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L E T T E R OF SUBMITTAL 

FEDERAL TRADE COMMISSION, 

Washington, June 5, 1939. 
The SPEAKER OF THE HOUSE OF REPRESENTATIVES, 

Washington, D. C. "S 
DEAR SIR: Herewith I have the honor to submit the report, i n 

cluding conclusions, of the Federal Trade Commission on the motor-
vehicle industry, made pursuant to Public Resolution No. 87, Seventy-
fifth Congress, third session (H. J. Res. 594), approved April 13, 1938,. 
directing the Federal Trade Commission to investigate the poUcies-
employed by manufacturers in distributing motor vehicles, accessories,, 
and parts, and the pohcies of dealers in selling motor vehicles at retail,, 
as these policies affect the public mterest. 

By direction of the Commission. 
R. E. FREER, Ohairman.. 
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REPORT ON MOTOR VEHICLE INDUSTRY 

CHAPTER I.—ORIGIN AND SCOPE OF THE INQUIRY AND 
ECONOMIC ASPECTS OF THE INDUSTRY 

SECTION 1. SCOPE OF INQUIRY AND METHOD OJF PRESENTATION 

Origin of the inquiry.-—On April 13, 1938, the President signed 
Public Resolution No. 87, Seventy-fifth Congress (H. J. Res. 594), 
"directing the Federal Trade Commission to investigate the policies 
employed by manufacturers in distributing motor vehicles, accessories, 
and parts, and the poUcies of dealers in selling motor vehicles at retail, 
as these policies a,ffect the public interest." The resolution, introduced 
in the House of Representatives by the Honorable Gardner R. 
Withrow, of Wisconsin, was passed on March 21, 1938, and, sponsored 
in the Senate by Senator Sherman Minton, of Indiana, it was passed 
by that body on March 31, 1938. 

Before the resolution was adopted by the Congress, extensive hear
ings were held by a subcommittee of the Committee on Interstate and 
Foreign Commerce of the House of Representatives. Executive 
officers of the National Automobile Dealers Association and other 
interested persons appeared in favor of the resolution, and repre
sentatives of the Automobile Manufacturers Association testified in 
opposition to it . After carefully considering a mass of testimony and 
exliibits presented by these parties, the Committee on Interstate and 
Foreign Commerce recommended the adoption of the resolution, the 
text of which, insofar as i t relates to the scope of the inquiry, is as 
foUows: 

Resolved hy the Senate and House of Representatives of ihe United States of America 
in Congress assembled. That the Federal Trade Commission be, and is hereby, 
directed and authorized under the Act entitled "An Act to create a Federal Trade 
Commission, to define its powers and duties, and for other purposes," approved 
September 26, 1914, to investigate the poUcies employed by m.anufacturers in 
distributing motor vehicles, accessories, and parts, and the poUcies of dealers in 
seUiug motor vehicles at retail, as these poUcies affect the public interest. 

The purpose of this investigation shall be to determine— 
1. The extent of concentration of control and of monopoly in the manufactur

ing, warehousing, distribution, and sale of automobUes, accessories, and parts, 
including methods and devices used by manufacturers for obtaining and maintain
ing their control or monopoly of such manufacturing, warehousing, distribution, 
and sale of such commodities, and the extent, if any, to which fraudulent, dis
honest, unfair, and injurious methods are employed, including combinations, 
monopolies, price fixing, or unfair trade practices; 

2. The extent to which any of the antitrust laws of the United States are being 
violated. 

General subject matter of the report.—In accordance with the direction 
of Public Resolution No. 87, attention has been given in the conduct of 
this inquiry to the history of the growth of the automobile industry, to 
the degree of concentration existing, and to the methods and devices 
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by which this concentration has been attained and is maintained at 
the present time. Attention has also been given, as directed by the 
resolution, to the question of imfair or injiurious methods used in the 
industry, both by manufacturers and by distributors and dealers, and 
to whether the antitrust and other laws of the United States have been 
violated. 

Automobile trade associations.—Since all of the manufacturers of 
passenger cars and trucks, except Ford Motor Co., are members of a 
trade association known as Automobile Manufacturers Association, a 
:study was made at the offices of this association in New York and in 
Detroit covering the records and activities of this association. Similar 
studies were made of the activities and records of the principal trade 
association of automobile dealers known as the National Automobile 
Dealers Association. In addition, special studies were made by 
representatives of the Commission of the policies of dealers in selling 
motor vehicles at retail as embodied in used-car valuation plans and 
bureaus conducted by numerous local-dealer associations. The 
studies made of association activities do not include several associations 
of manufacturers of parts and accessories, nor do they cover more than 
a relatively small number of State and local-dealer associations. 

The principal results of these studies, together with a discussion of 
certain legal aspects of cooperative activities of manufacturers and 
•dealers, constitute the subject matter of chapters I I , X, and X I of this 
report. Chapter I I describes the organization aild activities of the 
Automobile Manufacturers Association, and chapter X describes in a 
similar manner the organization of the National Automobile Dealers 
Association and certain ty])ical State and local-dealer associations. 
Chapter X I discusses typical coopeiative efforts of automobUe dealers 
to control competition in the retailing of automobiles, especially by 
the use of used-car valuation manuals and the operation by local-
dealer associations of used-car valuation bureaus. In this chapter 
•special attention is given to economic and legal aspects of these 
cooperative activities to control competition in the granting of allow
ances on cars offered in trade by car buyers. 

Manufacturer-dealer relations.—Since the adoption of the resolution 
arose largely out of complamts of dealers that they were treated un
fairly or mequitably by the motor-vehicle manufacturers, with whom 
the dealers and distriljutors had contracts, particular a.ttention was 
given in aU phases of the inquiry to developiag the facts respecting 
manufacturer-dealer relations. 

Information on this subject was gathered from several, sources. 
The first includes examination by representatives of the Commission 
of manufactm'ers' records having to do with the formulation of man
ufacturers' policies respecting their relations with dealers and dis
tributors, and with practices carried out under these policies. Special 
attention was given to the terms of manufactiu'er-dealer agreements 
which constitute the basis for relations existing between automobUe 
manufacturers and their distributors and dealers. 

The second source of information was interviews had by examiners 
of the Comm.ission with representative dealers most of whom were 
selected at random from among the dealers representing the different 
manufacturers in some 65 cities and towms from Los Angeles to Boston 
and from St. Paul and Minneapolis to Jacksonville, New Orleans, 
and Dallas. 
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The third source of uiformation on this subject consisted of replies 
received from dealers doing busmess in eveiy State, in response to a 
special report form for dealers which requested answers to specific 
questions regarding the conditions under which they operate. In 
order to overcome as far as possible reluctance on the part of dealers 
to discuss these m.atters for fear of reprisals by manufacturers ia case 
the manufactiu'er learned a particular dealer had furnished informa
tion, dealers addressed were requested to consider their replies con
fidential as between the Commission and themselves. This precaution 
was taken because many dealers interviewed by the Comjnission's 
exam.iners stated they feared reprisals if the manufacturer learned they 
had fm-nished information. In order to protect such dealers, the oiUy 
cases in which dealers' names or addresses are given are m connection 
with quotations from correspondence or other documents obtained 
from the files of m.anufacturers of which the respective manufacturers 
have full knowledge. 

A fom'th source of information was the mass of correspondence and 
exliibits furnished by dealers and others to the subcommittee of the 
Committee on Interstate and Foreign Commerce of the House and 
the record of hearings held when that committee was considering the 
Withrow resolution which, as subsequently revised and amended, 
became Public Resolution No. 87, Seventy-fifth Congress, directing 
that the present inquUy be made. 

A fifth source of information consisted of letters voluntarUy ad
dressed to the Commission by dealers describing conditions tmder 
which they operate. Complaints made h j dealers to certain Members 
of Congress were forwarded to the Commission. Some dealers and 
distributors called at the Comm.ission's offices to relate their experi
ences. Other dealers, fearing that the fact that they had furnished 
information might reach their manufacturers, wrote anonymously 
aild furnished documentary evidence such as originals of correspond
ence with manufactiu-ers or with manufacturers' respresentatives fi-om 
which the dealers, however, removed their names and addresses. 
One dealer, in particular, who had been visited by a Commission 
examiner, not only wrote anonymously, but maUed his letter on a 
train in order that it woiUd bear only a railway post-office postmark. 
Information received from such sources fm-nished definite suggestions 
of subjects for fiu-ther inquiry. In the report, however, only smaU 
use was made of information furnished anonymously, and that use 
was confined to definite documentarj^ evidence regarding the authen
ticity of which there can be no doubt. 

A sixth source of information was found in the records of closed 
cases and investigations of the Commission's legal department, and 
of its Trade Practice Division. Other sources nicluded published 
reports of congressional hearings, and other published materials. 

Information from these sources served as the basis for chapters I I I 
to IX , iitclusive, of the report, all of which deal with manufacturer-
dealer relations. Chapter I I I discusses the nature and basis for 
manufacturer-dealer relations with special attention to the dealer 
operating conditions set out in the dealer agreements that manufac
turers insist that their dealers shall sign before they can become 
dealers. Other chapters deal, respectively, with, manufacturers' re
quirements respecting dealer capital and facilities, wdth pressm'e on 
dealers to take and sell new cars, with nuxnufacturers' used-car ii 

11 
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policies and practices, with the exclusive handling of the manufac
turer's line, both of new cars and of repairs and accessories, and with 
certain other policies of manufacturers. 

Difficulty was met in obtaining the information necessary to answer 
the inquuy after Federal indictments were returned against General 
Motors Corporation, Chrysler Corporation, and Ford Motor Co. and 
installment finance companies which are, or were, affiliated in the 
past with these three manufactm-ers. These indictments, returned 
on May 27, 1938, about 6 weeks after the Congress dUected the Com
mission to make the present inquir}^, charged violations of law in con
nection with the insistence on the part of the manufacturers concerned 
that their dealers finance time sales with particular finance companies. 
Ford Motor Co., however, did not withhold any dealer files requested. 

In addition, the Commission has pending certain complaints issued, 
against certain automobUe manufacturers which involve aUeged re
lationships existing between the manufacturers and then- dealers. In 
conducting the present inquiry, therefore, considerable care was 
exercised in the treatment of mformation ob tamed in order to avoid 
prejudgmient of issues involved in these unfair competition cases. 

Growth of concentration and financial results for manufacturers.—In 
connection with, the growth of concentration of manufacturers, atten
tion was given not only to the history of the growth of large automobile 
manufacturing companies but also to a study of the investments and 
profits of seven of the piincipal manufacturers whose combined pro
duction of passenger cars for the year 1937 represented about 98 
percent of the total made in the United States and approximately 93 
percent of passenger cars and trucks combined. 

Under the general subject of financial resiUts for manufacturers^ 
four chapters are devoted to the presentation of the facts developed 
by studies made by the Commission's accountants respecting the 
investments and profits, and other pertinent financial facts concerning 
seven important manufacturing companies. Separate chapters are 
devoted to the investments and financial results for General Motors 
Corporation, Chrysler Corporation, and Ford Motor Co. Another 
chapter sets forth simUar facts for Hudson Motor Car Co., Packard. 
Motor Co., Nash-Kelvinator Corporation, and the Studebaker Cor
poration, which are the remaining four manufacturers whose accounts 
and records were exanuned by the Commission. 

Financial results for dealers.—In addition, another chapter is devoted 
to the investments and profits of dealers and dealer-distributors. This 
study covers the reports of 425 dealers and distributors for the year 
1935, 479 for the year 1936, and 527 for the year 1937. Other reports 
were received too late to analyze. For many of these dealers the dis
cussion is based on copies of anntial reports made to their respective 
manufacturers which were fumished to the Commission by the 
dealers either in response to requests made by examiners of the Com
mission or in response to written requests for financial and operating 
reports addressed directly to them. In nearly every case additional 
facts had to be obtained from the dealers in order to ascertain all of 
the information needed. 

_ Manufacturers' prices and improvements in the quality of cars.—In 
view of the marked improvenients that have been made in automo
biles, a study was made of this subject in relation to the trend of prices 
paid by the public for automobiles. A summary of information 
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obtained for typical cars made by the seven different manufacturers 
included in the Commission's inquiry constitutes the subject matter 
of chapter X V I I . 

Finance company operations.—Sale of automobiles on time has 
become the accepted method of automobUe distribution. The large 
part performed by automobile finance companies in the distribution 
of automobUes through wholesale financing of retailers and by the 
purchase of customers' instaUment sales paper, and the vital relation
ship of the operations of these companies to the prices paid by auto
mobUe pm'chasers, are made the subject of study from two angles; 
namely, from the angle of profits involved in the financing of instaU
ment sales, and from the angle of the eft'ects of installment finance 
rates upon the prices paid by the automobile bujang public. 

Chapter X V I I I describes the results of a study of the investments 
and profits of thirty representative installment financing companies, 
and chapter X I X discusses the cost to consimiers of instaUment pur
chasing based largely on a sample study made of many thousands of 
individual installment sales. 

In this part of the report, no attempt was made to go into subjects 
relating to instaUment financing that were involved in the indictments 
returned by a Federal grand jury on May 27, 1938, against General 
Motors Corporation, Ford Motor Co., and Chi-ysler Corporation and 
certain finance companies named therein. IncidentaUy, i t is to be 
noted that Ford Motor Co. and Chrysler Corporation entered into 
consent decrees under these indictments, which decrees were approved 
by the District Court of the United States for the Northem District 
of Indiana on November 15, 1938. Therefore, of the three com
panies originally indicted in May, only General Motors Corporation, 
which owns outright General Motors Acceptance Corporation, elected 
to stand trial under the indictments. This case is stiU pending. 

Conditions affecting the conduct of the inquiry.—The reluctance of 
manufacturers to permit examination of their records respecting sub
jects involved either under Federal indictments or under complaints 
issued by the Commission, occasioned a great deal of delay in the 
progress of the inquiry, particularly during the period from June 1 
to November 15, 1938, the last-named date marking the approval of 
consent decrees entered into by Ford Motor Co. and Chrysler Cor
poration in connection with the Federal indictments returned on May 
27, 1938. _ 

The existence of the mdictments not only made the three large 
manufacturing companies concerned reluctant to furnish informa
tion but also raised legal questions that made i t necessary to proceed 
with extreme care in the Commission's inquiry. Foi' this reason, the 
Commission's study of records at the offices of these three manu
facturing comj)anies was purposely Umited to avoid inquiries on sub
jects involved in the indictments and was conducted imder conditions 
involving cooperation between the Commission's examiners and attor
neys for the three largest manufacturers in order to avoid inquiries 
which might prejudice the interests of manufacturers or of the Depart
ment of Justice in connection with matters at issue in cases not yet 
brought to a conclusion. Under these circumstances Ford Motor Co. 
and Chrysler Corporation cooperated in an excellent manner through
out the inquiry, while in the case of General Motors Corporation, 
which elected to stand trial under the South Bend indictment of May 
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27, 1938, there was an improvement in the cooperative attitude shown 
; as the inquiry drew to a close. Notwithstanding the improvement in 

cooperative attitude of the General Motors Corporation, important 
information requested as early as the middle of 1938 was still being 
received after April 13, 1939—too late for use in the report, 

i Due to pressure to complete the inquiry %vithin the time limit set,. 
;! and with the limited funds and personnel avaUable, i t was necessary 
' to concentrate eft'ort on what were considered to be the more impor-

i tant phases of the inquiry as directed by the resolution. 

1.1 SECTION 2. GROWTH OP MOTOR-VEHICLE INDUSTRIES AS SHOWN BY 
\[ THE C E N S U S OF M A N U F A C T U R E S 

i i The phenomenal growth of the motor-vehicle industries may be-
Lj traced from Census of Manufactures' data wluch has been published 
: i since 1899. The economic importance of the motor vehicle and motor-
: vehicle bodies and parts industries, as well as their rapid development, 

:. is concisely shown by census data covering the average number of 
•.: wage earners, wages paid, value added by manufacture, cost of mate-
% rials, value of products, and other pertment information. 
:• In any consideration of census data certain general considerations 
H: affecting them should be kept m mind. Price changes may distort 

the real change from one census period to another in com])aring such 
categories as value of products, cost of materials, and value added by 

;i manufacture. The stage of teclmological development may materially 
•: affect the comparabUity of the average number of wage earners for one 
• • census period with another. That is, there may be increased produc-
'•; tivity without any real increase in the number of wage earners. The 

decreasing length of the worldng day must also be considered as a 
;• factor affecting the comparability of census data. 

When data covering value of product and cost of materials are used 
i ' to show the importance of an industry from one census period to 
1̂  another, the large element of duplication involved should be given 

due weight. The Census of Manufactures, 1927, comments on this; 
factor, as follows: 

•\ * * * Copper ingots made in the copper smelting and refining industry ftr& 
i- sold to copper-rolling mills, which roll them into rods. ' The rods are sold to 
• I ' copper-wire miUs, which draw them into wire. Wire made by these mills is sold 

' to establishments in the "Electric machinery, apparatus, and suppUes" industry, 
•; which use i t in the manufacture of ignition apparatus for internal-combustion en-

. ' ' • gines. These establisliments sell the ignition apparatus to manufacturers of auto-
•' , mobile engines. The engines in turn are sold to automobile manufacturers, who 
; I install them in complete automobiles. The value of the automobiles, as reported 

;V: by the automobile manufact-LU-crs, includes, of course, the value of the engmes; 
I: similarly, the value of the engines includes the value of the ignition apparatus,-

• ! and so on. Thus in the aggregate of the values of products reported by the 
I, copper smelters and refiners, the rod mills, the wire mills, the manufacturers of 

; ii ignition apparatus, the engine manufacturers, and the automobile manufacturers, 
j ! . the value of the copper ingots is included six times, of the rods five times, of the 
j ; • wire four times, of the ignition apparatus three times, and of the engines twice; 
j ; , , and corresponding duplications occur in the aggregate cost of materials. As a 
] result of this large but indeterminable amount of duplication, the aggregate value 
; / of the products of all manufacturing establishments is much in excess of the aggre-
; I: gate value of manufactured products in tlie form in which they reach the ultimate 
j : consumer.' 

;' - The following table strikingly portrays the rapid growth of the 
motor vehicle and motor-vehicle bodies and parts industries since 

; 1 U. S. Department of Commerce, Bureau of (.lie Census, Geasus of Manufactures, 1927, p. 10. 
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1899 for census years. I t shows the average number of wage earners,, 
wages, and value added by manufactiu-e for the combined groups, the 
cost of materials, and value of products for each group, and the 
number of motor vehicles produced by the mo tor-vehicle group. 

TABLE 1.—Average numher of wage earners, amount of wages, cost of materials, 
supplies, fuel, povjer, etc., value of products and value added by manufacturer for 
the motor vehicles and motor-vehicle bodies and parts industries, by census years 
1899-1937 

Year 

1.S99 
1904 !. .-
1909 2... 
1914 2... 
1919 2... 
19212... 
1923 2-.-
1925 2... 
1927 2... 
19293... 
19313... 
1933 
1935 
1937 

Motor vehicle and motor-
vehicle bodies and parts 
induslries 

Aver
age 

num
ber of 

earn
ers 

Wages 

$1, 
7, 

48, 
101, 
:491, 
318, 
659, 
713, 
612, 
733, 
350, 
252, 
545, 
756, 

320, 
158, 
693, 
926. 
121, 
762, 
877, 
931, 
955, 
0S2, 
526, 
100, 
414, 
887, 

Vulue 
added by 
manufac

ture 

$2, 
16, 

117, 
276, 
139, 
768, 
404, 
750, 
469, 
002, 
951, 
64S, 
124, 
606, 

Motor-vehicle industry 

Number 
motor 

vehicles 
pro

duced 

3,723 
22,830 

127, 287 
.573, 039 
683, 916 
.596, 339 
901,710 
177,897 
355. 772 
204,087 
29.5, 063 
848.013 
923, 052 
732,426 

Cost of 
materials, 
EuppHes, 

fuel, power, 
ete. 

$1,804, 
11,658, 

107, 731, 
292, 697, 
678, C61, 
107, 062, 
147, 463, 
108,191, 
889,426. 
394, 661, 
044,405, 
767, 768, 
814, 132, 
394,269, 

Value of 
products 

?4, 
26, 

193, 
603, 
387, 
671, 
163, 
198, 
848, 
709, 
567, 
096, 
391, 
096, 

Motor-vehicle bodies and 
paî ts industry 

Cost of 
materials, 
supplies, 

fuel, power, 
etc. 

(') 
$1,493, 
23,914, 
63,010, 

362, 027, 
213, 904, 
664, 107, 
882, 721, 
641,306, 
863, 937, 
516,945, 
437,186, 
003,106, 
274, 812, 

Value of 
products 

(') 
$3,388, 472 
55,378,967 

129, 601,337 
692, 170,692 
408.016,532 
013,112,410 
623, 279,923 
161,426,366 
551,208,000 
94,5, 406, 768 
756,034, 004 
660, 924,169 
079,307,887 

1 Data included with motor vehicles. 
' U . S. Department of Commerce, Bureau of the Census, Census of Manufactures, 1920, 1921, 1927, and 

1931. 
' V. S. Department of Commerce, Bureau of the Census, Census of Manufactures, 1933. 
' U. S. Departmeut of Commerce, Bureau of the Census, Census of Mauufnctures, 1937. 

Wage earners and wages hy census years,—In the decade from 1899 
to 1909, the average number of wage earners in the motor-vehicle 
industries increased from somewhat over 2,000 to almost 76,000, while 
total wages increased from $1,321,000 to $48,694,000. During the 
next 10 years, significant employment and wage increases were again 
registered, for by 1914 the average number of wage earners was 127,000 
receiving total wages somewhat over $100,000,000, and for 1919 the 
average of almost 350,000 wage earners received approximately a 
half billion dollars m wages. The period 1919-29 saw the average 
number of wage earners exceed 400,000 for the years 1923, 1925, and 
1929, and total wages exceed $600,000,000 for 1923 and 1927, and 
$700,000,000 for 1925 and 1929. The decrease in both the number 
of wage earners and total wages paid from 1925 to 1927 is accounted 
for hy the fact that one important motor-vehicle manufacturer (Ford) 
produced relatively few cars in 1927. 

As would be expected, the average number of wage earners, as well 
as total wages, decreased abruptly as the depression, begiuning the 
latter part of 1929, gathered momentum. From 1929 to 1933, the 
average number of wage earners decreased from almost 450,000 to 
approximately 244,000, and wages decreased from a little over 
$733,000,000 to approximately $252,000,000. Better business condi
tions were quickly reflected bj^ an increased yearly average of wage 
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earners and larger total wages. In fact, for 1937, the census reported 
approximately 480,000 wage earners and total wages of about 
$756,000,000, which were the highest figures reported to that date. 
This was an increase in the average number of wage earners over 
1935 of 23.6 percent, and in wages paid of 38.6 percent. 

The phenomenal growth of the industries under consideration 
from the standpoint of the average number of wage earners and total 
wages paid is concisely summarized by the use of index numbers in 
the following tabulation, which traces this development by census 
years, using the 1929 figures as 100: 

Year 

Index 1929 = 100 

Average 
yearly 
wage 

Year 

Index 1929=100 

.̂ verage 
yearly 
wage 

Year Averace 
number 
of wage 
earners 

Total 
wages 
paid 

Average 
yearly 
wage 

Year Average 
number 
of wage 
earners 

Total 
wages 
paid 

.̂ verage 
yearly 
wage 

1899 0.5 
3.0 

17.0 
28.0 
77.0 
48.0 
90.0 

0.2 
1.0 
7.0 

14.0 
67.0 
43.0 
90.0 

$589 
694 
64.3 
802 

1,431 
1,498 
1,630 

1925 95.0 
S3.0 

100.0 
04.0 
54.0 
87.0 

107.0 

97.0 
84.0 

100.0 
48.0 
34.0 
74.0 

103.0 

1,675 
1,6.59 
1,638 
1,228 
1,035 
1,406 
1, 578 

1904 
0.5 
3.0 

17.0 
28.0 
77.0 
48.0 
90.0 

0.2 
1.0 
7.0 

14.0 
67.0 
43.0 
90.0 

$589 
694 
64.3 
802 

1,431 
1,498 
1,630 

1927 
95.0 
S3.0 

100.0 
04.0 
54.0 
87.0 

107.0 

97.0 
84.0 

100.0 
48.0 
34.0 
74.0 

103.0 

1,675 
1,6.59 
1,638 
1,228 
1,035 
1,406 
1, 578 

1909 

0.5 
3.0 

17.0 
28.0 
77.0 
48.0 
90.0 

0.2 
1.0 
7.0 

14.0 
67.0 
43.0 
90.0 

$589 
694 
64.3 
802 

1,431 
1,498 
1,630 

1929 

95.0 
S3.0 

100.0 
04.0 
54.0 
87.0 

107.0 

97.0 
84.0 

100.0 
48.0 
34.0 
74.0 

103.0 

1,675 
1,6.59 
1,638 
1,228 
1,035 
1,406 
1, 578 

1914 

0.5 
3.0 

17.0 
28.0 
77.0 
48.0 
90.0 

0.2 
1.0 
7.0 

14.0 
67.0 
43.0 
90.0 

$589 
694 
64.3 
802 

1,431 
1,498 
1,630 

1931 

95.0 
S3.0 

100.0 
04.0 
54.0 
87.0 

107.0 

97.0 
84.0 

100.0 
48.0 
34.0 
74.0 

103.0 

1,675 
1,6.59 
1,638 
1,228 
1,035 
1,406 
1, 578 

1919 

0.5 
3.0 

17.0 
28.0 
77.0 
48.0 
90.0 

0.2 
1.0 
7.0 

14.0 
67.0 
43.0 
90.0 

$589 
694 
64.3 
802 

1,431 
1,498 
1,630 

95.0 
S3.0 

100.0 
04.0 
54.0 
87.0 

107.0 

97.0 
84.0 

100.0 
48.0 
34.0 
74.0 

103.0 

1,675 
1,6.59 
1,638 
1,228 
1,035 
1,406 
1, 578 

1921 

0.5 
3.0 

17.0 
28.0 
77.0 
48.0 
90.0 

0.2 
1.0 
7.0 

14.0 
67.0 
43.0 
90.0 

$589 
694 
64.3 
802 

1,431 
1,498 
1,630 

1935 

95.0 
S3.0 

100.0 
04.0 
54.0 
87.0 

107.0 

97.0 
84.0 

100.0 
48.0 
34.0 
74.0 

103.0 

1,675 
1,6.59 
1,638 
1,228 
1,035 
1,406 
1, 578 1923. 

0.5 
3.0 

17.0 
28.0 
77.0 
48.0 
90.0 

0.2 
1.0 
7.0 

14.0 
67.0 
43.0 
90.0 

$589 
694 
64.3 
802 

1,431 
1,498 
1,630 1937. 

95.0 
S3.0 

100.0 
04.0 
54.0 
87.0 

107.0 

97.0 
84.0 

100.0 
48.0 
34.0 
74.0 

103.0 

1,675 
1,6.59 
1,638 
1,228 
1,035 
1,406 
1, 578 

0.5 
3.0 

17.0 
28.0 
77.0 
48.0 
90.0 

0.2 
1.0 
7.0 

14.0 
67.0 
43.0 
90.0 

$589 
694 
64.3 
802 

1,431 
1,498 
1,630 

95.0 
S3.0 

100.0 
04.0 
54.0 
87.0 

107.0 

97.0 
84.0 

100.0 
48.0 
34.0 
74.0 

103.0 

1,675 
1,6.59 
1,638 
1,228 
1,035 
1,406 
1, 578 

These data indicate in a general way that the average yearly 
dollar wage per worker in the motor vehicle and motor vehicle bodies 
and parts industries increased steadily during the period 1899-1925, 
and that the relatively high level of 1925 was maintained until 1929. 
The impact of the depression on. average dollar wages is clearly shown 
by the sharp drop from $l,638_in 1929, to $1,035 in 1933. Improved 
employment and wage conditions are indicated in the averages for 
1935 and 1937, which were $1,406 and $1,578, respectively. 

Motor-vehicle production and value of production.—The rapid popular 
acceptance accorded the motor vehicle in the United States is shown 
by the number of units manufactured during the period 1899-1937. 
Fewer than 4,000 motor vehicles were produced in 1899, while 5 years 
later the census reported a yearly production in excess of 22,000 units, 
and by 1914, or 15 years later, yearly production passed the half-
iniUion-unit mark. In 1919, production of motor vehicles was 
1,683,916 units, and for the next 10 yea.rs production continued to 
increase, irregularly from year to year, until by 1929 the all-time peak 
in yearly production of 5,294,087 units was attained. The force of the 
depression was soon felt by the motor-vehicle industry for by 1931 
yearly production had dropped to 2,295,063 units, and by 1933 to 
somewhat less than 2,000,000 units. Improved economic conditions 
were reflected in the almost 4,000,000 units produced in 1935, and the 
4,732,426 units produced in 1937. 

The following tabulation of index numbers of production of motor 
vehicles, and the value of products (using 1929 as a base), by census 
years, concisely shows the industry's remarkable growth in productive 
capacity, particularly during the period 1899-1929: 
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Year 
Index of 

production 
(1929 = 100) 

Index of 
value of 
prodncts 

(1929=100) 

Year 
Index of 

production 
(1929 = 100) 

Index of 
value ot 
products 

(1929=100) 

1899 0) 
0.4 
2.0 

n.o 
32.0 
30.0 
74.0 

0.1 

5.0 
14.0 
04.0 
46.0 
85.0 

79.0 
63.0 

100.0 
43.0 
35.0 
74.0 
S9.0 

86.0 
77.0 

100.0 
42.0 
30.0 
64.0 
83.0 

1904 . 
0) 

0.4 
2.0 

n.o 
32.0 
30.0 
74.0 

0.1 

5.0 
14.0 
04.0 
46.0 
85.0 

1927 
79.0 
63.0 

100.0 
43.0 
35.0 
74.0 
S9.0 

86.0 
77.0 

100.0 
42.0 
30.0 
64.0 
83.0 

1909 . - . . . - . 

0) 
0.4 
2.0 

n.o 
32.0 
30.0 
74.0 

0.1 

5.0 
14.0 
04.0 
46.0 
85.0 

1929 

79.0 
63.0 

100.0 
43.0 
35.0 
74.0 
S9.0 

86.0 
77.0 

100.0 
42.0 
30.0 
64.0 
83.0 

1914 

0) 
0.4 
2.0 

n.o 
32.0 
30.0 
74.0 

0.1 

5.0 
14.0 
04.0 
46.0 
85.0 

1931 

79.0 
63.0 

100.0 
43.0 
35.0 
74.0 
S9.0 

86.0 
77.0 

100.0 
42.0 
30.0 
64.0 
83.0 

1919 

0) 
0.4 
2.0 

n.o 
32.0 
30.0 
74.0 

0.1 

5.0 
14.0 
04.0 
46.0 
85.0 

1933. 

79.0 
63.0 

100.0 
43.0 
35.0 
74.0 
S9.0 

86.0 
77.0 

100.0 
42.0 
30.0 
64.0 
83.0 

1921 -

0) 
0.4 
2.0 

n.o 
32.0 
30.0 
74.0 

0.1 

5.0 
14.0 
04.0 
46.0 
85.0 

1935 

79.0 
63.0 

100.0 
43.0 
35.0 
74.0 
S9.0 

86.0 
77.0 

100.0 
42.0 
30.0 
64.0 
83.0 1923 . 

0) 
0.4 
2.0 

n.o 
32.0 
30.0 
74.0 

0.1 

5.0 
14.0 
04.0 
46.0 
85.0 1937 

79.0 
63.0 

100.0 
43.0 
35.0 
74.0 
S9.0 

86.0 
77.0 

100.0 
42.0 
30.0 
64.0 
83.0 

0) 
0.4 
2.0 

n.o 
32.0 
30.0 
74.0 

0.1 

5.0 
14.0 
04.0 
46.0 
85.0 

79.0 
63.0 

100.0 
43.0 
35.0 
74.0 
S9.0 

86.0 
77.0 

100.0 
42.0 
30.0 
64.0 
83.0 

1 Less than 0.1. 

Relative rank with other manufacturing industiies.—Since 1914 the 
motor-vehicle and motor-vehicle bodies and parts industries have 
ranlced high in comparison with the other census manufacturing in
dustry classifications for selected years during the period 1899-1937. 
Tliis information is summarized in the following table, which shows 
the relative position of the motor-vehicle industries, complete and 
parts, with respect to average number of wage earners, wages, va,lu6 
added by manufacture, cost of materials, and value of product. 

TABLE 2,—Relative importance of the mUor vehicle and motor-vehicle bodies and 
parts induslries as compared with the Census of Manufactures list of manufac
turing industries, for average number of wage earners, wages paid, value added by 
manufacture, cost of materials, and value of products, for 'selected census years 
1899-19S7 

Indus t ry and year 

Wage 
earners 
(average 
for tlie 
year) 

Wages 

Value 
added 

b y man
ufacture 

Cost of 
mate
rials 

Value of 
Products 

Motor vehicles aud motor-vehicle bodies and parts: 
1899 > , 

Rank Rank Rank Rank Rank 
150 

1904 ' . . •.. : . . 77 
1909 1 ; 20 17 21 
1914 2 16 7 6 7 7 
1019 •' 7 5 3 2 2 
1925 * 3 1 1 1 1 
1931 s 2 2 2 2 4 
1935 «. 1 1 1 1 1 
1937 ' 2 2 1 1 1 

Mo to r vehicles: 
1914 3 22 16 12 

6 
9 8 

1919 3. _ 9 7 
12 
6 4 3 

1925 * 10 s 4 2 1 
• 19315 12 

8 
12 
6 

8 3 2 
1936 8 

12 
8 

12 
6 4 2 1 

1937 ' : . 8 4 6 1 2 
Jlotor-vehicle bodies and parts: 

1914 34 25 38 49 47 
1919 3 18 13 20 29 25 

9 1925'. . S 6 8 8 
25 
9 

19315 -. . . . ^ 11 9 9 7 11 
19,35 e...'. . . . ^ 4 2 6 6 5 
1937 ' . . . . ; 4 2 4 6 6 

1 U. S. Department of 
TOl. VIII , p. 46. 

» U. S. Department of 
p. 616. 

•' V. S. Department of 
TOl. VIII, p. 16. 

' U. S. Department of 
' U. S. Department of 
• U. S. Department ol 
' U. S. Department of 

Commerce, Bureau of the Census, 

Commerce, Bureau of the Census, 

Commerce Bureau of the Census, 
Commerce, 
Commerce, 
Oonmierce, 
Commerce, 

Bureau of the Census, 
Bureau of the Ceu.sus, 
Bureau of ths Census, 
Bureau of tho Census, 

Thirteenth Census of tbe United States, 1910, 

Abstract of the Census of Manufactures, 1914, 

Fourteenth Census of the United States, 1920, 

Biennial Census of Manufactures, 1925, p. 24, 
Biennial Census of Manufactures, 1031, p. 30. 
Biennial Census of Manufactures, 1936, p. 34. 
Supplementary Report, Dec. 2, 1938, p. 2. 

From twentieth in pomt of average number of wage earners em
ployed in 1909, by 1925 the combined group was third, by 1935 i t 

171233—39——3 
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was first, and second ui 1937. Eanlving seventh and fifth in the 
amount of wages paid in 1914 and 1919, respectively, the combined 
motor-vehicle group rose to first place in 1925 and 1936, and ranked 
second in 1931 and_1937. 

The motor-vehicle industry alone ranged in rank from twenty-second 
in 1914, to eighth in both 1935 and 1937, with respect to the average 
number of wage earners, whUe the motor-vehicle bodies and parts 
industry alone ranged from a rank of thhty-fourth in 1914, to fourth 
tn both 1935 and 1937. Wages paid by the mo tor-vehicle industry 
alone ranked it sixteenth in 1914, but by 1937 i t was fourth. For the 
motor-vehicle bodies and parts industry alone, wages paid by it ranked 
i t twenty-fifth in 1914, but for 1935 and 1937 i t had risen to second. 

The value added by m.anufacture is a significant measure of the 
economic importance of an industry, for—• 
products of one industry may be valued at the same amount as those of another, 
but the one may have added several times as much value to the materials as the 
other, and may therefore have been of correspondingly greater economic 
importance.^ 

Furthermore, value added by manufacture contains very little 
duplication. From a ranking of seventeenth in 1909, the combined 
industry rose to sixth m 1914, and to third in 1919. The group was 
first in value added by manufacture for the census years 1925, 1935, 
and 1937, and i t ranked second in 1931. 

The two categories of cost of material and value of products contain 
so much duplication that for the combined motor vehicle group 
rankings, such figures are of little significance. The same is true of 
the rankings for the motor-vehicle bodies and parts industry alone 
with respect to cost of material and value of product. 

Proportion of total United States manufacturing industries.—^Another 
indication of the importance of the motor-vehicle and motor-vehicle 
bodies and parts industries and their rapid growth is their proportion 
of the United States totals reported by aU manufacturing industries of 
average number of wage earners, w-ages paid, value added by manu
facture, and value of products. The follo^ving tabulation gives this 
information by census years, for the period 1899-1937. 

Census years 

Motor-vehicle and motor-vehicle . 
bodies aud parts industries 

Wage earn
ers' annual 

average 
(percent of 

United 
States 
total) 

Wages paid 
(percent of 

United 
States 
total) 

Value 
added by 
manufac
ture (per

cent of 
United 
States 
total) 

Motor 
vehicles— 
value of 

products 
(percent of 

United 
States 
total) 

1899.. 
1904.. 
1909.. 
1914.. 
1919.. 
1921.. 
1923.. 
1926.. 
1927.. 
1929.. 
1931.. 
1933.. 
1935-. 
1937.. 

0.2 
1.1 
1.8 
3.8 
3.1 
4.6 
5.1 
4.4 
5.1 
4.4 
4.0 
6.3 
6.6 

m 0.3 
1.4 
2.6 
4.7 
3.9 
8.0 
6.7 
5,7 
6.3 
4.9 
4.8 
7.2 
7,6 

(') 0.3 
1.4 
2.9 
4.6 
4.1 
6,7 
6.6 
5.3 
6.3 
4.9 
4.6 
5.8 
6.0 

0,2 
.9 

2.1 
3,9 
3.8 
5.2 
5.1 
4.6 
6.3 
3.8 
3.6 
6.2 
5.1 

' Less than 0.1 percent. 

> U . S. Department of Commerce, Bureau of the Census, Biennial Census ot Manufactures, 1926, p. 8. 
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The proportions in the tabulation should not be considered as a 
specific measure of growth and importance, but rather as a relative 
measm'e of the motor-vehicle industries' rate and extent of develop
ment compared with the rate and extent of development of aU manu
facturing industries, as reflected in the various census categories. 
For example, m 1925 and in 1929, the proportion of the total average 
United States wage earners accounted for by the mo tor-vehicles 
industrials was 5.1 percent, wliUe in terms of wage earners employed 
there were 426,000 m 1925, and 447,000 m 1929. Yet relative to the 
United States totals for wage earners for 1925 and 1929 of 8,384,000 
and 8,822,000, respectively, the proportions were approximately 
the same. 

The proportion of the total annual average number of wage earners 
accounted for by the motor vehicles group increased from less than 
one-tenth, oi 1 percent in 1899, to 3.8 percent in 1919, or approxi
mately t out of every 26 wage earners. Since 1919, the proportion 
of total United States wage earners employed by the motor-vehicle 
industries increased to 4.6 percent in 1923, and during the next 
10 year ,̂ the proportion ranged from approximately 4 percent to 
5.1 percent. The aU-time high for the period was reached in 1937 
with a proportion of 5.6 of the average number of wage earners 
reported by United States manufacturing industries, or approximately 
1 out of every 18 wage earners. 

The proportion of total United States wages reported by manu
facturing industries paid by the motor-vehicles group increased 
from less than one-tenth of 1 percent in 1899 to 4.7 percent in 1919, 
or from approximately $1 out of every $1,500 paid in wages, to approxi
mately $1 out of every $21 paid. After 1919, the proportions ranged 
from 3.9 percent in 1921, to 7.5 percent in 1937. In 1937, the motor-
vehicles industries accounted for approximately $1 out of every $13 
of total United States wages paid by manufacturing industries. 

From 1919 to 1937, the proportion of total United States value 
added by manufacture accounted for by the motor-vehicle group 
ranged from 4.1 percent in 1921 to 6.5 percent in 1925. The 1937 
proporti(>n was 6 percent, or one out of approximately every $17 of 
total United States value added by manufacture. Relative to the 
total United States value added by manufacture, the motor-vehicle 
group lost groimd during the depression periods of 1921 and 1931-33, 
and by 1937 had not attained in full the proportion shown for 1925. 

The proportion of total United States value of product shown 
for the manufacturers of motor vehicles by census years for the period 
1899-1937 represents in a general way the relative importance of 
this industry's output avaUable for sale compared with total output. 
In 1899, only $1 of approximately every $2,400 of total United 
States Value of product was accounted for by the motor-vehicle 
manufacturer. The highest proportion recorded for the peri.od, 

f l 5.3, was attained in 1929 when the motor-vehicle manufacturers 
l ' * accounted for $1 of approximately every $19 of total United States 
5!i value of product. After depression lows of 3.8 percent in 1921, 
5 3 and 3.8 percent and 3.5 percent in 1931 and 1933, respectively, the 
I I proportion of total United States value of product accounted for 
6.2 by the rnotor-vehicle manufacturers in 1937 was 5.1, or a ratio of 
'•̂  1 to about 20. 

0.2 
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SECTION 3. Giioss AND NET INCOME OF MANUFACTURERS OF MOTOR 
VEHICLES, COMPLETE AND PARTS, AS REPORTED TO THE BUREAU 
OF I N T E R N A L R E V E N U E 

The United States Bureau of Internal Revenue has published 
data since 1926 showing the number of corporations reporting net 
income and the number reporting a deficit, the amount of gross 
income of corporations reportmg net income and of those reporting 
deficits, and the aggregate amount of net income or deficit of reporting 
corporations. These data are published for each industiy group 
reporting, as well as a composite of all corporations reportmg. This 
information does not show the exact profitability of a certain industry 
group, but it does show the trend, of relative profitabUity of the 
individual industry groups as compared with the "All corporations" 
group. Before presenting the data for corporations manufacturing 
motor vehicles complete and parts, those for the "AU corporations" 
group are shown to indicate the general trend of net income or deficits 
in the United States. Table 3, shows the number of corporations 
reporting net income, the number reporting a deficit, the gross mcome 
of corporations reporting a net income or a deficit, and the total 
aggregate gross income of all corporations reportmg. In addition 
it shows the aggregate net income or aggregate deficit of corporations 
reporting either net income or a deficit, and combined net income or 
deficit for all corporations reporting. 

T A B L E S.-—Number of corporations repor t ing net income, number of corporations 
reportwig a deficit, aggregate gross income, nei income and deficit, and consolidated 
net income and deficit f o r a l l corporations, 1926-38 ' 

Number ot corporations reporting Gross income from corporations 

Year 
Total Net in

come Deficit Inac
tive 

Reporting net 
income 

Reporting 
deficit Total 

1926 . 465,320 258,134 197,186 $118,022, 117,287 $24,107, 735, 570 $142,129, 8.52,857 
1927. 475,031 259,849 105, 826 49, 356 Uo, 324, 339, 717 29,074, OU, 729 144,398,3.51,446 
1928. 496, 892 268, 783 174, 828 52,281 n27,369, 525, 029 <25,411,989,446 152, 781, 614, 476 
1929 509, 436 269, 430 180, 591 53, 415 129, 633, 791, 720 30,987,717,461 100, 021, 509,181 
1930 518,736 221, 420 241,616 65,700 91, 811, 496, 003 46, 600, 564,005 138,312,059,068 
1931 516, 404 175,898 283,806 56,700 52,051,036, 000 55, 464, 204, 000 107, 515,239,000 
1932 60S,636 82, 646 369,238 65,762 31,707,903,000 49,375,776,000 81,083,738,000 
1933 504, 080 109, 780 337,050 57,238 46, 752, 366,000 36,890, 056, OOO 83,042, 421,000 
1934. 528, 898 146,101 324, 703 69, 094 62, 920,954,000 37,910,209,000 100,831,253,000 
1936 533, 631 164, 231 312, 882 56, 518 77, 441,506,000 36, 494, 664,000 113,936,170,000 
1936' 630, 779 203,162 276, 695 51, 922 104, 762,144, 000 27, 514, 676, 000 132, 276, 820,000 

Year 

Net income or deficit from cor
porations 

Reporting net 
income Reporting deficit 

Combined net 
income or 
deficit 1 

1926.. 
1927. 
1928.. 
1029. 
1930., 
1931., 
1932., 
1933., 
1934., 
1936., 
1936 3 

$9,673, 
8, 981, 
10, 617, 
11,653, 
6,428, 
3, 683, 
2,163, 
2, 985, 
4, 275, 
5,164, 
9,477, 

402,889 
884, 261 
741,157 
886,002 
812,710 
368, OOO 
113,000 
972, 000 
197, 000 
723, 000 

000 

$2,168, 
2, 471, 
2,391, 
2,914, 
4, 877, 
6, 970, 
7, 796, 
5, 533, 
4,181, 
3,468, 
2,160, 

710, 302 
739, 376 
124, 24S 
128, 235 
694,864 
913,000 
687, 000 
339, COO 
027, 000 
774,000 
055,000 

$7, 604, 
6, 510, 
8, 226, 
8, 739, 
1, 551, 

' 3,287, 
1 6, 643, 
I 2, 547 

94: 
1, 695; 
7, 321, 

692, 6S7 
144,885 
610,909 
757,767 
217, 856 
546,000 
574,000 
367,000 
170,000 
949,000 
925, 000 

1 U. S. Treasury Department, Bureau of Internal Revenue, Statistics of Income. 
> Net deficit. 
' U. S, Treasury Department, Bureau of Internal Revenue, Statistics of Income, 1936 (preliminary report). 
' U. S. Treasury Department, Bureau of Internal Revenue, Statistics of Income, 1930, p. 238 (revised 

figures). 
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Compared with table 3 are the following data as reported by cor

porations manufacturing motor vehicles, complete and parts: 

T A B L E i . — N u m b e r of corporations repor t ing net income, number of corporations 

report ing a deficit, aggregate gross incoine, net income and deficit, and consolidated 

net income and deficit f o r corporations m a n u f a c t u r i n g motor vehicles, 1926—36 ' 

Year 

Number of corporations reporting 

Total 
Net in
come Deficit Inactive 

Gross income from 
corporations 

Reporting net 
income 

Reporting 
deficit 

Total 

1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935, 
1936 

1,763 
1,167 
1,122 
1,160 
1, 045 
871 
702 
814 
951 
873 
801 

520 
600 
530 
363 
201 
68 
178 
287 
326 
367 

927 
595 
481 
536 
030 
621 
601 
676 
593 
497 
390 

$4,883, 
3, 768, 
4, 598, 
5,641, 
3,1.51, 
1, 803, 

19, 
1, 460, 
2, 544, 
3,938, 
4,621, 

720,693 
737, 432 
926, 939 
727, 356 
948, 382 
959, 000 
296,000 
417,000 
890,000 
329,000 
106,000 

$407, 
883, 
840, 
606, 
841, 

1,030, 
I, 4,54, 
738, 
401, 
274, 
163, 

410,028 
830,260 
961, 848 
873, 584 
904,142 
313, 000 
773,000 
908,000 
051,000 
201,000 
117,000 

$5,291, 
4,642, 
5,439, 
0. 247, 
3, 993, 
2, 834, 
1, 474, 
2, 206, 
2, 945, 
4, 212, 
4, 784, 

130, 721 
667, 692 
888, 787 
600,940 
852, 524 
272, 000 
069, 000 
325,000 
941,000 
530,000 
222, OOO 

Year 

Ne t income f r o m corporations 
Combined 
net income 
or d e f i c i t ' 

Year 
Reporting net 

income 
Reporting 

deficit 

Combined 
net income 
or d e f i c i t ' 

1920 . - $487,628,347 
397.988, 234 
462, 856,346 
,50,5,759,011 
232,066, 344 
149, 323,000 

1,629,000 
102,525, OOO 
136,327.000 
262, 732, 000 
433, 348,000 

If46,335,004 
77,467, 572 
98,054,718 
32, 052, 283 
73, 631, 246 

123, 634, 000 
200, 891, 000 
69, 053, 000 
44, 403, 000 
22, 218, 000 
11, 654, 000 

$442,293,343 
320, 520, 662 
354, 201, 628 
473, 706, 728 
168,436,098 
25. 789, 000 

»199, 262,000 
33, 472, 000 
91, 864, 000 

240, 564, 000 
421, 694,000 

1927 
$487,628,347 
397.988, 234 
462, 856,346 
,50,5,759,011 
232,066, 344 
149, 323,000 

1,629,000 
102,525, OOO 
136,327.000 
262, 732, 000 
433, 348,000 

If46,335,004 
77,467, 572 
98,054,718 
32, 052, 283 
73, 631, 246 

123, 634, 000 
200, 891, 000 
69, 053, 000 
44, 403, 000 
22, 218, 000 
11, 654, 000 

$442,293,343 
320, 520, 662 
354, 201, 628 
473, 706, 728 
168,436,098 
25. 789, 000 

»199, 262,000 
33, 472, 000 
91, 864, 000 

240, 564, 000 
421, 694,000 

1928 

$487,628,347 
397.988, 234 
462, 856,346 
,50,5,759,011 
232,066, 344 
149, 323,000 

1,629,000 
102,525, OOO 
136,327.000 
262, 732, 000 
433, 348,000 

If46,335,004 
77,467, 572 
98,054,718 
32, 052, 283 
73, 631, 246 

123, 634, 000 
200, 891, 000 
69, 053, 000 
44, 403, 000 
22, 218, 000 
11, 654, 000 

$442,293,343 
320, 520, 662 
354, 201, 628 
473, 706, 728 
168,436,098 
25. 789, 000 

»199, 262,000 
33, 472, 000 
91, 864, 000 

240, 564, 000 
421, 694,000 

1929 

$487,628,347 
397.988, 234 
462, 856,346 
,50,5,759,011 
232,066, 344 
149, 323,000 

1,629,000 
102,525, OOO 
136,327.000 
262, 732, 000 
433, 348,000 

If46,335,004 
77,467, 572 
98,054,718 
32, 052, 283 
73, 631, 246 

123, 634, 000 
200, 891, 000 
69, 053, 000 
44, 403, 000 
22, 218, 000 
11, 654, 000 

$442,293,343 
320, 520, 662 
354, 201, 628 
473, 706, 728 
168,436,098 
25. 789, 000 

»199, 262,000 
33, 472, 000 
91, 864, 000 

240, 564, 000 
421, 694,000 

1930 

$487,628,347 
397.988, 234 
462, 856,346 
,50,5,759,011 
232,066, 344 
149, 323,000 

1,629,000 
102,525, OOO 
136,327.000 
262, 732, 000 
433, 348,000 

If46,335,004 
77,467, 572 
98,054,718 
32, 052, 283 
73, 631, 246 

123, 634, 000 
200, 891, 000 
69, 053, 000 
44, 403, 000 
22, 218, 000 
11, 654, 000 

$442,293,343 
320, 520, 662 
354, 201, 628 
473, 706, 728 
168,436,098 
25. 789, 000 

»199, 262,000 
33, 472, 000 
91, 864, 000 

240, 564, 000 
421, 694,000 

1931 . . . 

$487,628,347 
397.988, 234 
462, 856,346 
,50,5,759,011 
232,066, 344 
149, 323,000 

1,629,000 
102,525, OOO 
136,327.000 
262, 732, 000 
433, 348,000 

If46,335,004 
77,467, 572 
98,054,718 
32, 052, 283 
73, 631, 246 

123, 634, 000 
200, 891, 000 
69, 053, 000 
44, 403, 000 
22, 218, 000 
11, 654, 000 

$442,293,343 
320, 520, 662 
354, 201, 628 
473, 706, 728 
168,436,098 
25. 789, 000 

»199, 262,000 
33, 472, 000 
91, 864, 000 

240, 564, 000 
421, 694,000 

1932 

$487,628,347 
397.988, 234 
462, 856,346 
,50,5,759,011 
232,066, 344 
149, 323,000 

1,629,000 
102,525, OOO 
136,327.000 
262, 732, 000 
433, 348,000 

If46,335,004 
77,467, 572 
98,054,718 
32, 052, 283 
73, 631, 246 

123, 634, 000 
200, 891, 000 
69, 053, 000 
44, 403, 000 
22, 218, 000 
11, 654, 000 

$442,293,343 
320, 520, 662 
354, 201, 628 
473, 706, 728 
168,436,098 
25. 789, 000 

»199, 262,000 
33, 472, 000 
91, 864, 000 

240, 564, 000 
421, 694,000 

1933 

$487,628,347 
397.988, 234 
462, 856,346 
,50,5,759,011 
232,066, 344 
149, 323,000 

1,629,000 
102,525, OOO 
136,327.000 
262, 732, 000 
433, 348,000 

If46,335,004 
77,467, 572 
98,054,718 
32, 052, 283 
73, 631, 246 

123, 634, 000 
200, 891, 000 
69, 053, 000 
44, 403, 000 
22, 218, 000 
11, 654, 000 

$442,293,343 
320, 520, 662 
354, 201, 628 
473, 706, 728 
168,436,098 
25. 789, 000 

»199, 262,000 
33, 472, 000 
91, 864, 000 

240, 564, 000 
421, 694,000 

1934 

$487,628,347 
397.988, 234 
462, 856,346 
,50,5,759,011 
232,066, 344 
149, 323,000 

1,629,000 
102,525, OOO 
136,327.000 
262, 732, 000 
433, 348,000 

If46,335,004 
77,467, 572 
98,054,718 
32, 052, 283 
73, 631, 246 

123, 634, 000 
200, 891, 000 
69, 053, 000 
44, 403, 000 
22, 218, 000 
11, 654, 000 

$442,293,343 
320, 520, 662 
354, 201, 628 
473, 706, 728 
168,436,098 
25. 789, 000 

»199, 262,000 
33, 472, 000 
91, 864, 000 

240, 564, 000 
421, 694,000 

1935 

$487,628,347 
397.988, 234 
462, 856,346 
,50,5,759,011 
232,066, 344 
149, 323,000 

1,629,000 
102,525, OOO 
136,327.000 
262, 732, 000 
433, 348,000 

If46,335,004 
77,467, 572 
98,054,718 
32, 052, 283 
73, 631, 246 

123, 634, 000 
200, 891, 000 
69, 053, 000 
44, 403, 000 
22, 218, 000 
11, 654, 000 

$442,293,343 
320, 520, 662 
354, 201, 628 
473, 706, 728 
168,436,098 
25. 789, 000 

»199, 262,000 
33, 472, 000 
91, 864, 000 

240, 564, 000 
421, 694,000 1936 2 

$487,628,347 
397.988, 234 
462, 856,346 
,50,5,759,011 
232,066, 344 
149, 323,000 

1,629,000 
102,525, OOO 
136,327.000 
262, 732, 000 
433, 348,000 

If46,335,004 
77,467, 572 
98,054,718 
32, 052, 283 
73, 631, 246 

123, 634, 000 
200, 891, 000 
69, 053, 000 
44, 403, 000 
22, 218, 000 
11, 654, 000 

$442,293,343 
320, 520, 662 
354, 201, 628 
473, 706, 728 
168,436,098 
25. 789, 000 

»199, 262,000 
33, 472, 000 
91, 864, 000 

240, 564, 000 
421, 694,000 

$487,628,347 
397.988, 234 
462, 856,346 
,50,5,759,011 
232,066, 344 
149, 323,000 

1,629,000 
102,525, OOO 
136,327.000 
262, 732, 000 
433, 348,000 

If46,335,004 
77,467, 572 
98,054,718 
32, 052, 283 
73, 631, 246 

123, 634, 000 
200, 891, 000 
69, 053, 000 
44, 403, 000 
22, 218, 000 
11, 654, 000 

$442,293,343 
320, 520, 662 
354, 201, 628 
473, 706, 728 
168,436,098 
25. 789, 000 

»199, 262,000 
33, 472, 000 
91, 864, 000 

240, 564, 000 
421, 694,000 

' U . S . Treasury Department, Bureau of Internal Revenue, Statistics of Income. 
J Net deficit. 
' U . S. Treasury Department, Biu^cau of Internal Revenue, Statistics of Income (preliminary report). 

•5,000 
'4,000 
i7,000 
'0,000 
19,000 
!5, 000 

port). 
ivised 

Number of corporations reporting,—The number of corporations in 
the motor-vehicles group, reporting for the period 1926-36 ranged 
from a high of 1,753 in 1926, to a low of 702 in 1932, with the trend 
downward. Marked decreases in the number of corporations report
ing, of 586 and 174, took place between the 3̂ ears 1926-27 and the 
years 1930-31, respectively. For 1936, 801 reports were received, 
which was the lowest numlser for the 11-year period except for 1932. 

The number of corporations reporting net income in 1926 was 826, 
the highest for the 11-year period, with an aggregate gross income of 
$4,884,000,000. By 1929, the number of corporations reporting a net 
profit had decreased to 530, with a peak gross income for the period 
of $5,642,000,000. The aggregate gross income reported by the 68 
corporations reporting a profit in 1932, tbe lowest for the 11-year 
period, was onlj ' $19,296,000. A gradual increase in the number of 
corporations reporting net income, as well as an increase in the 
amount of gross income reported, took place from 1933 to 1936, so 
that in the latter year 367 corporations reported gross income of 
$4,621,000,000. 

Corporations reporting deficits were most numerous m 1926 when 
927 .showed $407,000,000 gross income, The 390 corporations re-
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porting deficits for 1936 with gross income of $163,117,000, was the 
lowest in both number and amomit for the 11-year period._ Chart 1 
shows graphically the number of corporations manufacturing motor 
vehicles, bodies and parts, and the number reporting net income, 
deficits, or inactive, for the period 1926-36. 

Charf I NUMBED OF MOTOR VEHICLE, 
COMPLETE OR PARTS, CORPORATIONS 
REPORTING NET INCOME,A DEFICIT, OR 
INACTIVE FOR THE YEARS 1926-1936, 

Gross and net income.—The trend of total gross income, net income 
and deficits for the corporations manufacturing motor vehicles, com
plete or parts, as compared with all corporations, as shown in tables 
3 and 4, is indicated in the following indexes for the 11-year period, 
using for both series the peak year 1929, as 100: 
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1929 = 100 

15 

Year 

Motor vetiioles, complete and 
parts 

Al l manufacturing 
corporations 

Year 
Gross Net in Deficit Gross Net in Deficit 

income come 
Deficit 

income come 
Deficit 

1926 .- • 85 B6.0 lil 8S S3 74 
74 79.0 242 90 77 86 

1028 _ 87 90.0 308 95 91 82 
1929 100 100.0 100 100 100 100 
1930.. 64 40.0 ' 230 86 55 167 
1931 45 30.0 386 67 32 239 
1932. ._ 24 .3 627 50 18 268 
1933.. 35 20.0 215 52 26 190 
1934... _ 47 27.0 139 63 37 143 
1935 67 .52.0 69 71 44 119 
1930 - 77 86.0 30 82 81 74 

Compared with gross income reported by aU manufactming cor
porations, motor vehicles, complete and parts, showed a relatively 
lower level of total gross income previous to 1929, and the decrease in 
gross profits after 1929 to the depth of the depression in 1932, was 
also greater in extent than for the "aU industries" group; like%vise, 
recovery was more rapid for the latter group. This is further demon
strated by the fact that in 1929 corporations manufacturing motor 
vehicles, complete and parts, reported total gross income of $6,247,-
601,000, which was approximately 3.9 percent of the total gross 
income of $160,621,509,181 reported by aU corporations. The pro
portion for 1932 was 1.8 percent and for 1936 i t was 3.6 percent. 

In terms of net income, corporations manufacturing motor vehicles, 
complete and parts, compared with "all corporations" reporting, fared 
relatively worse during the period 1929-34. Previous to 1929, the 
trend was about the same for both groups of corporations, but after 
1929 the motor vehicles group dropped to a much lower relative level 
by 1932 than did the "aU corporations" group, and considering the 
level from which net profits had to recover, the comeback in the former 
group was more rapid and spectacular. 

The trend of net income for motor vehicles, complete and parts, 
demonstrates that the net profit position of this industry, with its 
heavy fixed investment, is directly and (juickly affected by any change 
in general business conditions.. This direct responsiveness to change 
in business conditions by any one industry group is obscured in the 
"aU corporations" net profit data because of the diversity of industries 
represented in the group and the fact that not aU of them are affected 
to the same degree by changes in business conditions. 

The deficit index series for the two groups of industry classes shows 
the trend relative to 1929, and should not be considered without 
reference to the actual doUar deficits involved, as shown in tables 3 
and 4. The deficit reported by the motor vehicles group for 1929 
was about 1.1 percent of the "all corporations" group deficit for that 
year. In 1932, the proportion was about 2.6 percent, and in 1936, 
a,pproximately 0.5 percent. Both for the number of motor vehicles, 
complete and parts, corporations reporting and their total amounts 
of deficit, 1936 was the lowest for the 11-year period. A relatively 
more rapid recovery from the business depression by the motor 
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vehicles group than by the "aU corporations" group is indicated by 
the deficit index series. 

In terms of combined net income or deficit, the motor vehicles 
group showed a net deficit for the year 1932 only, wliUe the "all 
corporations" group showed a net deficit for the years 1931, 1932, 
and 1933. The combined net income of $91,864,000 reported by the 
former group for 1934 was practically the same ($94,170,000) as for 

(had 2. QROSS |NCOME,NET INCOME 
OR DEFICIT FOR CORPORATIONS 
MANUFACTURING MOTOR VEHICLES, 

COMPLETE OR PARTS,I926-I936. 

the "aU corporations" group in 1934. I t is apparent from this that 
the income data for the "all corporations" group is relatively less-
useful in portraying the impact of economic conditions on industry 
because such effects are obscui'ed by the cross currents of the many 
industry groups included in the composite. 

Chart 2 shows graphically the gross income, net income, or deficit, 
for corporations manufacturing motor vehicles, complete or parts, 
for the period 1926-36. 
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SECTION 4. T H E TREND OF MOTOR VEHICLE REGISTRATIONS 

Registrations i n the United States.—Alotor vehicle registration 
figures as published yearly since 1913 by the Bureau of Public Roads, 
United States Department of Agriculture, attest to the rapid accept
ance of the automobUe by the Ameiican public. Although some 
duplication exists in the data, because of scrapping of cars, resales, 
and reregistrations, so that the total registration ligm'es are somewhat 
in excess of the actual number of miits in use, the extent of the dupli
cation is not enough to materially afl'ect their comparabUity from year 
to year. 

There were approximately a mUlion and a quarter motor vehicles 
registered in 1913, but by 1920 the niimber was almost 10,000,000, 
or over 7 times greater. By 1930 registrations had passed the 25,000,-
000 mark, which was 21 times the motor vehicles registered in 1913, 
Although the rate of increase in registrations was gradually slowing 
down, there were ahnost 30,000,000 in 1937, or almost 24 times the 
number of motor vehicles registered in 191-3. Registrations lagged 
during the depression period, but somewhat more slowly and not to 
the same extent that production of motor veMcles did. While regis
trations between 1929 and 1933 only dropped approximately 10 per
cent, production in terms of units decreased approximately 65 percent, 
indicating that a large proportion of the cars in existence during 1929-
33 were kept in use in spite of unfavorable economic conditions and 
for longer periods than normally was the case. 

The steady increase in the number of motor vehicle registrations 
per 1,000 of United States population for the period 1913-37, is an 
index of the motor vehicle's increasing imjiortance as a means of 
transportation. I n 1913 there were 13 registrations per 1,000 of 
population, by 1920 the figure stood at 86, by 1925 at 172, by 1930 
at 215, and by 1937 at 230, or about 18 times what i t was tn 1913. 
Preliminary estimates for 1938 indicate about 227 registrations per 
1,000 population, or slightly less than in 1937. I t is estimated that 
in 1937 the population per motor vehicle stood at 4.3, in 1929 at 4.6 
persons, and in 1913, at 77 persons. 

Chart 3 shows graphically the trend of motor vehicle registrations 
and the number of registrations per 1,000 of United States population 
for the period 1913-37. 
• World motor-vehicle registration,^—World motor-vehicle registration 

figures for 1937 totaled 42,677,948, of which approximately 70 per
cent were in the. United States. The population for each motor 
vehicle registered in the world, excluding the United States, was 
approximately 149 in 1937, with the United States included, i t was 
48, and for the United States as a whole, 4.3. Canada ranked second 
with 8, England third with 18, France next with 19, and Denmark 
fifth with 26. 

Geographical distribution i n the United States of motor-vehicle regis
trations.—Of interest in connection with motor-vehicle registrations 
in the United States is their distribution by States and by geographic 

' Automobile Facts aud Figures, 1938, pp. 39, 82, and 84. 
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divisions. Table 5 shows for 1937, by State and by geographic 
division, the population, the number of motor-vehicle registrations, 
the number of persons for each motor-vehicle registration, and what 
proportion of total United S£ates population and motor-vehicle regis
trations are accounted for by each geographic division. 

TABLE 5.—Population, motor-vehicle registrations, population per motor vehicle 
registered, by Stales and geographic divisions, for ihe year 1937 

Division and State 
Estimated 
population 
as of .luly 1, 

1937 > 

Totol motor-
vehicle regis

trations 

Population 
per motor 

vehicle 
registered 

8,597,000 1,806,610 
Number 

4.6 

856, 000 
510,000 
383, 000 

4, 420, 000 
681, 000 

1,741, 000 

200,907 
125,939 
88,958 

846,566 
167, 586 
436, 564 

4,3 
4.0 
4.3 
S.2 
4.1 
4.0 

27, 478, 000 6,641,021 5.0 

12,95ft, 000 
4, 343, 000 

10, 176,000 

2,501,703 
994,497 

1,984,821 

6.1 
4.4 
6.1 

25,841,000 6,960, 579 3.7 

6,733,000 
3,474,000 
7, 878,000 
4,830,000 
2,920,000 

1,876,132 
956,016 

1,768, 946 
1, 606, 111 

854,374 

3.6 
3.6 
4.5 
3.2 
3.4 

13,819,000 3, 761,437 3.7 

2,052,000 
2, 552,000 
3,939,000 

706,000 
692,000 

1,364,000 
1,864,000 

822, 698 
745, 602 
835,895 
173,188 
184,743 
412,726 

, 686,685 

3.2 
3.4 
4.8 
4.1 
3.7 
3.3 
3.2 

17,260,000 3,048,244 B.7 

261, 000 
1,679, 000 

627,000 
2,706,000 
1,885,000 
3,492, 000 
1,876, 000 
3,086, 000 
1,670,000 

63,699 
387,410 
184,119 
440, 713 
290, 837 
625, 350 
296, 224 
441,847 
418,145 

4.1 
4.3 
3.4 
6.1 
6,4 
6.6 
6,3 
7.0 
4.0 

10, 731,000 1,344,484 8.0 

2,920,000 
2,893, 000 
2,89,5,000 
2,023,000 

404,455 
400,384 
313,369 
226,286 

7.2 
7.2 
9.2 
8.9 

12, 900,000 2, 652, 742 4.9 

2,048, 000 
2,132, 000 
2, 548, 000 
6, 172, 000 

229,867 
323,498 
547, 203 

I , 552,114 

8.9 
6.6 
4.7 
4.0 

New England , 

Maine _ 
New Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 

Middle Atlantic 

New York. 
New Jersey 
Pennsylvania 

East North Central 

Ohio 
Indiana 
Illinois . 
Michigan 
Wisconsm. 

West North Central 

Minnesota 
Iowa 
Missouri 
North Dakota... 
iSouth Dakota.-
Nebraska 
Kansas L 

Bouth Atlantic '-

Delaware. 
Maryland 
District of Columbia.. 
Virginia 
West Virginia 
North Carolina 
South Carolina . 
Georgia ., 
Florida 

East South Central 

Kentucky ., 
Teimessee.-
Alabama 
Mississippi . 

West South Central 

Arkansas... . 
Louisiana 
Oklahoma... 
Texas 

1 U . S, Department of Commeree,' Bureau of the Census. 
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T A B L E 5 ,—Popula t ion , motor-vehicle registrations, popula t ion per m.oior vehicle 
registered, by States and geographic d ivis io j i s , f o r the year 1 9 3 7 — C o n t i n u e d 

Division and State 

Estimated 
population 
as of July 1, 

1937 

Totol motor-
vehicle regis 

tration."! 

Pop-jlation 
per motor 

vobicls 
registered 

Mountain 

Montana 
Idaho 
Wyoming.... 
Colorado 
New Mexico. 
Arizona 
Utah 
Nevada 

Pacifie 

Washington. 
Oregon 
Cahfomia 

Total 

3, 792,000 1,149,719 

539,000 
493,000 
235.000 

1,071,000 
422,000 
412,000 
619, 000 
101, 000 

173,892 
142,110 
81,837 
337, 217 
118,106 
129, 210 
126, 692 
40, 655 

,. 839, 000 3,. 380.. 4S1 

1, 658, 000 
1, 027, 000 
6,154, 000 

535, 483 
360, 348 

2, 484, 653 

129,2.57,000 2fi, 705, 200 

Number 
3.3 

3.1 
3.5 
2.9 
3.2 
3.0 
3.2 
4.1 
2.5 

2.6 

3.1 
2.9 
2.6 

Compared with the national figure of 4.3 persons, the number of 
persons per motor vehicle registered in each State ranged from 2.5 
in California and Nevada to 9,2 in Alabama, whUe the range for 
geographic divisions was from 2.6 for the Pacific division to 8 for the 
East South Central division. 

The number of persons per motor vehicle registered in any State or 
geographic division is only a ratio between registrations and popula
tion, giving no indication of its importance in terms of actual regis
trations. For example, both California and Nevada had 2.5 persons 
per registration, yet in the former State there were 2,484,653 regis
trations and an estimated popiUation of 6,154,000, while in the latter 
only 40,655 registrations and an estimated population of 101,000. 
In terms of actual number of registrations the State of New York 
leads with 2,5^1,703 and California a close second with 2,484,653. 
However, whUe New York had a population of almost 13 million, 
California had only somewhat over 6 mUlion. In addition to New 
York and CalUornia, Petmsylvania, Ohio, Illinois, Michigan, and 
Texas had over a million and a half registrations each, and all of the 
remaining States had fewer than a mUlion. Vermont, Delaware, 
Wyoming, and Nevada a.U had fewer than 100,000 motor-vehicle 
registrations, which is not unexpected as the group also ranks lowest 
in point of population per State. 

Of interest is the concentration of motor-vehicle registrations by 
geographic divisions. Almost one-fourth of all registrations were 
accounted for by the East North Central division and almost one-
fifth by the Middle Atlantic division._ The New England, Middle 
Atlantic, and the East North Central divisions accoimted for approxi
mately 50 percent of all United States motor-vehicle registrations 
in 1937, and, these 3 geographical divisions and the W êst North 
Central division had over 60 percent of aU registrations in the United 
States. The 21 States in these 4 geographical divisions had about 
59 percent of the total population. In contrast, the East South 
Central, West South Central, and Mountain divisions, made up of 



REPORT ON MOTOR VEHICLE INDUSTRY 2 1 

16 States, accounted for approximately 17 percent of total motor-
vehicle registrations in 1937, and approximately 21 percent of the 
total population. 

SECTION 5. UNIT-SALES VOLUME OF MOTOR VEHICLE 
MANUFACTURERS 

The unit-sales trend of the motor-vehicle mdustry is another indi
cation of the growth of the mdustry and how it has been affected by 
changes in general economic conditions. Such information is deficient 
in that i t gives no measure of the changes in design, construction, and 
power of motor veliicles that have taken place over a period of time. 
Certain aspects of this problem are, however, discussed in chapter 
X V I I , of tliis report. 

Table 6 shows factory unit sales of passenger cars and trucks, 
busses, etc., separate and combined, 1900-1938, by years; total unit 
sales by 5-year periods and percent each is of total sales; and total 
unit sales for each 5-year period accumulated and percent each is of 
total sales. 

Total unit sales in 1900 were somewhat over 4,000; in 1902, over 
twice that number; and by 1905, 25,000. By 1909, sales exceeded 
130,000 units, and 2 years later somewhat over 200,000 units were 
sold. That yearly increases in unit sales were rapid from this point 
on is indicated by the fact that ahnost a milhon motor vehicles were 
sold in 1915, and over a million and a half in 1916. In 1920, unit 
sales were well over 2,000,000. During the period 1900-1920 passen
ger-car sales ranged from a low of 4,192 in 1900 to a high of 1,906,000 
imits in 1920, each year showing an increase except during 1918 and 
1919, when war activities took precedence over production of passenger 
automobiles. 

The trend of motor-vehicle sales from 1900 to 1915 indicates the 
strength of the relatively imsatisfied demand for the new type of 
transportation, because in spite of periods of depresssion of varing 
intensity in 1903-4, 1907, 1911, and 1914, unit sales increased year 
by year, except for 1903-4, the percentage of increase was smaller in 
the depression years. The period 1922-38 shows a sales trend affected 
to a greater extent by years of adverse economic conditions, for each 
period of business depression or recession .shows decreased unit sales 
as compared with the preceding year. In 1929 the all-time peak in 
unit sales to date was attained of almost 5,400,000. The serious 
depression .years that foUowed were reflected in unit sales which de
creased to not quite 1,400,000 in 1932, or approximately 200,000 units 

by fewer than the imit sales volume in 1916 and 1921. Following 1932, 
3re unit sales in 1933 increased to almost 2,000,000, in 1935 to almost 
16- 4,000,000, and in 1937 to_ a high of approximately 4,800,000 units, 
lie Uncertain economic conditions again brought about a decrease in 
xi- unit sales to approximately 2,600,000 in 1938. 
ms Truck-unit sales were first shown for 1904, with a total under 500 
:th and not until 1914 did unit sales exceed 25,000. For the period 
jcd 1904-20, sales of trucks increased yearly until almost 325,000 units 
)ut were sold in 1920. The post-World War slump in 1921 is reflected in 
ith sales of motor vehicles, for total sales dropped to 1,616,000 units, 
of passenger-car sales to 1,457,000 units, and truck sales to 159,000 units. 
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The unit sales of trucks, busses, etc., which up to 1922 had not 
exceeded 322,000 passed 400,000 units in 1923, 500,000 in 1925, and 
770,000 in 1929. Unit truck sales from 1929 to 1932 decreased 69.5 
percent or over half a million, while passenger-car unit sales decreased 

a.r/ 4 FACTORY UNIT SALES BY TYPES.DOMESTIC AND FOREIGN,, 
OF UNITED STATES MOTOR VEHICLE MANUFACTURERS 

FOR THE PERIOD 1921-1938. 

75.2 percent. Unit sales of trucks had again exceeded 575,000 in 
1934, attained almost 700,000 units in 1935, and by 1937 had reached 
almost 900,000 units, the nearest to 1,000,000 unit sales since trucks 
were first manufactured. In 1938 unit sales of trucks did not quite 
reach half a million units. 
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An analysis of total factory sales by 5-year periods shows that less 
than 1 percent of the estimated total sales of almost 73,000,000 units 
from 1900 to 1938 were made in the first 10 years, and less than 14 
percent in the first 20 years, and up to 1925 less than one-third. 
The next 5 years accounted for approximately 30 percent of estimated 
total sales, or almost equal to sales for the preceding 25 years. Up 
to 1930, each 5-3''ear period showed a marked increase over the pre
ceding 5 years, but the depression period 1930-34 with a proportion 
of total sales of only approximate^ 16 percent was a little over 3 
percent less than for the period 1920-24. The almost 22 percent of 
total sales accoimted for during the 4-3̂ ear period, 1935-38, shows an 
increase in sales, but considerably imder the trend established during 
the period 1900-1929. 

Sales of passenger cars analyzed by 5-3'ear periods reveal a rapid 
increase in the proportion of total sales of passenger cars for each 
period from 1900 to 1929, but a marked decrease from 1930 to 1938, 
considerably under the sales trend as indicated by the preceding 
periods. 

Of estimated total sales of passenger cars of approximately 63,000,-
000 units approximate^ one-third (34 percent) were sold from 1900 
to 1924; somewhat less than one-thu-d (30 percent) from 1925 to 1929; 
and somewhat over one-tliird (36 percent) from 1930 to 1938. The 
tremendous increase in truck and commercial motor-vehicle trans
portation in more recent years is shown by. the fact that of estimated 
total sales since 1904 of approxunately 10,000,000 units, less than 25 
percent (24 percent) had been made by 1924, but over 25 percent 
(27 percent) were made in the next 5 years, and approximately half 
(49 percent) of all truck sales were made during the years 1930-38. 
In other words, approximately 75 percent of factory truck sales were 
made in the period 192,5-38. 

The greater sensitivity to economic conditions shown by the sales 
trend during the period 1921-38 as compared with that for the period 
1900-20 is probably due to changed economic conditions involving a 
combination of income factors, population factors, employment con
ditions, .foreign-trade conditions, and the steadity increasing number 
of motor vehicles in use as indicated by motor-vehicle registrations. 
In the early history of the motor-vehicle industry sales increased 
steadily in spite of economic depressions probabty because of the 
relatively large unsatisfied demand that still existed in the higher 
mcome brackets. This could easity have been the case, for in 1913 
there were 13 registrations per 1,000 population. 86, in 1920, and 
230 in 1937. 

Automobile Manufacturers Association estimates that the average 
life of motor vehicles has increased from 5 years in 19.13 to approxi
mately 8 years in 1936. A recent study by Marcus Ainsworth and 
Adolph F. Schwartz, for the Penn Mutual Life Insurance Co., esti
mated that 3,178,524 passenger cars or 12 percent of total passenger-

!• car registrations, were of cars manufactured in 1928 or earlier; ^ and 
1 thus the factor of longer-lived cars enters the sales picture to intensify 
5 the so-called "used-car problem" in times of either economic stress or 

prosperity. 

< See Automotive Industries, Febniary 25, 1939. 

171233—89 4 
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I t is difficult to estimate the extent to which the declining rate of 
population growth has affected sales of motor vehicles in the period 
since 1920 as compared with the preceding two decades. The possi
bility that i t \vill become an increasingly important factor in the future 
must be recognized. 

The unit-sales trend of motor vehicles for more recent years seems 
to reflect the increasingly depressing effect of adverse economic con
ditions on unit sales as compared with the earlier decades of the 
industry's history. That changed economic conditions of a relatively 
permanent character must be faced by the motor-vehicle industry is 
readily apparent, but what their impact on the industry will be or the 
units comprising it, only the future will reveal. 

SECTION 6. CONCENTRATION I N THE SALE OF MOTOR VEHICLES 

As shown in section 5, page 22 of this chapter, there has been a 
tremendous increase in unit production of motor vehicles in the rela
tively short period since 1900. Also apparent was the increasing 
effect of fluctuating demand on the industry, particularly after the 
World War. As the total number of units produced by the industry 
was increasing, a declining trend in the number of motor-vehicle man
ufacturers was developing. An early study of manufacturer mortality 
showed that although many "paper" companies were formed that 
never engaged in actual passenger-car production, only approximately 
181 different companies manufactured passenger cars commercially 
during the period 1903-26, that 137 had either gone out of business 
or had been acquired b^ a competitor during the period, and that 44 
remained in 1926.̂  Tms appears essentially correct, for the Census 
of Manufactures in 1927 lists 40 separate manufacturers of passenger 
vehicles. That the trend toward fewer companies continued is shown 
by the 1935 Census of Manufactures which lists only 17 separate 
passenger-vehicle manufacturers not including makers of busses and 
taxicabs, and as of March 28, 1939, Automobile Manufacturers Asso
ciation reported in a letter to the Commission that at the present time 
there were 11 companies manufacturing gasoline passenger automo
biles on a commercial scale in the United States. 

With the number of motor-vehicle producers decreasing through 
retirements from business, mergers, and consoHdations and with rapid 
increase in demand, large-scale production has been the result. No 
attempt will be made to explain the marked decrease in the number 
of passenger-car manufacturers and the decrease in the number of 
manufacturers of most of the other types of motor vehicles, except to 
point out that economy of mass production, introduction of yearly 
models, and the increasing importance of the style factor, the large 
amount of capital required to finance new models in good and bad 
years, all favored the large manufacturing company with, huge capital 
and equipment resources. 

The extent and direction of concentration in the motor-vehicle 
industry, based upon data furnished by the companies, are clearly 
indicated in the following table which shows the number of motor 
vehicles (passenger and truck) sold by the principal motor-vehicle 
manufacturing groups during alternate years from 1911 to .1937, in
clusive, as well as the proportion of total motor-vehicle sales accounted 
for by each: 

'Epstein, P,. 0., The Automobile Industry, 1928, pp. 163-169. 
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TABLE 7.—Comparison of number and proportion of motor vehicles {passenger and 

truck) sold by ihe principal manufacturers during alternate years from 1911 to 1937 

Year 

To ta l 
number of 

motor 
veliicles 

sold b y al l 
manufac
turers ' 

Clirysler 
Corpora
t ion sales 

Ford 
Motor 

Co. sales 

General 
Motors 

Corpora
t ion sales 

Subtotal, 
Chrysler 
Corpora

t ion, Ford 
Motor Co., 

General 
Motors 

Corpora
t ion sales 

Subtotal, 
Hudson, 

Nasb, 
Packard, 

Studebaker 
sales 

To ta l sales, 
7 compa

nies covered 
i n Com
mission's 
i n q u i r y 

A l l other 
manufac

turers* 
sales, ex

cept 7, cov
ered i n 

Commis
sion's 

i n q u i r y 

1911. 
1913. 
1915. 
1917. 
1919. 
1921. 
1923. 
1926. 
1927. 
1929. 
1931. 
1933. 
1935 
1937. 

1911. 
1913. 
1915. 
1917. 
1919. 
1921. 
1923. 
1925. 
1927. 
1929. 
1931. 
1933. 
1936. 
1937. 

210, 000 
485, 000 
970,000 

1, 874, 000 
1, 934,000 
1, 683, 916 
4,034,012 
4, 265,830 
3, 401. 326 
5, 368, 420 
2,389, 738 
1, 920, 057 
3, 940, 934 
4,808,974 

Percent 
100.00 
100.00 
100.00 
100.00 
lOO. 00 
100.00 
100.00 
100.00 
100. 00 
lod. 00 
100. 00 
300.00 
100. 00 
100. 00 

Units 

134,478 
182, 627 
422, 242 
261,898 
438, 236 
820, .553 

1,113,900 

Percent 

3.16 
6. 37 
7.88--

10.9G 
22.82 
20,79 
23.16 

Units 
40,402 

182, 809 
355, 276 
802,771 
782, 783 
933, 720 

1, 917,353 
1,771,338 

359, 907 
I , 717, 515 

626, 486 
393, 039 

1,123, 698 
1,054,718 

Percent 
19.24 
37.69 
36.62 
42.86 
40.48 
65.45 
47.53 
41.62 
10.58 
32.05 
26. 22 
20.47 
28.47 
21.93 

Units 
35,752 
57, 270 

102,388 
203, 119 
362, 679 
198, 487 
764, 713 
790, 880 

1,472, 721 
1, 799, 641 

997, 742 
778, 980 

1, 504, 699 
1,907, 645 

Percent 
17.02 
11.81 
10.66 
10.83 
18.75 
11.79 
18. 71 
IS. 64 
43.30 
33.69 
41.75 
40.67 
38.12 
39.67 

Units 
76,154 

240,079 
4,57, 664 

1,006.89fl 
1,14,5, 462 
1,132, 207 
2, 672, 066 
2, 690, 696 
2,015,265 
3, 939, 398 
1,886, 126 
1, 610, 255 
3,448, 8.50 
4, 076,283 

Percent 
36.26 
49.60 
47,18 
53. 68 
59.23 
67.24 
06.24 
63. 22 
59.26 
73. S2 
78.93 
83. 86 
87.38 
84.76 

Units 
31, 298 
45, 682 
64,408 
87,999 

118, 740 
121, 914 
309, 284 
615, 211 
664,016 
668, 802 
166,442 
108, 832 
244, 445 
377,372 

Percent 
14. 91 
9,40 
6.64 
4,69 
6.14 
7.24 
7.67 

12.08 
16.29 
10.48 
6.96 
5.67 
6.19 
7.85 

Units 
107, 462 
285,661 
622, 072 

1, 093, 889 
1,264, 202 
1, 264,121 
2, 981,350 
3,211,907 
2, 569, 271 
4, 508, 290 
2, 062, 608 
1, 719, 087 
3, 693, 295 
4,453,635 

Percent 
51.17 
58.90 
53. 82 
.58,37 
65.37 
74.48 
73.91 
76.29 
76. 54 
84.00 
85.89 
89,63 
93.67 
92.61 

Units 
102, .548 
199,339 
447, 028 
780, U l 
069, 798 
429,795 

1,052, 662 
1, 053, 923 

832, 056 
850, 130 
337, 170 
200, 970 
253,639 
365,339 

Percent 
48,83 
41:10 
46.18 
41,63 
34.63 
25.52 
26.09 
24.71 
24.46 
16.00 
14.11 
10.47 
6. 43 
7.39 

1 U . S. Department of Commerce, Bureau of the Census, Statistical Abstract of the Uni ted States, 1936, 
p. 363, tor year 1911-19 and Census o£ Manufactures 1921-37. Figures for 1911-21 represent product ion and 
1923-37 represent sales. 

The three leading producers of motor vehicles, Chiysler Corpora
tion, Ford Motor Co., and General Motors Corporation, are called 
the "Big Three" by the industry. Of the 5,358,420 motor vehicles 
sold in the peak year of 1929, the three corporations accoimted for 
3,939,398 imits, or almost 74 percent. In 1937, of the 4,808,974 units 
sold the "Big Three" accounted for 4,076,263 units, or about 85 per
cent. In comparison, the independents, covered by the Commis
sion's inquiry, Hudson Motor Car Co., Nash-Kelvinator Corporation, 
Packard Motor Car Co., and Studebaker Corporation, accoimted for 
568,892 of the total sold m 1929, or approximately 11 percent, and for 
only 377,372 of the total units sold in 1937, or about 8 percent. 
Whereas motor-vehicle manufacturers other than the seven enumer
ated accounted for 16 percent of all vehicles sold in 1929, in 1937 the 
proportion had decreased to approximately 7 percent. The extent 
of concentration in more recent years is emphasized by data for 1911, 
when General Motors and Ford (Chrysler Corporation was not then 
in existence) accomited for only 36 percent of total motor-vehicle 
sales, the independents, excepting Nash (which was not in existence), 
accounted for about 15 percent, and all other companies, most of 
which are not now in business, accomited for about 49 percent of total 
sales. 
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The change in proportion of total sales from almost 50 percent in 
1911 to less than 8 percent in 1937 accounted for by motor-vehicle 
manufacturers other than the seven companies included in the Com
mission's inquiry raises the question of how each of the seven com
panies have fared since 1911. Briefly, as shown above, increased 
sales by the "Big Tlxree" accounted for their increased proportion of 
total sales, while the fom- independents have with difficulty main
tained then- own or shown some loss. Since the peak year of 1929, 
when the "Big Three" sold about 74 percent of total sales of motor 
vehicles and the independents sold less than 11 percent, the former 
group increased its proportion in 1931, 1933, and 1935 while the 
latter group showed a decrease to about 7 percent in 1931, another 
decrease in 1933 to less than 6 percent, and a slight increase over 1933̂  
in 1935. Wliile the "Big Three" showed a net increase over their 
proportion of 74 percent in 1929 to 85 percent in 1937 the independ
ents showed a net loss dropping from approximately 11 percent to 
about 8 percent of the total. 

Of the "Big Three" Ford Motor Co. was the dominant company in 
point of unit sales up to the change from model T to model A in 1927, 
accounting for a proportion of total sales as high as 55 percent in 1921 
and 42 percent in 1925, but after 1927 it was unable to regain its 
former leading position. From a proportion of total sa.les in 1929 of 
32 percent the company proportion decreased to 22 percent in 1937. 

General Motors Corporation up to 1927 had not exceeded 19 per
cent of total sales, but in 1927, the year Ford Motor Co. production 
was low due to change of models, its proportion of total sales of motor 
vehicles abruptly increased to 43 percent. As would be expected, 
this increase was accounted for principally by an increase in the pro
portion of Chevrolets sold from 11 percent of total unit sales in 1925 
to almost 28 percent in 1927. Much of this gain was retained by 
Chevrolet, for in subsequent 2-year periods its proportion of total 
sales did not fall below 23 percent, and in 1931 and 1933 somewhat 
exceeded 31 percent. Except for the Chevrolet division no other 
General Motors division showed any significant increase in its pro
portion of total motor-vehicle sales. In total number of motor-
vehicle units sold, however. General Motors Corporation led all other 
companies, in 1937 accounting for about 40 percent of total sales. 

Chrysler Corporation, which came into the picture in 1925, ac
counted for only about 8 percent of total sales in 1929, but by 1937 
had almost tripled its proportion by accounting for approximately 
23 percent of total motpr-vehicle sales. The Plymouth division 
showed the greatest increase in proportion of total sales, rising from 
about 2 percent in 1929 to 13 percent in 1933 and showing a propor
tion in 1937 of 11 percent. The Dodge division showed a steady 
increase in proportion of total sales with an increase from 3 percent 
in 1929 to 8 percent in 1937. For the alternate year periods shown 
Chrysler exceeded the Ford proportion of total sales in 1933 and 1937. 

Of the four leading independents only Studebaker Corporation 
and Packard Motor Car Co. showed an increase in the proportion of 
total sales since 1929. These increases were offset by even greater 
decreases in proportion of total sales suffered by Hudson Motor Car 
Co. and Nash-Kelvinator Corporation. 

I t is apparent that sales of motor vehicles in the United States are 
dominated by the "Big Three," General Motors Corporation, Chrj'̂ sler 
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'Corporation, and Ford Motor Co. That the remaining motor-
vehicle manufacturers are of but minor importance is indicated by 
their relatively small proportion of total motor-vehicle sales, and the 
increasing difficulty involved in maintaining even then' present relative 
positions. 

Concentration in the sale of passenger cars.—As passenger cars com
prise a large part of total motor-vehicle sales the proportion of total 
passenger-car sales sold by the leading manufacturing groups follows 
in general the trend shown for combined sales of passenger cars and 
trucks, except that the degree of concentration is more pronounced. 
The following table shows the number and proportion of total unit 
passenger-car sales based upon data furnished by the companies ac
counted for by the leading manufacturing groups by alternate years for 
the period 1911-37: 

TABLE 8.—Comparison of number and proportion of passenger motor vehicles sold 
by the principal manufacturers during alternate years from 1911 to 19S7 

Year 

T o t a l num
ber passen
ger motor 
vehicles 
sold by 

all manu
facturers 1 

Chrysler 
Corpora
t ion sales 

Ford 
M o t o r 

Co. sales 

General 
Motors 

Corpora
t ion sales 

Subtotal, 
Chrysler 
Corpora

t ion , Ford 
Motor Co., 

General 
Motors Cor

poration 
passenger 
car sales 

Subtotal, 
Hudson, 

Nash, Pack 
ard, Stude
baker pas-
engcr-car 
•• sales 

Tota l pas
senger-car 

sales, 7 com
panies cov

ered i n 
Commis
sion's i n 

qu i ry 

A l l other 
manufac

turers' pas
senger-car 

sales, except 
7 covered 
i n Com
mission's 
i nqu i ry 

--1911 
1913 
1915 
1917 
1919 
1921 
1923 
1925, 
1927 
1929 
1931. 
1933. 
1935. 
1937. 

1911. 
1913. 
1915. 
1017 
1919. 
1921. 
1923 
1925. 
1927. 
1929. 
1931. 
1933. 
1936. 
1937. 

199,000 
402,000 
896, 000 

1, 746, 000 
1, 658, 000 
1, 618, 000 
3, 624, 717 
3, 735,171 
2, 936, 533 
4, 687,400 
1,973,090 
1, 673, 512 
3, 252, 244 
3, 916, 889 

Percent 
100.00 
100.00 
100. 00 
100.00 
100.00 
100.00 
100. oo 
100. 00 
100. 00 
100.00 
100.00 
100. 00 
100. 00 
100. 00 

Units 

134,474 
182,627 
375, 381 
245,005 
399, 912 
730, 371 
996, 005 

Percent 

3.60 
6.22 
8.18 

12.42 
25. 41 
22.73 
25.44 

Units 
39, 640 

182,311 
342,116 
740, 770 
664, 482 
845, 000 

1, 669, 298 
1,494, 911 

273, 741 
1, 435, 886 

490, 546 
325, 506 
911,837 
836, 696 

Percent 
19.92 
39.46 
38.18 
42.43 
40.08 
55.67 
40.05 
40.02 

9.32 
31.30 
24. 86 
20.69 
28.04 
21.37 

Units 
35,469 
56,118 
97,937 

195, 945 
344,334 
193, 275 
732, 984 
745, 905 

1, 277,198 
1,482,004 

865, 724 
652, 023 

1, 276,117 
1, 636, 671 

Percent 
17.82 
12.15 
10.93 
11.22 
20.77 
12. 73 
20,23 
19.97 
43.49 
32. 31 
43.88 
41.44 
39.24 
41.79 

Units 
75,099 

238,429 
440, 052 
936, 716 

1,008, 816 
1,038, 275 
2.402, 282 
2, 375, 290 
1, 733, 566 
3, 293, 271 
1, 601, 275 
1,377,441 
2, 927, 326 
3, 469, 372 

Percent 
37.74 
51.61 
49.11 
53. 65 
60.85 
68.40 
66.28 
63. 59 
69.03 
71.79 
81.16 
87. 54 
90.01 
88. 00 

Units 
30,624 
44,004 
57, 998 
75, 348 

107,187 
120,469 
308, 491 
616, 066 
551, 945 
663,405 
160,877 
104, 731 
23Si 406 
358, 246 

Percent 
16.34 
9.53 
6. 48 
4. 32 
6.46 
7.93 
8.51 

13. 79 
18.80 
12.28 
8.15 
6. 06 
7.33 
9.15 

Units 
105, 623 
282, 433 
498. 050 

1,012,003 
1,116, 003 
1, 168, 734 
2, 710, 773 
2, 890, 355 
2, 285, 611 
3, 866, 676 
1, 702,152 
1,482,172 
3,165, 731 
3,827, 618 

Percent 
63:08 
61.13 
55. 69 
57. 97 
67.31 
76. 33 
74.79 
77.38 
77.83 
84.07 
89. 31 
94.20 
97.34 
97.75 

Units 
93,377 

179, 667 
397, 960 
733, 937 
541,997 
359, 266 
913,944 
844, 815 
661,022 
730, 724 
210, 938 

91, 340 
86, 513 
88, 271 

Percent 
46.92 
38.87 
44. 41 
42.03 
32.69 
23.67 
25. 21 
22. 62 
22. 17 
15.93 
10,69 
5.80 
2.06 
2.26 

' U . S. Department of Commerce, Bureau of the Census, Statistical Abstract of the Uni ted States 1936, 
p, 363, for year 1911-19, and Census of Manufactures 1921-37. Figures for 1911-21 represent production aud 
1923-37 represent sales. 

Ford Motor Co. and General Motors Corporation accoimted for 
almost 38 percent of total unit passenger-car sales of 199,000 in 1911, 
while three of the leading independents (Hudson, Packard, and Stude
baker) sold approximately 15 percent, or a combined proportion for 
the five companies of 53 percent of total unit passenger-car sales. By 
-1929 total imit sales of passenger cars had increased to 4,587,400, and 



30 FEDERAL TRADE COMMISSION 

of this number the "Big Three" (General Motors, Ford, and Chrysler) 
sold almost 72 percent, the independents (Hudson, Nash, Packard, and 
Studebaker) sold 12 percent, and the remaining manufacturers approxi
mately 16 percent. The trend toward concentration continued, for in 
1937 of total imit sales of passenger cars of 3,915,889 the "Big 'Tliree" 
proportion had increased to almost 89 percent, the four leading inde
pendents had decreased to approximately 9 percent, and the remaining 
manufacturers of passenger cars accounted for somewhat over 2 
percent. I t is interesting to note that the seven motor vehicle manu
facturing companies included in the Commission's inquiry accounted 
for 53 percent of total unit sales of passenger cars in 1911 (Chiysler 
Corporation and Nash Motor Car Co. were not in existence), for 84 
percent in 1929 and almost 98 percent in 1937. 

The Ford Motor Co., while dominant in sales of passenger cars imtil 
1927, never regained its position after changing from model T to model 
A in that year. Its proportion of total unit sales of passenger cars 
reached a peak of almost 56 percent in 1921, but dropped to about 40 
percent in 1925. After 1927, when Ford passenger-car sales com
prised less than 10 percent of the total, the proportion of total unit 
sales of passenger cars by alternate years exceeded 30 percent only 
once (1929), and in 1937 accounted for about 21 percent. 

Chevrolet Division of General Motors Corporation, with, a propor
tion of total sales in 1925 of about 12 percent, abruptly increased to 
about 26 percent of total unit passenger car sales in 1927. In the 
intervening alternate years from 1927 to 1937 Chevrolet's proportion 
of total unit sales has not fallen below 20 percent, exceeded 30 percent 
in 1931 and 1933, and accounted for 23 percent in 1937. All of the 
remaining General Motors Divisions showed an increased proportion 
of total unit sales in 1937 over 1929, but only moderate in extent. 
Of the "Big Three" General Motors Corporation is by far the leading 
producer of passenger cars, accounting for approximately 42 percent 
of total unit sales in 1937. 

The Plymouth Divisidh of Chrysler Corpora,tion showed an increase 
in proportion of total unit sales of passenger cars from 2 percent in 
1929 to 13 percent in 1937. The Dodge Division, accounting for 
about 3 percent of total unit sales in 1929, had increased its propor
tion to 7 percent in 1937. Chrysler Corporation, a relative new
comer in the passenger-car field, accoimting for about 4 percent of 
unit passenger car sales in 1925, had by 1929 increased its proportion 
to 8 percent, and by 1937, with a proportion of 25 percent, again 
regained second place held in 1933, but lost to Ford in 1935. 

New-vehicle registrations in 1938 point to even greater concen
tration in sales than had previously existed. Data reported in Auto
motive Industries, February 25, 1939, page 206, using R. L. Pollc & 
Co. figures, show that the "Big Three" proportion of total unit new-
passenger-car registrations was approximately 90 percent, or greater 
than their proportion of total sales in 1937; the four leading "Inde
pendents" show a combined proportion of about 9 percent, which 
was less than in 1937; and passenger-car manufacturers other than 
the seven included in the Commission's inquiry accoimted for but 1 
percent of total new-car registrations in 1938, as compared with over 
2 percent of total sales of passenger cars in 1937. Of the "Big 
Tm:ee," General Motors continued to lead in 1938 with a proportion 
of total new-passenger-car registrations of 44.8 percent, Chrysler 
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Corporation ranked second with nearly 25 percent, and Ford Motor 
Co. third with 20.5 percent. 

The following chart shows graphically the trend of concentration 
in manufacturer sales of passenger cars by alternate years, 1911-37: 

Charf- 5 PROPORTION OF TOTAL UNIT PASSENGER CAR S A L E S 

ACCOUNTED FOR BY EACH OF THE'BIG THREE'THE FOUR' ' INDEPEN-

DENTS(HUDSON, NASH, PACKARD, STUDEBAKER)COMBINED AND"ALL 

OTHER" MANUFACTURERS OF PASSENGER CARS 

FOR THE ALTERNATE YEARS I9II-I937. 

Importance of low-priced car sales.—The Ford Motor Co. model T 
passenger car dominated the low-priced field until the change to 
model A was made in 1927, although General Motors' low-price 
car—Chevrolet—was becoming of increasing importance. Model T 
Ford accounted for 40 percent of total-unit passenger car sales in 
1919, while Chevrolet accounted for about 7 percent, but in 1925, 
when model T accounted for about the same proportion of total unit 
sales as in 1919, Chevrolet had increased its proportion to almost 
12 percent. In 1927, when the change to model A was being made, 
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Ford sold only 9 percent of all passenger cars and Chevrolet sold 
almost 26 percent, but in 1929, when peak sales of 4,587,400 pas
senger units were made, Chevrolet's proportion dropped back to 
about 21 percent. Ford's increased to 31 percent, and a newcomer in 
the low-price field, Chrysler Corporation's Plymouth, accoimted for 
approximately 2 percent of total unit passenger-car sales. 

Subsequently Plymouth, although increasing its proportion of 
total-unit passenger-car sales substantially, still remained in third 
place m 1937 with a proportion of approximately 13 percent; Ford 
regained first place from Chevrolet in 1935 with a proportion of 
almost 28 percent but fell back to second place in 1937 with a pro
portion of about 21 percent; and Chevrolet held first place in the 
alternate year periods of 1931, 1933, and 1937 with proportions of 
total passenger-car sales of 32 percent, 31 percent, and 23 percent, 
respectively. 

Combined unit sales of low-priced passenger cars by the "Big 
Three" show their increasing dominance in this field for in 1929 com
bined unit sales of Chevrolet, Ford, and Plymouth cars accounted for 
nearly 54 percent of total passenger-car sales, in 1931 for almost 62 
percent, in 1933 for 67 percent, in 1935 for nearly 66 percent, and in 
1937 for almost 57 percent. I t is significant that the three low-
priced cars, Chevrolet, Ford, and Plymouth, accounted for their 
largest proportion of total unit sales in 1933, a year of severe depres
sion, while in 1937, with business relatively improved, the proportion 
of total-unit passenger-car sales for the three low-price cars decreased 
to approximately 57 percent. 

R. L. Polk & Co. new-car-registration figures as reported in Auto
motive Industries, Februaiy 25, 1939, page 206, show that in 1938 
Chevrolet led in the low-priced field with a proportion of 24.6 percent 
of total new-passenger-car registrations of 1,891,021, Ford was second 
with a proportion of 19.2 percent, and Plymouth was third with a 
proportion of 15.1 percent, or the combined new-passenger-car regis
trations accounted for by the "Big Three" low-priced cars was about 
59 percent. Two other cars in the low-priced range, Willys-Whippet 
and Austin Bantam, together accoimted for less than 1 percent of 
new-car registrations in 1938. 

I t is apparent that sales of new passenger cars smce 1929 have been 
predominantly in the low-priced class, and that General Motors, 
Ford, and Chrysler dominate' this field as they do the sale of new 
passenger cars in general. I t should be pointed out, however, that 
whereas Ford Motor Co. dominated the low-priced field prior to 1927, 
now two additional powerful organizations—General Motors and 
Chrysler—are important contenders for tins market. More recently, 
Studebaker Corporation announced its entrance into the low-priced 
passenger-car field, which is indicative of where the greatest sales 
possibilities are thought to exist. 

Manufacturers' price competition in low-priced, cars.—Notwithstand-
mg the high degree of concentration in the sale of low-priced passenger 
cars, active competition for this market still exists. I t appears that 
Ford Motor Co. is largely responsible for this competitive situation. 
Since introducing model T in 1908, the Ford Motor Co. followed the 
policy of decreasing the price of its product even when at times the 
demand was greater than production and there were no competitors 
in the low-priced field. Furthermore Ford has never been a member 
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of the powerful motor-vehicle manufacturers'. , trade group. Auto
mobile Manufacturers Association, or its predecessor ofganiza-tions, 
but followed an independent course with respect to production, price, 
and sales policies. This independence of action has been a keen dis
appointment to other more cooperative-minded motor-vehicle manu
facturers in the industry, particularly in the low-price field, for i t 
compelled them to price their cars lower than otherwise might have 
been the case. Excerpts from the minutes of meetings of the sales 
managers' committee of the National Automobile Chamber of Com
merce (now the Automobile Manufacturers Association) substantiate 
this as well as indicate what might have taken place in the low-price 
field now dominated by Chewolet, Ford, and Chrysler, had Ford 
Motor Co. been more cooperatively inclined. 

At a meeting of the sales managers' committee of the manufac
turers' association held on October 20, 1932, while the subject of 
"decreasing the number of passenger-car models and options" was 
being discussed, Mr. Grant, chahman of the committee and vice 
president of General Motors Corporation, made the following informa
tive statement: 

* * * I noticed the spread bet"5v*een the sedan and coach, which is a very 
aggravating subject. We are pricing coaclies too low in the lo-^'-priced field, in 
relation to the sedan. When the Ford model A came out, coaches -n̂ ere more 
potent than now. They were the keystone of the .situation. He fixed the price 
of the coach $25 below the point at which it should have been fixed, from a cost 
standpoint. We followed suit and have been doing it ever since, and so has he. 
Iif we increased our coach price $25, it is quite certain the condition would 
change. * * * 

Some months later, on December 9, 1932, at another meeting of 
the sales managers' committee, Mr. Grant made, in part, the following 
significant statements in the course of a committee discussion of 
"advertising delivered prices" and a proposed "car greasing plan": 

* * * I reaUy can't visualize Chevrolet going in without Ford in the 
picture. Say, for example. Ford comes into the marli:et next spring with a low-
price car and we will say he follows his usual method of getting a lot of publicity, 
and we will say his present Ford is priced at $450, and say he should come out a"t 
$395 or $425, and we will say that Chevrolet decided to make a move to checkmate 
him or lower tlieir prices. If we were bound by agreement, and if we couldn't 
go into the newspapers down in that area, where price is so vital a factor, with 
anything but delivered prices, we would be under a terrible handicap. * * 

* * * My judgment is, that after talking with the ofRcials of the Corpora
tion, Chevrolet is not going to do i t unless Ford comes in. That is my Judgment 
after talking with these men, and Mr. Knudsen is going to probably win out, as 
they know he won't want to place himself in a position so that if Ford makes a 
move he can't make a move. * * * 

* * * Mr. Ford, who won't play, is prett}'' much the price setter in this 
industrj'. I ' l l bet if Mr. Ford's cars were $50 higher ours would be $50 higher. 
We care about Ford. We have been struggling with him for years. * * * 

Ford Motor Co.'s independence with respect to price of passenger 
cars m the low-price field is illustrated by the price activities of General 
Motors Corporation Chevrolet Division and Clirysler Corporation 
Ptymouth Division in 1934. Prices on certain Chevrolet and Plymouth 
models were increased effective in April of that ĵ ear, due to claimed 
increase m production costs, but Ford made no change in his price 
schedule. In the month following, both Chevrolet and Pljanouth 
fell off in sales, while Ford showed an increase. In order to regaui 
then* respective sales positions, both Chevrolet and Plymouth found 
it necessary to announce price reductions in June on the models 
previously increased in price. 
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In contrast to Ford Motor:Co.'s independence of action, a willing
ness to cooperate, on various policies pervades the membership of the 
Automobile Manufacturers Association, naturaUy dominated by the 
giants in that organization, General Motors Corporation and Chrysler 
Corporation. In the minutes of the sales managers' meeting. National 
AutomobOe Chamber of Commerce, held September 27, 1932, the 
foUowing statement appeared: 

* * * Price changes,—The committee agreed that the members of the 
National Automobile Chamber of Commerce would not change prices on any car 
models from the day preceding the New York show until the closing date of the 
Chicago show. * * * 

A statement made by Mr. Fields, a Chiysler Corporation executive, 
at a National Automobile Chamber of Commerce sales managers' 
committee meeting held December 9, 1932, in the course of discussing 
"advertised delivered prices," further Ulustrates the cooperative spirit 
of the association's membership. There is no reason to believe that 
the situation has changed, for in 1937, as well as in 1932, Mr. Grant, 
vice president of General Motors, was chairman of the committee and 
Mr. Fields (Chrysler Corporation), Mr. Oilman (Packard Motor Car 
Co.), and Mr. Hoffman (Studebaker Corporation) were members of 
this important committee. Mr. Fields' remark follows: 

* * * Plymouth will go if Chevrolet goes. We don't care about Ford. 
I f we all stuck together the way we always have, we wouldn't care whether he 
came in or not, but eventually Ford would come in. *- * * 

Inertia of complex large-scale motor-vehicle m.anufacturing.—As early 
as 1925, when General Motors Corporation accounted for somewhat 
less than 20 percent of total unit motor-vehicle sales, great size was 
found to have definite limitations. The difficulty of overcoming the 
inertia of great size in an organization like General Motors Corpora
tion was discussed by Alfred P. Sloan at a meeting of the company's 
sales committee held July 29, 1925, as follows: 

General Motors should be more progressive in this and other directions. In 
practically all our activities we seem to suffer from the inertia resulting from our 
great si2;e. I t seems to be hard for us to get action when it comes to a matter 
of putting our ideas across. There are so many people involved and i t requires 
such a tremendous effort to put something new into effect that a new idea is likely 
to be considered insignificant in comparison with the effort that i t takes to put 
i t across. 

I can't help but feel that General Motors has missed a lot by reason of this 
inertia. You have no idea how many things come up for consideration in the 
technical • committee and elsewhere that are discussed and agreed upon as to 
principle well in advance, but too frequently we fail to put the ideas into effect 
until competition forces us to do so. Sometimes I am almost forced to the con
clusion that General Motors is so large and its inertia so great that it is impossible 
for us to really be leaders. 

Perhaps it would be safest for us to let the other fellow take the initiative and 
then be satisfied to follow him as best we can. I t seems a pity, however, that with 
our resources and ability we can't be a little more aggressive. 

SECTION 7. EXPORTS AND IMPORTS OF MOTOR VEHICLES 

In 1927, of 3,401,326 units sold, 384,195, or 11 percent, were exported. 
In the same year only 635 units (new and used) were imported. The 
importance of exports and imports of motor vehicles in terms of com
plete motor vehicle or chassis units is shown in the foUowing tabulation 
covering the period 1927-38: ' 

' U. S. Department o( Commerce, Bureau ol Foreign and Domestic Commeree, Automotive Aeronautics 
Trade Division. 
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Year Factory 
sales Exports 

Percent of. 
production 
exported 

Imports' 

1927. 
1928. 
1929 
1930. 
1931. 
1832. 
1933 
1934. 
1936. 
1936. 
1937. 
1938. 

Units 
,401,326 
,358,769 
, 368,420 
, 355,986 
389,738 
370,678 
920,067 
763, 111 
946,934 
464,116 
808,974 
489, 635 

Units 
384,196 
607,097 
636, 207 
237, 581 
128, 357 
65,492 
107,031 
236,311 
271, 383 
285, 756 
2 395,196 
277, 207 

11.3 
11.6 
10.0 
7.1 
6.4 
4.8 
6.6 
8.5 
6.9 
6.4 
8.2 

11.1 

Units 
635 
666 
750 
709 
736 
540 
634 
585 
691 

1,067 
1,941 

678 

' Includes new and used cars. For those years for which separate figures are available, new car imports 
were as follows: 1S36, 461; 1937,1,442; and 1938,188. 

' Foreign assemblies exported as "parts tor assembly" are not included. 

Exports of complete motor-vehicle or chassis units during the period 
1927-38 ranged from a high of 536,207 in 1929 to a low of 65,492 m 
1932. During the 12-year period only for 3 years, 1931, 1932, and 
1933, did export sales faU to exceed 200,000 units. Exports exceeded 
375,000 units in 1927 and 1937 and 500,000 units in 1928 and 1929. 
The export of 11.3 percent of United States factory unit sales of 3,401,-
326, attained in 1927, was only exceeded in 1928 when 11.6 percent was 
exported of total unit sales of 4,358,759. In the years following 1928 
the proportion of factory unit sales exported decreased untU a low of 
4.8 percent was reached in 1932 when total factory sales were only 
1,370,678. As economic conditions improved after 1932, the propor
tion of exports of motor vehicles increased somewhat but not to the 
same extent as previous to 1929 because of the relatively rapid 
increase in domestic unit sales as compared with export sales. 'The 
post-depression high of 11.1 percent attained in 1938 was due largely 
to the slump in factory unit sales as indicated by a decrease from 
4,809,000 units m 1937 to 2,490,000 units in 1938, or a decrease or 
almost 50 percent, while the decrease from 1937 to 1938 in the number 
of units exported was about 30 percent. 

Leading export markets.—The leading market for United States 
exports of motor vehicles in 1927 was Australia, whereas in 1937 
Australia had dropped to third place and the Union of South Africa 
took the leading position. The tenth market in point of importance 
in' 1927 was British West Africa, and in 1932 and 1937 it was BrazU. 

SECTION 8. WORLD PRODUCTION OP MOTOR VEHICLES 

One factor bearing on the decreasing proportion of United States 
production of motor vehicles exported is the decreasing proportion of 
world production accounted for by this coimtry. Although the 
United States continues as the dominant producer of motor vehicles 
the proportion of world production has decreased from 85.3 percent in 
1929, when world production was 6,277,451 units, to 75.7 percent in 
1937 when world production was 6,352,525. In 1932 when world 
production was 1,976,963 units the United States accounted for approx
imately 69 percent. The trend in world production and the proper-
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tion accounted for by the United States is shown in the following 
tabulation for the period 1927-37: 

Year 
Wor ld 

production 
(units) 

Uni ted 
States 

percent of 
world 

production 

Year 
Wor ld 

production 
(units) 

Un i t ed 
States 

percent of 
• wor ld 
production 

1927 __, 4,158, 966 
5,203,139 
6, 277, 151 
4,126,'170 
3,048,648 
1, 976, 963 

81.6 
83.7 
85.3 
81.3 
78.4 
60.3 

1933 2.675,619 
3,735.811 
5,126,080 
6, 790, 902 
6, 352, 525 

71.7 
73. S 
77.0 
76. S 
75.7 

1928 
4,158, 966 
5,203,139 
6, 277, 151 
4,126,'170 
3,048,648 
1, 976, 963 

81.6 
83.7 
85.3 
81.3 
78.4 
60.3 

1934; 
2.675,619 
3,735.811 
5,126,080 
6, 790, 902 
6, 352, 525 

71.7 
73. S 
77.0 
76. S 
75.7 

1929 

4,158, 966 
5,203,139 
6, 277, 151 
4,126,'170 
3,048,648 
1, 976, 963 

81.6 
83.7 
85.3 
81.3 
78.4 
60.3 

1935 

2.675,619 
3,735.811 
5,126,080 
6, 790, 902 
6, 352, 525 

71.7 
73. S 
77.0 
76. S 
75.7 

1930 

4,158, 966 
5,203,139 
6, 277, 151 
4,126,'170 
3,048,648 
1, 976, 963 

81.6 
83.7 
85.3 
81.3 
78.4 
60.3 

1936 

2.675,619 
3,735.811 
5,126,080 
6, 790, 902 
6, 352, 525 

71.7 
73. S 
77.0 
76. S 
75.7 1931 

4,158, 966 
5,203,139 
6, 277, 151 
4,126,'170 
3,048,648 
1, 976, 963 

81.6 
83.7 
85.3 
81.3 
78.4 
60.3 

1937.__ _ 

2.675,619 
3,735.811 
5,126,080 
6, 790, 902 
6, 352, 525 

71.7 
73. S 
77.0 
76. S 
75.7 

1932 

4,158, 966 
5,203,139 
6, 277, 151 
4,126,'170 
3,048,648 
1, 976, 963 

81.6 
83.7 
85.3 
81.3 
78.4 
60.3 

2.675,619 
3,735.811 
5,126,080 
6, 790, 902 
6, 352, 525 

71.7 
73. S 
77.0 
76. S 
75.7 

Source: U. S. Department of Commerce, Bureau of Foreign and Dome.stic Commerce, Automotive 
Aeronautics Trade Division. 

The uncertain and changing nature of foreign trade is well illus
trated hy exports of motor vehicles. Australia, which ranked first as 
a rnarket in 1927, fifth in 1932, and third in 1937, accounted for 65,361 
units, 3,077 units, and 29,353 units, respectively. Brazil, which 
ranked fom'th in 1927, dropped to tenth place in 1932 and 1937, took 
in the three periods 25,135 units, 1,293 units, and 14,297 units, 
respectively. The United Kingdom, Netherland East Indies, and 
British West " Africa which ranked as motor-vehicle outlets sixth, 
seventh, and tenth, respectively, in 1927, dropped below the first 10 
in importance in 1932 and 1937. 

As compared with production in the United States and Canada in 
1937 of 5,016,000 units, 17 other countries are estimated to have 
produced 1,337,000. Of the 17 countries only the United Kingdom, 
Germany, France, and Russia produced in excess of 100,000 complete 
motor vehicles or chassis. '̂Vhereas the United- States and Canada 
combined exported 9.1 percent of their production, or 461,062 units, 
in 1937, the 17 countries combined exported 18 percent of their pro
duction, or 240,796 units. 

SECTION 9. DISTRIBUTION OF MOTOR-VEHICLE SALES FROM 
MANUFACTURING PLANTS 

The following table shows the primary channels of distribution for 
the major proportion of manufacturers' net sales in 1935: 

T A B L E 9.—Distribution of motor-vehicle sales froin plants for 193.5 i 

Obannels of pr imary distr ibution (total for industry) 

1935 

Obannels of pr imary distr ibution (total for industry) Amoun t of 
net sales in 
thousands 

Percent 
total net 

sales 

Percent 
distrib

uted sales 

T o own wholesale branches. - . S484, 309 
72. 883 

677. 70S 
3.535 

877, 2S2 
17,017 

19.4 
2.9 

27.2 
. 1 

36. 2 
.7 

22.7 
3.4 

31.8 
. 2 

41.1 
.8 

To industrial and other large users.. _ „_ __ 
S484, 309 

72. 883 
677. 70S 

3.535 
877, 2S2 

17,017 

19.4 
2.9 

27.2 
. 1 

36. 2 
.7 

22.7 
3.4 

31.8 
. 2 

41.1 
.8 

To wholesalers and jobl^ers ___ _ __ 

S484, 309 
72. 883 

677. 70S 
3.535 

877, 2S2 
17,017 

19.4 
2.9 

27.2 
. 1 

36. 2 
.7 

22.7 
3.4 

31.8 
. 2 

41.1 
.8 

To own retail stores __ 

S484, 309 
72. 883 

677. 70S 
3.535 

877, 2S2 
17,017 

19.4 
2.9 

27.2 
. 1 

36. 2 
.7 

22.7 
3.4 

31.8 
. 2 

41.1 
.8 

To retailers (includint^ chain stoics) 

S484, 309 
72. 883 

677. 70S 
3.535 

877, 2S2 
17,017 

19.4 
2.9 

27.2 
. 1 

36. 2 
.7 

22.7 
3.4 

31.8 
. 2 

41.1 
.8 

S484, 309 
72. 883 

677. 70S 
3.535 

877, 2S2 
17,017 

19.4 
2.9 

27.2 
. 1 

36. 2 
.7 

22.7 
3.4 

31.8 
. 2 

41.1 
.8 

Total distributed sales __ 

S484, 309 
72. 883 

677. 70S 
3.535 

877, 2S2 
17,017 

19.4 
2.9 

27.2 
. 1 

36. 2 
.7 

22.7 
3.4 

31.8 
. 2 

41.1 
.8 

Total distributed sales __ 2, 132, 734 
22.1, 119 
136.883 

85.5 
0.0 
5.5 

100.0 
Transfer to other plants i n own orsanization. _ 

2, 132, 734 
22.1, 119 
136.883 

85.5 
0.0 
5.5 

100.0 

Sales not allocated to usual channels 

2, 132, 734 
22.1, 119 
136.883 

85.5 
0.0 
5.5 

Tota l " 2, 492. 736 100.0 100.0 " 2, 492. 736 100.0 100.0 

1 U. S. Department of Oomraeree, Bureau of the Census, Distribution of iVIanufacturers' Sales, 1935, 
p. 184. 

' Includes $132,965,000 purchased merchandise sold without processing. 
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Sales direct to retaUers accoimted for the largest proportion of 
distributed sales in 1935 with 41.1 percent. Next in importance were 
sales to wholesalers and jobbers of 31.8 percent. Sales to own whole
sale branches ranked third in importance with 22.7 percent. These 
tliree channels accounted for 95.6 percent of distributed sales in 1935. 
The three remahiing prima.r}' outlets of industrial and other large' 
users own retail stores, and household consumei-s accounted for 4.4 
percent. 

A similar study for 1929 shows a marked increase in the proportion 
of distributed sales going to retaUere and a decrease in the proportion 
going to wholesalers and jobbers.̂  This may reflect a practice com
plained of by certain distributors that after a profitable wholesale 
volume had been developed the manufacturers would deprive them 
of their distributorships and distribute direct to the retail dealers. 
Also of interest is the decrease in sales to own retail stores from 1929 
to 1935 and the increase in direct sales to household consumers from 
1929 to 1935. In general, however, the prnnary channels of distribu
tion have remained fairty constant. 

In 1935 the Bureau of the Census accounted for all net sales as 
reported by manufacturers. Distributed sales which were just 
discussed accounted for 85.5 percent and of the remainder 9 percent 
was accounted for by transfer to other plants within manufactm-ers' 
own organizations, 5.5 percent to sales not aUocated to usual channels, 
and 0.2 percent to sales negotiated through agents, brokers, and com
mission houses. Comparable information was not furnished in 1929. 

Number of motor-vehicle stores, retail sales and pay rolls, 1929, 19S3, 
and 1935.—The remarkable ex])ansion of the motor-vehicle industry 
during a period of approximately four decades is again demonstrated 
by the numerous automotive retaU enterprises that have developed in 
all parts of the United States. According to the Bureau of the Census, 
in 1929_ there were 257,685 retaU dealers either seUing motor vehicles, 
or serving in some other way the automotive needs of car OA\'ners. 
The sales of this so-called automotive group for the same year 
amounted to $9,615,810,000 and the total pay roU (full-time and 
part-time) was $934,402,000. DetaUed data on each of the classes of 
stores in the automotive group is given in the following table for the 
years 1929, 1933, and 1935, with respect to number of stores, amount 
of sales, and total amount of pay roll (fidl-time and part-time): 

' U. S. Department of Commerce, Bureau of the Census, Distribution of Sales ot Manufacturing Plants, 
pp. 38-39. (Distribution No. IG-202.) 
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T A B L E 10.—Number of stores, am-ount of sales, and total amount of pay roll {full-tiyne 
and part-time) for the auto?notive group and for each class of establishmetit i n the 
automotive group for the years 1935, 1933, and 1989 i 

Kind of business 
Number of stores Sales in thousands of 

dollars 

Total pay roll, full-
time and part-time, 
in thousands of 
doUars Kind of business 

1936 1933 1929 1936 1933 1929 1935 1933 1929 

Automotive group: 
Motor-vehicle dealers (new). 
Used-car dealers 

30, 294 
4,751 

42, 204 
3,097 

3,725,438 
122,204 

6,266,680 
. 140,932 

314, 274 
10, 769 

637, 205 
11,805 

Automotive group: 
Motor-vehicle dealers (new). 
Used-car dealers 

30, 294 
4,751 

42, 204 
3,097 

3,725,438 
122,204 

6,266,680 
. 140,932 

314, 274 
10, 769 

637, 205 
11,805 

New- and used-car dealers 
(combined) 

Accessories, tire, and bat
tery dealers. 

Garages. 
Filling stations. 
Other automotive 

Total. . 

30, 294 
4,751 

42, 204 
3,097 

3,725,438 
122,204 

6,266,680 
. 140,932 

314, 274 
10, 769 

637, 205 
11,805 

New- and used-car dealers 
(combined) 

Accessories, tire, and bat
tery dealers. 

Garages. 
Filling stations. 
Other automotive 

Total. . 

35,045 30,646 45, 301 3, 847,642 2,127, 720 6,407,612 325, 043 204, 818 549, 010 
New- and used-car dealers 

(combined) 

Accessories, tire, and bat
tery dealers. 

Garages. 
Filling stations. 
Other automotive 

Total. . 

14, 343 
66,243 

197, 668 
1,071 

16,027 
86,454 

170, 404 
1,872 

22, 313 
66,793 

121, 513 
1,766 

373,910 
370,064 

1,967,714 
15,034 

225, 970 
619,827 

1,631, 724 
14,008 

599, 295 
785, 001 

1,787,423 
36, 679 

54, 667 
65,122 

177,128 
2, 271 

29,696 
76, 216 

161, 938 
1,978 

76,104 
145,642 
159, 212 

4,634 

New- and used-car dealers 
(combined) 

Accessories, tire, and bat
tery dealers. 

Garages. 
Filling stations. 
Other automotive 

Total. . 314,270 306, 403 267,685 6, 674,364 4, 419, 249 9, 615,810 614,121 464, 646 934,402 

1 U. S. Department of Commerce, Bureau of the Census, Census of Busmess, Retail Distribution of 
Summaries, 1936, 1933, 1929. 

Many of the difficulties experienced by motor dealers may be traced 
to sharply reduced sales volume since the peak year of 1929. The 
total value of new- and used-car dealer sales in 1929 was $6,407,512,000, 
but in 1933 it dropped to a low of $2,127,720,000, and only increased 
by 1935 to $3,847,642,000. In 1929 sales of used-car dealers amounted 
to about $141,000,000 and in 1935 to approximately $122,000,000. 
As would be expected the terrific loss in sales, due to the adverse 
general economic conditions, resiUted in great hardship to new- and 
used-car dealers. That many were imable to continue in business is 
shown by a reduction in the number of motor-vehicle stores from 
45,301 in 1929 to 30,646 in 1933, or a decrease of 32.4 percent. More
over, many who faUed in business undoubtedly were succeeded by 
others; consequently, the business mortality was greater than indi
cated by these statistics. 

During the period 1933-35 the number of motor-vehicle stores 
increased from the low in 1933 to 35,045 in 1935. The increase in 
used-car establishments from 1929 to 1935 probably is partly the 
result of new-car stores losing their new-car franchises but remaining 
in business as used-car dealers. The devastating effect on income of 
a general depression is illustrated b3'' the decrease in motor-vehicle 
dealers' total pay roll. From over half a billion doUars in 1929 the 
pay roll dropped to less than half this amount in 1933, and m 1935 it 
only somewhat exceeded $300,000,000. 

Other classes of dealers in the automotive group enter into the 
competitive situation as far as the new-car dealer is concerned. In 
1929 there were about 67,000 garages and repau- shops with sales 
somewhat over three-quarters of a bUlion dollars. Of interest is the 
fact that the number of garages increased to about 87,000 in 1933, 
but sales decreased to approximately a half bUlion dollars. The 
number of garages and repair shops in 1935 had decreased to about 
66,000, and sales decieased stUl further to about $370,000,000. 
Accessories, tire, and battery dealers have decreased in number since 
1929 when there were approximately 22,000; by 1935 there were less 
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than 15,000. Sales of such dealers decreased from about $600,000,000 
in 1929 to about $225,000,000 m 1933, and by 1936 recovered to about 
$374,000,000. 

FUling stations show the greatest increase in growth of the number 
of stores and this is the only class showuig greater sales in 1935 than 
in 1929. The number of stations increased from 121,513 in 1929 to 
170,404 in 1933, and to 197,568 in 1935. Aggregate sales were 
$1,787,000,000 in 1929, $1,532,000,000 in 1933, and almost $2,000,000,-
000 in 1935. 

Accessory, the, and battery dealers, garages and repair shops and 
fiUing stations in most cases sell merchandise and service in competi
tion with new-car motor-vehicle dealers, thus intensifying the struggle 
for a profitable volume of business. 

SECTION 10. RETAILER SALES VOLUME T3Y SIZE OP BUSINESS, 1929 
AND 1935 

Of considerable interest and significance with respect to the unfavor
able economic situation of many motor-vehicle dealers are data from 
the Census of Business on the number of establishments and sales 
by size of business for 1929 and 1935 as shown in the following table: 

T A B L E 11 .—Number o f establishments a n d sales by size of business f o r motor-vehicle 
dealers {new and used) f o r the years 1936 and 19S9 ' 

Size of business groups 

1933 

Number 
of estab
lishments 

Percent Sales Percent 
Average 
sales per 
estab

lishment 

Establishments with sales of; 
More than $60,000 

Establishments with sales of: 
More than $.300,000 
From $100,000 to $299,999. 
From $60,000 to $09,999... 

Establishments with sales of; 
Less than $60,000 

EstabUshments with sales of: 
From $30,000 to $49,999... 
From $20,000 to $29,999... 
From $10,000 to $19,999... 
Less than $10,000 . . . 

. Totals 

17,030 

2,760 
7,875 
6,395 

17, 621 

6,404 
3,364 
4,438 
4,315 

49.29 

7.99 
22. 79 
18. 61 

60.71 

16.64 
9.74 

12.84 
12. 49 

$3,304,442,000 

1, 480,178, 000 
1, 351, 664, 000 

466, 610, 000 

386,147,000 

214, 027,000 
82, 687,000 
65,770,000 
22, 703, 000 

89. 50 

40.28 
36.63 
12. 65 

10.44 

6.80 
2.24 
1.78 
.62 

$194,037; 

638,470-
171, 639: 
72, 966 . 

21,982 

39, 605 
24,660. 
14,820 
6,275. 

34,661 100. 00 3,689, 689,000 100.00 106,787 

1 U . S. Department of Commerce, Bureau of the Census, Census of Business, U . S. Retail Distribution 
Summaries, 1035 and 1929, pp. 2-16 and pp. 67 and 61, respectively, .llsofor 1929 data: Census of Distribu-. 
tion. Automobile Trades, Distribution No. E-82, p. 17. 

' Does not include automobile dealers with farm implements and machinery, nor wholesaler-retailers of" 
automobiles aud other motor vehicles. These classifications cannot be combined with the dealers shown, 
in this table. 
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T A B L E 11 .—Number of establishments and sales by size of business f o r motor-vehicle 
dealers {jiew and used) f o r the years 1935 and 1 9 8 9 — C o n t i n u e d 

Size of business groups 

Establishments with sales of; 
More than $50,000 

Establishments with sales of; 
More than $300,000 
From .$100,000 to $299,999. 
From $60,000 to $99,999... 

Establishments with sales of; 
Less than $."10,000 

Establishments with sales of: 
From $30,000 to $49,999... 
From $20,000 to $29,999..-
From $10l000 to $19,999... 
Less than $10,000 

Total' 

1929 

Number 
of estab
lishments 

26,981 

6,056 
12,490 
9,435 

10,913 

6,684 
3, 566 
4,086 
3,677 

43, 894 

Percent 

61.48 

11. 52 
28. 46 
21.50 

38. 62 

12, 95 
8. U 
9. 31 
8.16 

100. 00 

Sales 

$5, 903, 666, 000 

3, 087,122, 000 
2,133,60.5,000 

682,929, 000 

300,499, 000 

221, 429,000 
87, 216, 000 
69,464, 000 
22, 400, 000 

0, 294,165, 000 

Percent 

93. 80 

49. 05 
33.90 
10.86 

6.20 

3. 62 
1-39 
.94 
.35 

100. 00 

Average 
sales per 
estab-

lishjnent 

$222,600 

010, 686 
170,826 
72,400 

23,100 

39, 000 
24, 400 
14, 500 
6,600 

143, 400 

s Does not include automobile dealers with farm implements aud machinery, nor wholesaler-retailers 
of automobiles and other motor vehicles. These classifications cannot be combined with the dealers 
shown in this t,ible. 

Retail sales of motor vehicles were concentrated in the higher sales-
volume groups in both 1929 and 1935, although to a somewhat lesser 
degree in the latter year. Approximately 61 isercent of 43,894 dealers 
in 1929 had sales of $50,000 or more, and accounted for about 94 
percent of total sales. The same volume group in 1935, although 
smaller in actual number, comprised almost 50 percent of the dealers 
and 90 percent of total sales. In contrast approximately 39 percent 
of aU dealers in 1929 had a sales volume of less than $50,000, and 
accounted for only approximately 6 percent of sa.les, wliile in 1935 
about 51 percent of the smaU-voliime dealers accoimted for approxi
mately 10 percent of total sales. The relative sales importance of the 
two groups is also shown by the fact that average sales in 1929 and 
1935 for the larger-volume group were $222,500 and $194,037, respec
tively, and for the smaller-volume group, $23,100 and $21,982, 
respectively. I t should be noted that whereas average sales in the 
large-volume group decreased 12.8 percent from 1929, average sales 
for the lower-volume group decreased 4.8 percent. 

The decrease in sales from 1929 to 1935 was suffered primarily by 
the $50,000 or higher sales-volume group, as is shown by the sales 
decrease from $5,904,000,000 to $3,304,000,000, while the sales of the 
$50,000 or lower-volume group only decreased from $390,000,000 to 
$385,000,000._ The establishments showing sales from $300,000 and 
more, wliich in 1929 consisted of 5,056 and accoimted for approxi
mately 50 percent of sales, showed the greatest loss, for by 1935 the 
number of estabUshments had decreased to 2,760 and the proportion 
of a much smaller sales total accoimted for was approximately 40 
percent. In the $100,000 to $299,999 and $50,000 to $99,999 brackets 
the number of dealers showed a marked decrease from 1929 to 1935, 
but they accounted for a somewhat larger proportion of total sales. 
The eft'ect of the depression is more apparent in the larger sales-
volume group than in the smaller. While the 26,981 dealers in the 
larger volume group in 1929 had decreased in 1935 to 17,030, or a 
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decrease of 36.9 percent, the 16,913 dealers in the lower volume group-
had mcreased to 17,521, or an increase of 3.6 percent. What ap
parently happened was that the larger volume dealers in 1929 dropped 
into lower sales-volume groups in 1935, or went out of business, 
and what lower volume dealers dropped out were then replaced from 
above. 

Table 11 shows that a relative^ small proportion of all motor-
vehicle dealers account for the major proportion of total sales. The 
difficult task confrontmg motor-vehicle manufacturers of developing 
and maintaining efficient and profitable retail outlets where approxi
mately half of the dealers do only in the neighborhood of 10 percent 
of the business, as was the case in 1935, raises the question of whether 
the sales results obtamed justifj^ the relatively high distribution cost 
involved, 

17d233—39-



CHAPTER II.—AUTOMOBILE MANUFACTURERS TRADE 
ASSOCIATIONS 

SECTION 1. FORMER ASSOCIATIONS 

. During the early period of the automobile industrj'-, manufacturers 
recognized the need or desirabUity of cooperative effort and this 
resulted in the formation of motor vehicle manufacturers trade asso
ciations. These associations were formed to meet varying problems 
or conditions and, as will be developed, it appears that the question 
of patents and patent infringements was one of the more important 
of these problems. 

Alvin Macauley, president of the AutomobUe Manufacturer Asso
ciation, Inc., in referring to cooperative efforts, stated: 

In the industry's infancy, the pioneer makers of motor vehicles encountereii 
many problems too large to be dealt with effectively by individual action. Com
pelling an early recognition of the advantages of cooperative endeavor, this cir
cumstance is responsible for the fact that the experience of automobile manufac
turers in industrial cooperation is practically as old as the industry itself.' 

National Association of Automobile Manufacturers.—"V\Tiat appears 
to be the first manufactm'ers' trade association in tlie automobUe 
industry was the National Association of Automobile Manufacturers, 
which was formed on or about December 1, 1900. This association 
consisted of 24 active members who were manufacturers of motor 
vehicles, and of 14 associate members who manufactured tires and 
other goods applicable to motor vehicles. The membership of this 
organization increased rapidly until by the end of the year 1902 i t 
consisted of 129 members. Soon after the fonnation of the associa
tion, standardization work was started, and in 1902 the association 
approved a standard guaranty on automobUes and certain standardi
zations for cars, such as rims, lamp brackets, etc. 

The National Association of AutomobUe Manufacturers continued 
until the year 1913, when it was combined with the Automobile 
Board of Trade to fonn the Automobile Chamber of Commeree, Inc. 

Selden patent.—A brief history of the Association of Licensed Auto
mobile Manufacturers necessarily includes a discussion of the fimda-
mental patent on gasoline automobiles, Imown as the Selden patent. 

In the year 1879, G. B. Selden, a patent lawyer in Rochester, N. Y., 
worked out an invention with reference to the use of an internal-com
bustion engine on a self-propelled vehicle. By shrewd legal methods 
this application was continued in the Patent OfHce for 16 years and 
the patent was not granted imtil the year 1895, when, on November 5, 
Patent No. 549,160 was granted to G. B. Selden. The claims of 
patent, briefly stated, were for a self-propelled vehicle comprising 
steering wheels, a liquid hydrocarbon engine of the compression type 
with the engine shaft running at a speed greater than the driven 
wheels, a disconnecting means between the engine and the driven 
wheels, and a body adapted for persons or goods. 

' Automobile Manufacturers Association publication At Your Service, p. 3. 
42 
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This patent, which covered the essential features of gasoline-
driven vehicles, resulted in ĵ êars of litigation by automobile manu
facturers. On November 4, 1899, four years after the patent was 
issued, G. B. Selden granted an exclusive license under the patent to 
the Electric Vehicle Co. This compamy promptly took action to 
protect its rights under this exclusive hcense, and brought infringe
ment suits against manufacturers, dealers, and users of automobiles. 
A suit or action of particular interest was instituted in the year 1900 
against the Winton Motor Carriage Co., which suit was continued 
untU the year 1903. 

I . Joseph Farley, patent counsel for the Ford Motor Co., in testify
ing before the Temporary National Economic Committee on Decem
ber 5, 1938, referred to the suit against the Winton Motor carriage 
Co., as follows: 

The first part of the litigation was conducted by suit against the Winton Co. 
and against various dealers and users of automobiles. Consent decrees were, 
obtained against some people and particularly the suit against the Winton Co. 
was settled about a day or two before the consent decree was issued and there-
were provisions to the extent that the Winton Co. would have a rebate of $50,000 
given to it on its future license payments. 

The WintonMotor carriage Co. apparently acknowledged the validity 
of the Selden patent, as the company acquired a license to manufacture 
thereunder in the year 1903. Tliis action hy the Winton Motor 
Carriage Co. appears to have been a deciding factor with reference,to 
the attitude of certain other manufacturers of gasoline motor vehicles, 
in relation to the Selden patent, as 16 of the leading motor-vehicles 
manufacturers in addition to the Winton Motor Carria.ge Co. promptly 
acquired licenses to manufacture under the patent. 

The following excerpts from a letter written March 3, 1936, by 
G. C. Arvedson, of the patent department of the Automobile Manu
facturers Association, Inc., furnishes interesting information con
cerning the Selden patent. 

In regard to the Selden suit, in a way, our association came into being by its 
use of the Selden patent. 

Selden was a patent lawyer in Rochester and had worked out his invention, 
which he claimed to cover the use of an internal-combustion engine on a self-
propelled vehicle. 

The question was whether this patent covered the vehicles with the engines in 
use by the defendants in several different suits. The defendant in one of the 
cases was Mr. Henry Ford's company. 

The patent was studied by counsel and it was decided by a good many manu
facturers that their best course would be to recognize it . A group was formed 
wliich made arrangements with Mr. Selden. The plan was for the group to pay 
larger royalties than Selden caUed for, the excess to be used to pay for the collec
tion and to pay for the running expenses of the group. The principal activity of 
the group was the improvement of business practices of the trade. 

I t was at a time when automobiles were being made by almost every large 
machine shop in New England. Competition was such that many were being 
made with inferior experience and possibly with inferior workmanship and ma
terial. The dissatisfaction experienced with such cars was affecting the reputation 
and progress of the good manufacturers. The Selden patent gave opportunity to 
exercise a certain amount of control and was, therefore, a highly desirable instru
ment. 

But this power was never really exercised. The licensees were very large in 
number and were educated by the frequent meetings to appreciate long views. 
These meetings were very educational and very stimulating and gave a unity to the 
direction of the various policies that could not have been obtained otherwise. 
This exchange of experience was a great help to a young industry. There were so 
many new problems not only in making the oars, but in the relations to the dealers 
and to the public as to guaranties and the proper allowances. 
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In the end the patent was held sustained by the lower court. Over a miUion 
dollars additional was collected from nonlicensees who came piling in after the 
decision of the lower court. 

The upper court confined the patent to the particular engine that Selden had 
used, namely, the Brayton engine. This meant that the defendants did not 
infringe and the destruction of the plan upon which the association of licensees was 
built. 

Of course the groii]j reorganized themselves immediately on different lines in 
order to continue the benefits of mutual association. 

Our present association is a direct descendant of this early one. * :i: * 

Association of Licensed Automobile Manufacturers.—On March 5, 
1903, the Electric Vehicle Co. and 17 manufacturers of motor vehicles, 
mcluding the Winton Motor Carriage Co., who had acquhed licenses 
to manufacture under the Selden patent, formed the Association of 
Licensed AutomobUe Manufacturers, and by April 28, 1903, the 

• membership of this association had increased to 30. Some of these 
members also were members of the National Association of AutomobUe 
Manufacturers, referred to heretofore in this chapter. 

The purposes for which this association was formed, as set forth in 
its articles of agreement, were to— 

* * * protect the rights of each party hereto under said letters patent 
against infringements thereof and against attacks upon the validity thereof, and 
also to protect each of the parties hereto in the right to manufacture and sell 
automobiles embodying inventions owned or controlled by the parties hereto 
Ji« * * 

The royalty to be paid by members of the association and the 
percentage allocated to the Electric Vehicle Co., as shown by section 9 
of the articles of agreement of the association, was as follows: 

Each member of the association (including Electric Vehicle Co.) shall pay a 
royalty under the Selden patent of lyi percent on the catalog price of all vehicles 
manufactured by it under .said patent, as provided in its form of license, a copy of 
which is hereto annexed, said royalty to be paid to the Electric Vehicle Co., and 
that company is to retain for its own use three-fifths thereof, and to pay over 
to the association two-fiftlis thereof, within 10 days after its receipt by Electric 
Vehicle Co., as provided in said license. 

The articles of agreement provided that the executive committee 
of the association should determine to whom licenses from the Electric 
Vehicle Co. under the Selden patent were to be granted. The follow
ing excerpt is from section 11 of the articles of agreement: 

No license shall be granted by said vehicle company under said letters patent 
without the unanimous consent in writing of the executive committee, nor at a 
less royalty rate than 1)4 percent of the catalog price of completed vehicles, as 
provided in article 4 of the license. The executive committee may furthermore 
determine and prescribe a limitation of future license to any particular type or 
types of vehicle which the licensee shall have the riglit to manufacture under said 
letters patent. Upon the grant of any such licenses under the Selden patent 
No. 549,160, the licensees shall be entitled to become members of this association, 
upon signing this agreement and upon making the payment required by article 
16 hereof. 

Article 16 is to the effect that each of the parties to the articles of 
agreement were to deposit $2,500 in the treasury of the association for 
general expenses. 

The Association of Licensed Automobile Manufacturers was active 
from the time of its inception on March 6,. 1903, until January 1911, 
when the Selden patent was disposed of by a decision of the United 
States ch'cuit court of appeals, which decision is referred to in the 
foUowmg subsection. Following this decision, the association was 
reorganized as the Automobile Board of Trade. 
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American Motor Car Manufacturers Association.—The formation of 
the Association of Licensed Automobile Manufacturers did not, by 
any means, put an end to litigation over the Selden patent, as in the 
year 1905 certain automobile manufacturers who were not licensed 
under the Selden patent formed the American Motor Car Manufac
turers Association with a membership of 19 manufacturers. Under 
its charter this association was formed to promote shows, publicity, 
sale of motor cars, etc. However, i t was generally understood that 
the real purpose for forming this organization was for mutual defense 
against the Association of Licensed Automobile Manufacturers. 

"What was thought to have been the culmination of a long series of 
legal controversies between the Association of Licensed AutomobUe 
Manufacturers and the members of the American Motor Car Man,u-
facturers Association occurred on September 19, 1909, when a court 
decision was rendered under which the validi t j ' of the Selden patent 
was upheld. As a result of this decision, the American Motor Car 
Manufacturers Association was allowed to terminate in the foUowing 
year, 1910. 

One member of this association, however, was of a more determined 
nature and was not satisfied to accept the decision upholding the 
validity of the patent. This member, the Ford Motor Co., which 
had been sued in October 1903, continued the fight and carried the 
case on appeal to the United States circuit court of appeals, and in 
January 1911 this court finally disposed of the Selden Patent case by 
a decision reversing that of the lower court.^ 

Automobile Board of Trade.—As a result of the decision in favor of 
the Ford Motor Co., the Association of Licensed Automobile Manu
facturers was reorganized in the year 1911, and 40 of its members 
formed a new association known as the AutomobUe Board of Trade. 

National Automobile Chamber of Commerce, Inc.—In 1913 the Auto
mobile Board of Trade and the National Association of Automobile 
Manufacturers dissolved their respective associations and most of 
their members joined in forming the Automobile Chamber of Com
merce, Inc., which was incorporated in March 1913. I n the foUowing 
year, 1914, the name of the association was changed to the National 
Automobile Chamber of Commerce, Inc. The National AutomobUe 
Chamber of Coinmerce, Inc., continued under that name untU October 
3, 1934, when, by direction of the board of directors, the name was 
changed to AutomobUe Manufacturers Association, Inc. 

The Ford Motor Co., one of the members of the former National 
Association of Automobile Manufactm-ers, did not become a member 
of the Automobile Chamber of Commerce, Inc., and since the disso
lution of the National Association of Automobile Manufacturers this 
company has pursued an mdependent course in the industry. 

SECTION 2. AUTOMOBILE MANUFACTURERS ASSOCIATION, INC. 

Objects of the corporation.—The purposes of the AutomobUe Manu
facturers Association, Inc., formerly the National Automobile Chamber 
of Commerce, Inc., as set forth in its constitution, are as follows: 

To foster the interests of those engaged in the trade or business of manufactur
ing automobiles and all other self-propelled vehicles; 

To reform abuses relative thereto; 

= 184 Fed. 893-916. 
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To secure freedom of its members from unjust or unlawful exactions; 
To diffuse accurate and reliable information as to the stancfing of merchants 

and others dealing with members, as to all inventions, patents, processes or de
vices designed or intended for use in, upon, or in connection with such vehicles 
and the manufacture thereof, as to the state of the art relative thereto, and aa 
to the condition and development of the trade in which the members are engaged, 
in the United States and foreign countries; 

To procure uniformity and certainty in the customs and usages of such trade; 
To promote the construction of better highways; 
To advocate the enactment of just and equitable laws affecting members; 
To settle differences between members; 
To promote a more enlarged and friendly intercourse among businessmen 

engaged in such trade or dealing with persons engaged therein; 
To acquire by grant, gift, purchase, devise or bequest, to hold and to dispose 

of such property as the purposes of the corporation shall require, subject to such 
limitations as may be prescribed by law, including inventions, letters patent, and 
processes, or rights thereunder, for the benefit of its members and not for pecuniary 
profit. 

Membership.—The membership of the Automobile Manufacturers 
Association, Inc., formerlji' the National Automobile Chamber of 
Commerce, Inc., increased from 63 members in 1913 to 131 members 
in 1922. Since 1922, the membership has steadity decreased, and in 
1938 the AutomobUe Manufacturers Association, Inc., had a member
ship of 31. In computing this membership it has been necessary to 
eliminate dupKcations due to members being Usted under difl'erent 
classifications. In 1938, for example, the membership of the associ
ation, classified according to the kind of veliicle manufactured, con
sisted of 17 passenger car manufacturers, 19 truck manufacturers, 
9 bus manufacturers, 2 taxi manufacturers, 3 ambulance ma,nufactur-
ers, 4 motor fixe apparatus manufacturers, and 4 trailer manufacturers. 
After eliminating dupHcations, because some members manufactured 
more than one kind of vehicle, the membership consisted of 31 differ
ent manufacturers. 

Members of the AutomobUe Manufacturers Association, Inc., are 
separate manufacturing companies or manufacturing divisions of 
companies producmg more than one make or kmd of motor vehicle. 
For instance, each of the manufacturing divisions of the General 
Motors Corporation and of the Chrysler Corporation, such as the 
Chevrolet, Buick, Plymouth, Dodge, and other divisions are separate 
members of the association. 

At the present time, aU manufacturers of passenger automobiles 
in the United States, with the exception of the Ford and Lmcoln 
Cos.-, the American Bantam Car Co., and possibly some smaU com
panies not actually manufacturing, are members of the AutomobUe 
Manufacturers Association, Inc. The membership includes motor
truck manufacturers among which are the International Harvester 
Co., the YeUow Truck & Coach Manufacturing Co., and others. 
There are numerous motortruck manufacturers who are not mem
bers of the association, but the membership controls considerably 
more than half the total truck production in this country. 

Management.—Directors and officers of the Automobile Manufac-
.turers Association, Inc., usually are presidents or chairmen of the 
boards of manufacturing members. There is one exception, however, 
as . the treasurer of the association is a former president of Dodge 
Bros, who is now retired. 

The headquarters of the association are in New York City and 
branch offices are located in Detroit, Mich., and Washington, D. C. 
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Incojne and disbursements.—The income of the association is derived 
from dues assessed against members. The amoimt of the dues is 
based on but not necessarily in proportion to the sales of each member. 

The minimum amoimt of dues per member is $500 and the maximum 
$40,000. Special assessments are levied for carrying on special activ
ities such as "National Used Car Exchange Week," but all members 
do not necessarily subscribe to special activities and nonmembers 
may join in these activities. 

A statement by the association of the number of cars manufactured 
by and the amount of dues received from, members for the year ended 
•Jime 30, 1937, shows the total number of cars manufactured by 
members as 3,610,501, and the total amount of dues received from 
members as $621,249.04. The association had 33 members during the 
year ended June 30, 1937, and i t appears that 6 of these members 
"W'-ere divisions of the General Motors Corporation and 4 v,̂ ere divi
sions of the Chiysler Corporation. The General Motors Corpora
tion's divisions manufactured 1,838,396 cars during that year and 
their dues amounted to $213,690.70. The Clirysler Corporation divi
sions manufactured 1,114,617 cars and their dues amounted to $135,-
-555.07. The remauiing 23 members manufactured 657,488 cars and 
.their total dues amounted to $272,003.27. From the above, i t appears 
.that manufacturing divisions of the General Motors Corporation con
tributed about 34 percent, that manufacturing divisions of the Chrys
ler Corporation contributed about 22 percent, and the remaining 
23 members of the association contributed about 44 percent of the dues 
for the year ended June 30, 1937. The expenses of the association for 
.the year ended May 31, 1937, totaled $559,652.24. 

The income of the AutomobUe Manufacturers Association, Inc., 
for the year ended June 30, 1938, was as foUows: 
Dues received from members $539, 473. 97 
Interest from securities owned 16, 604. 04 
Miscellaneous 9, 436. 18 

Total income 565,514.19 

The expenses of the association for the same period were: 
.Administrative expense; salaries, mileage, and fees of directors and 

members meetings 34, 363. 11 
Departmental expense, including patent classification a,nd publica

tion of Facts and Figures 216, 418. 64 
Legal expense 33, 323. 15 
Highways 51. 53 
International Road Congress 5, 782. 48 
General expense, including office expense, taxes, equipment, and 

Ubrary depreciation 170, 869. 52 
Contributions: 

Automotive Safety Foundation, Harvard University Traffic 
Bureau 54, 250. 00 

National Highway Users' Conference 40, 000. 00 
Society of Automotive Engineers 23, 102. 48 
National Industrial Conference Board 1, 500. 00 
Highway Education Board 10, 000. 00 
American Standards Association 500. 00 
Economic Policy Commission 12, 500. 00 

Total expenses- 602,660.91 
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Organization.—The Automobile Manufacturers Association, Inc., 
conducts its operations through various departments or committees 
which function as units, and the correspondence files as well as other 
records of the association are largely departmentized. Therefore, a 
discussion of the operations or activities of the association will be, to 
a considerable extent, on a departmental basis. The various depart
ments or committees of the association are as follows: 
Advertising committee. 
Export committee. 
Highways committee. 
Insurance committee. 
Legislative committee. 
Manufacturers' committee. 
Motortruck committee. 

Patents committee. 
Public-relations committee. 
Safety traffic committee. 
Sales managers' committee. 
Show committee. 
Taxation committee. 
Traffic committee. 

In addition to the above committees, two unportant departments 
of the association are the statistical department and the service 
and engineering department. 

SECTION 3. SALES MANAGERS' COMMITTEE 

Functioris of the committee.—Apparently the most interesting of 
the committees or departments of the Automobile Manufacturers 
Association, Inc., so far as this inquiry is concerned, is the gales 
managers' committee. The minutes of this committee, which are 
the basis for much of the discussion in this section, indicate that 
matters pertaining to pricing policies of the membership of the 
association are discussed in this committee. 

With reference to pricing policies, Alfred Reeves, vice president 
and general manager of the association, has stated that the automo
bUe industry, unlike industries in which the product is more or less 
standardized, does not lend itself to price-fixing activities. I t is 
Mr. Eeeves' opinion that competition is on the basis of style and 
performance, due largely to the fact that no two makes of automobiles 
are identical. 

The functions or responsibiUties of this committee, as set forth in 
the association publication entitled "At Your Service," are to develop 
plans which will make for greater efficiency and economy in the dis
tribution of automobile products and thus effect further savings that 
can be shared by car buyers in the form of lower prices. 

Minutes of the sales managers' committee.—An examination of the 
avaUable copies of minutes of this committee for the years 1931 to 
1938, inclusive, apparently shows but three verbatim reports of 
committee proceedings. 'These three verbatim reports are dated 
April 25, 1932, October 20, 1932, and December 9, 1932, respectively. 
Copies of the minutes of this committee for meetings other than 
those of April 25, 1932, October 20, 1932, and December 9, 1932, 
appear to consist of summaries of committee proceedings, J. W. 
Dineen of the General Motors Corporation, who has been secretary 
of the committee since 1933, has stated that since he became secretary, 
the minutes of the meetings have consisted only of summaries or 
decisions, and are not in the form of verbatim reports. In this con
nection however, it is significant that in addition to the verbatim 
report of the proceedings of the meeting of December 9, 1932, a sum
mary report of proceedings of that meeting also was prepared, which 
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summary appears to be simUar to summaries of subsequent pro
ceedings. 

Membership.—Some of the personnel of the sales managers' com
mittee of the AutomobUe Manufacturers' Association, Inc., have 
continued their positions on the committee over the entire period 
of time for which these committee minutes or summaries of pro
ceedings are available. R. H. Grant, of the General Motors Cor
poration, has been chairman of the committee, and J. E. Fields, of 
the Chiysler Corporation, and M. M. GUman, of the Packard Motor 
Car Co., have been members during this time. 

Pricing policies.—Pricing and advertising pohcies as discussed in 
this section pertain, with a few exceptions, to policies discussed at 
meetings of the sales managers' committee of the Automobile Manu
facturers Association, Inc. No attempt is made in this chapter to 
discuss general advertising policies of individual member manufac
turers of the association or of other automobUe manufacturers, other 
than with reference to association activities. 

When investigational work on this inquiry was initiated, it was 
determined that no action should be taken which might tend to inter
fere with or prejudge any complaints issued by the Federal Trade 
Commission against automobile manufacturers. 

With reference to advertising pohcies of the various automobile 
manufacturers, all of the passenger-car manufacturers, with the 
exception of the Ford Motor Co. and the General Motors Corporation, 
have stipulated with the Commission that their former type of 
advertising was false and misleadmg and that they would not re
engage m that type of advertising. The Conimission has issued com
plaints against the Ford Motor Co. and the General Motors Corpo
ration, charging these companies with, false and misleading advertis
ing and hearings on these matters are pending. 

Delivered price advertising.—At a meeting of the sales managers 
committee, April 25, 1932, the chairman, R. H. Grant of General 
Motors Corporation, dictated the folloAving, representing the senti
ment of the committee, on the question of delivered price advertising: ^ 

At a meeting of the N. A. C. C. sales managers' committee on this date (April 
25, 1932), i t was the unanimous sentiment of the committee that the industry 
would be well advised to go to delivered price advertising instead of f. o. b. price 
advertising which now quite generally exists. 

I t was thought that such a movement would help reestablish the confidence of 
the public in quoted prices on automobiles, which, i t was agreed has been pretty 
generally lost in the past few j'ears. 

The understanding of the delivered price is: What is known as the f. o. b. list 
price of the car, plus transportation, plus a handling charge, plus a minimum pack
age of accessories which is made of bumpers, a spare tire, tire cover, and tire lock; 
and on models which have six wheels, two spare tires, two th-e covers, and two 
tire locks, as well as bumpers. 

* * * * * * * 
At a meeting of the sales managers' committee held December 9, 

1932, Chairma.n Grant, m referring to advertised delivered prices, 
stated: 
• This is the same problem we have had right along. I t has been impossible for 
me to get the matter taken up with Chevrolet. * * * j have been thinking 
a gi'eat deal since I knew Mr. .Knudson was opposed to the idea and naturally I 
wanted to be well equipped and well advised. I really can't visualize Chevrolet 
going in without Ford in the picture. Say for example, Ford comes into the 
market next spring with a low-price car and we wUl say he foUows his usual method 

' Advertising prices of automobiles delivered at dealers' selling points. 
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of getting a lot of publicity, and we will say his present Ford is priced |at $450, and 
say he should come out at .S395 or $425, and we will say that Chevrolet decided 
to make a move to checkmate him or lower their prices. I f we were bound by 
agreement, and if we couldn't go into the newspapers down in that area, where 
price is so vital a factor, with anything but delive.-ed prices, we would be under a 
terrible handicap. 

J. E. Fields of the Chrysler Corporation, replied: 
I have discussed this question of advertising delivered prices with Mr. Chrysler 

and we have discussed it from the angle that assuming that Ford would not go 
in, and he would stay out alone, it is our feeling and especially Mr. Chrysler's 
feeling, that if we decided that this advertising of delivered prices was the proper 
thing, then we should go in and disregard Ford entirely and develop our advertising 
to cover what we wanted to cover. 

Summarizing deUvered prices, Mr. Grant said: 
This crowd is unanimous in favor of doing this, and also we are not unanimous 

in doing it unless Chevrolet is willing to come into the picture. I am going to 
get the definite answer regarding Chevrolet and I am inclined to hope after what 
Mr. Abbott has given me, and he has affected me a lot, and I think that by 
marshaling every force we have we could perhaps marshal the country and offset 
anything that Ford might do. 

Apparent^, the reference to "what Mr. Abbott has given me" per
tains to a statement made by C. G. Abbott of the Huclson Motor Car 
Corporation as follows: 

* * * I am of the opinion that if we throw the entire weight of our adver
tising, or say the portion as can be used for price, including radio, we could have 
the announcer give in a clear and concise manner, a short sentence which indicates 
that the one feUow who is standing out is kidding you. 'Every advertisement or 
newspaper would carry a little insert or box which makes it very clear. Then, 
I don't think it would take many months to make the public understand there 
was a careful distinction. One manufacturer can't do i t alone, but I think we 
aU can. * * * 

At a meetuig of the sales managers' committee May 8, 1933, the 
chairman, R. H. Grant, of General Motors Corporation, reported' 
that General Motors was ready to adopt a policy of advertising-
deUvered prices except in the case of Chevrolet. J. E. Fields, of the 
Chrysler Corporation, stated that the Chrysler organization would-
be unwUling to go to delivered prices without Chevrolet. Other 
members of the committee exiDressed themselves as favoring delivered 
prices as a practical and beneficial move. 

At this same meeting each member of the committee related his, 
company's practice in regard to options and extra charges for such 
items as special paint, wheels, upholstery, etc., on standard models. 

Under date of December 17, 1936, the Automobile Manufacturers 
Association, Inc., issued a release or news item announcing a change 
in pohcy of its members with respect to the prices at which their 
products were to be quoted in national advertising. This release 
consisted of a statement by Alvan Macauley, president of the Auto
mobUe Manufacturers Association, Inc., which reads in part as fol-

r; lows: 
ji | Effective at once, the members of the Automobile Manufacturers Association 

wfil adopt a more simplified method of pricing motorcars. However, the intent 
of this action is not to change the price the customer will pay, and, except for 
some very slight modifications incidental to the detaUs of its application, the 
price the customer pays will remain the same as before. 

In the past, a list price, f. o. b. factory, has been used in advertising. That 
list price did not include such things as a charge for preparing the car for delivery^ 
reimbursement for Federal tax, nor such accessories and extra equipment as the; 
purchaser might have elected to buy. 
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Effective at once, the new shnplified price vidll be a "delivered price" at point 
of manufacture, which will include the charge for delivery, reimbursement for 
Federal tax, and all essential accessories, such as the spare tire, and bumpers, 
which are now universally needed by all purchasers and have come to be known 
as standard equipment. To determine the retail price at any particular point of 
delivery, i t will only be necessary under the new method for the purchaser to 
add the following charges to the advertised delivered price at the factory city: 

1. Transportation from point of manufacture to point of delivery. 
2. State and local taxes, if any, at jioint of delivery. 
Should the purchaser elect to buy a more comprehensive group of accessories,, 

these will be available at prices to be quoted by the dealer. 

This change in policy with respect to prices quoted in national ad
vertising followed the action of the Federal Trade Commission in 
investigating the advertismg practices of the industry, which investi
gation was initiated in 1936. The first interview by a Federal Trade 
Commission examiner with a representative of the General Motors 
Corporation was on October 23, 1936, which was less than 30 days 
prior to the news release of December 17, 1936, referred to above. 
I t appears, therefore, that the change in policy was the culmination, 
not only of agitation hy the industiy, but also of the investigation 
undertaken by the Federal Trade Commission. 

Effect of advertised prices on foreign trade.—Under date of Decem
ber 23, 1936, the Studebaker Export Corporation wrote the Auto
mobUe Manufacturers Association, Inc., with reference to estabUsh
ing f. o. b. factory list prices in national adA^ertising. This letter 
reads in part as follows: 

* * * jg going to be extremely good news to all foreign dealers. One 
of the chief difficulties which they have encountered is in explaining to the public 
the apparent very large discrepancy between delivered local foreign prices and 
the advertised manufacturer's f. o. b. prices. This, to. view of the fact that the 
f. o. b. prices formerly advertised did not include many items of equipment with
out which no cars are actually sold. I believe it is the practice of most firms 
nowadays to establish net export prices in which prices practically aU extra 
equipment, such as bumpers, optional colors, etc., are included. In man}' eases 
where foreign customers read American magazines, i t is necessary to explain this 
fact to them and, even then, there is apparently doubt in their minds as to the. 
veracitj' of the dealer. * * * 

The export department of the AutomobUe Manufacturers Associa
tion, Inc., prepared Bulletin E^59, June 16, 1937, which reads in 
part as follows: 

* * * that members limit their price data on passenger cars to two columns 
for the export magazines. 

The first column would comprise factory list prices as heretofore published in 
the export magazines. The other column would contain the advertised delivered 
at factory prices recently put into practice for domestic purposes, which include 
the standard accessories of each manufacturer and dealer handling charges and 
Federal, but not State, taxes. 

This arrangement pertains to passenger cars only and not to trucks. 

Exchange of price inform-ation.—At a meeting of the sales managers' 
committee on December 28, 1936, a pricing policy was discussed in 
part as follows: 

In order to clarify the pricing situation, i t was agreed that at the next meeting 
of the committee, each automobile company would present the buUd-iip of its 
advertised delivered price (in the main factory city) for each series of cars, par-, 
ticularly -with regard to the items included in the standard package of accessories. 
The chairman < suggested, as a basis for agreement by the committee, that any 
accessory which is attached to, or shipped with the car, and which the customer. 

* R. H, Grant of General Motors Corporation. 
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has to take, should be included in the standard package of accessories, and con
sequently in the advertised price. 

On the same day, December 28, 1936, J. W. Dineen, of the General 
Motors Corporation, and secretary of the sales managers' committee. 
Wrote to 10 member companies of the Automobile Manufacturers 
Association, Inc., as follows: 

Confirming the understanding arrived at today in the sales managers' com
mittee meeting of the Automobile Manufacturers Association, another meeting 
will be held at 10 o'clock in the morning, Mondaj', January 11, in the directors' 
room of the General Motors Building. 

To the meeting, each sales manager, or his representative, should bring detailed 
break-downs showing how his company proposes to price its cars under the new 
pricing system. This is being done in order that we wiU aU be on a comparable 
basis. 

Please let me know by return mail whether or not you will be present. 

On January 4, 1937, Alfred Reeves, vice president of the Automobile 
Manufacturers Association, Inc., wrote sLx truck manufacturer mem
bers of the association as follows: 

Confirming the understanding arrived at by the sales managers' committee at 
Detroit on December 2S, another session will be held at 10 o'clock on the morning 
of Mond'ay, January 11, in the directors' room, General Motors Building, Detroit, 
Mich. 

To the meeting each sales manager, or his representative, should bring detailed 
break-downs showing how each company proposes to care for the new pricing 
system on cars and trucks that has taken the jjlace of the f. o. b. plan. 

This is necessary in order that there be some sort of a,comparable basis. 
The sales managers' committee has voted to invite the sales managers of each 

of the companies to participate in the session. 
Shall be glad to know if we can count on your attendance. 

At a meetmg of the sales managers' committee on Ja.nuary 11, 1937, 
each manufacturer gave a breal̂ -down of the advertised delivered 
prices of several typical models of each of his passenger-car lines. The 
minutes of the meetmg contain tliis notation: 

A copy of this information for each automobile company will be prepared by 
Mr. Reeves for distribution. 

Price policies, 1938 and 1939.—The mmutes of the sales managers' 
committee meeting of September 27, 1937, refer to the 1938 pricing 
policies as follows: 

The pricing policies of each companj' with respect to their 1938 models were 
presented and discussed. A copy of the presentation of the pricing policj'- of 
General Motors' car divisions -will be sent to the members of the committee. This 
presentation shows the items tliat make up (a) the list price, on which the dealer 
win receive a discount; (&) the advertised deUvered price at main factory city; 
and (c) the local suggested delivered price. 

The mmutes of the sales managers' committee meeting of September 
14, 1938, contained the foUowing with reference to General Motors' 
proposed pohcy on pricing: 

The chairman' informed the committee that General Motors is planning to 
change its pricing policy so s,s to eliminate the dealer's delivery and handling 
charge from the advertised price. Under this method the national advertised 
price will be called the "base price" which will consist of the list price (which 
includes standard equipment such as bumpers and spare tires) plus the e. o. h. 
charge (reimbursement for Federal tax). 

"RTien this "base price" is advertised there will be a notation in the price box 
that to arrive at the local delivered price, i t is necessary to add (a) transportation 
charge (based on rail rates); (6) dealer's delivery charge; and (c) State and local 
taxes (if any). 

» R. H. Grant, of General Motors Corporation. 
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The ad will also state that the amounts of these three items added by the dealer 
will be displayed on a wall chart in the dealer's place of business. However, this 
reference to the wall chart will not be used in. the price box until the contract 
clause on local delivered price wall charts has been incorporated in the dealer 
contract about the first of the j^ear. 

The chairman stated further that this proposed pricing pohcy will come up for 
decision at the meeting of the General Motors distribution group on Tuesday, 
September 15, and that lie will inform the members of the sales managers' com
mittee of the corporation's decision. 

I t appears that this pricmg policy was not effected as proposed, 
as a letter by the secretary, J. W. Dineen, of General Motors Corpo
ration, addressed to members of the Automobile Manufacturers 
Association, Inc., reads as follows: 

I t was decided yesterday at the meeting of the General Motors Distribution 
group that the new plan of pricing, which was discussed at the sales managers' 
meeting of the Automobile Manufacturers Association, Wednesday, -will not be 
put into effect at the present time. Instead, we wiU continue with advertised 
delivered prices made up on the same basis that we used last year. 

The copy of this letter, which is from the committee records, is 
undated, but is followed by a letter from W. M . Packer, of the Packard 
Motor Car Co., to J. W. Dineen, director, sales section. General 
Motors Corporation, dated September 21, 1938, wliich reads as follows: 

Thank you very much for your letter of the 16th advising that the General 
Motors distribution group will not put into effect at the present time the new 
plan of pricing which was discussed at the meeting of the Automobile Manufac
turers Associa/tion last Wednesday. 

In our own case, the pricing of new models has already been set up on the 
basis which has been in effect for the last year and we are glad to know that 
General Motors does not plan any change at this time. 

Accessories.—During a discussion relative to advertising deUvered 
prices at the sales managers' committee meetmg of December 9, 1932, 
the question of the amount charged by distributors or dealers arose. 
With references to this matter, Chairman Grant, of General Motors, 
stated: 

* * * I found some" listing accessories at $102 and with all the power I 
possess I couldn't get more than $45 out of them. I sent another fellow in and 
told him * * * you stay there imti) you find that $102 worth of accessories. 
He came back and said $45 was all he could find. What they have been doing ig 
loading. That is what has been going on for years. The distributor loads up 
with accessories and then he sells them to the dealer. He gets liis override on 
the car and also the accessories and sells the ear to the dealers with clocks and 
all the other doodads. I am for the delivered price with only a small package 
of' accessories, and if they sell more than a standard package I want them to sell 
the extras on the merits. My trouble is with the old-time distributors. They 
•want to pack. 

After considerable discussion, Mr. Fields, of Chrysler, stated: 
Here, Mr. Grant, is something you can take for what it is worth in your talk 

with Mr. Knudson; you can say that if Chevrolet goes in, we will go along all the 
way with all our stufT, Plymouth and from there up, but only if Chevrolet will go 
along. * * * I put out a buUetin to our dealers telling them that when we 
introduced the Plymouth we contemplated with the industry to advertise deliv
ered prices. =*• * * The minute that that got in the field, we got a protest 
from the "old-timers." They are the ones that like the leeway. * * * About 
half of the distiibutors have come in and told me the many great disadvantages. 

The}- don't like us to do it. The dealer body don't like us to do it . I have 
two men out I use for shopping. They have shopped your (Mr. Grant) crowd, 
Nash, and our own dealers. I t is ridiculous the stories they get. What you say 
about this ,$45 list of acces.sories, getting $105 or $107 is what they teU us and 
the distributors making up their own package. Some of these distributors will 

• Dealers. 
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ship that package just as if i t is a part of your routine practice, as if we can't 
buUd an automobile without the dealer making up a group of stuff he makes a 
profit on. 

Cooperation hy members.—Durmg the sales managers' committee 
meeting of December 9, 1932, a long discussion was held concerning 
a greasing plan inaugurated by the B-O-P Division ^ of General 
Motors. R. H. Grant, of General Motors, opened the discussion as 
follows: 

Here is a matter that isn't on the program. Mr. Fields called me up on this' 
something that I did. In B-O-P this subject came up: We have a new service 
department, and with that outfit they are full of pep, which naturallj'- I like to 
see in an organization. They are always after schemes to improve their position. 
Before I went away, Mr. Blees came to me and stated that the service depart-
inent wanted to seU a grease book with every car. He says the "pack," the 
handling.charge, we raised last spring, is quite high; it is probably higher than i t 
should be. We wiU charge the dealer $9 for a book on every car, for which the 
customer can get 12 greasings on his car, and the coupons will be torn out of the 
book by the customer and given to the dealer and the dealer in turn sends the 
coupons in to us. As a result he probably will make a little profit on the $9. I t 
depends upon how much you pu-t on the books as to whether or not he gets a 
profit out of i t . 

Mr. Fields says I should have taken it up before I went to California, but I 
did not think about it in that connection, but made a quick decision and the way 
I went. 

. * * * * * * * -
- I n the automobile business the dealers don't make any money out of cars. 
He makes i t out of the auxiliary end of the business. If there is going to be a 
shrinkage in that waj", we have to find a way for him to get some money. Now 
it is very important, as I see the picture, to hold that gross profit up by anything 
that is legitimate. You can't do it by raising your price or they will go to the 
alleys. I agreed with the service department in what they conceived. I t is bad, 
however, from the standpoint if the whole industry don't do it we are not on an 
even basis competitively. When I made this decision 1 didn't think about the 
industry. * * • • ) = Now I have done it, and we are committed to it. I have 
to go through with i t now. I can switch my policy next year, if you men and I 
give you our experience in connection with this, if you feel you shouldn't have it 
in the industry, we could take i t out within a year. But if you thought i t good, 
if the whole industry did it, i t would be like our service policy is today. 

In reply, J. E. Fields, of the Chrysler Corporation, stated: 
* . * * I have no criticism from the standpoint of a competitive move. 

None whatever. My criticism is: This committee to me is going to accomplish 
a great deal if we stick together. I think this is the place to do it, and have us air 
aU our troubles in here within four w.alls. If we are going to develop a new poUcy 
I think we ought to be bringing it up to this committee. I t will be sold as a 
progreissive move, as an extended warranty proposition. No matter what you 
want the salesman to g.ij', you know what he is going to say. I t brings up a 
variety of warranty. If we are going to make this committee mean what it ought 
to to our comp.anies like competitive angles, then we ought to bring them in 
here. * * * 

Pack.^—With further reference to the discussion of a greasing plan, 
Chairman Grant stated: 

* * * J deliberately put more handling charges in because I had dealers 
going broke, and tlie easiest way to slip them $25 was in the pack. I did it delib
erately during a depression, and I am committed to the corporation to take that 
pack out when times get better. I already took some pack out, this $9 takes 
something out. The customer pays the $9. I have taken the mark-up on freight 
out. I have already started the ball a rolling in getting the handling charge down. 
I am also cognizant of the fact that in this delivered price thing, if we have a little 

'B-O-P is an abbreviation for Buick, Oldsmobile, and Pontiac Divisions of the General Motors Corpo
ration. 

The term "pack" as used by Chairman Grant, evidently means any dealer return other than the 
difference between the dealers' buying and .selling price. 
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more pack in here for this purpose, I am handicapping our men. I am trying to 
keep them alive with some money. I think it is more important to keep your 
dealers floating than any price question. If we are not careful, this mortality 
thing is going on and on and on. They go from one account to the other. We 
are milking the capital out of our dealerships. I ' l l take what handicap i t brings 
in selecting the goods. 

The $9 referred to in the above quotation is the amount charged 
dealers for a grease book for which the customer received 12 lubrica
tions. 

Competition vnth Ford Motor, Co.—At a meeting of the sales managers' 
committee on October 20, 1932, a motion was made and carried that 
the committee inform the board of directors that it recognized a 
discrepancy between the prices of coaches and sedans and recom
mended that the best endeavors be used to get the matter on a more 
economical basis. 

Tliis action f oUowed a lengthy discussion concerrdng the advisability 
of contmuing the manufacturing of touring cars, roadsters, and coaches 
also lUtra deluxe models and options on wheels, upholstery, etc. 
Chairman Grant stated: 

I notice the spread between the sedan and coach, which is a very aggravating 
subject. We are pricing coaches too low in the low-price field, in relation to the 
sedan. When the Ford model A came out, coaches were more potent than now. 
They were the keystone of the situation. He fixed the price of the coach S25 
below the point at which it should have been fixed, from a cost standpoint. We 
followed suit and have been doing it ever since, and so has he. If we increased 
our coach price $25, i t is quite certain the condition would change. 

At December 9, 1932, meeting of the sales managers' committee, 
Chairman Grant stated: 

Mr. Ford, who won't play, is pretty much the price setter in this industry. 
I ' l l bet if Mr. Ford's cars were $50 higher ours would be $50 higher. We care 
about Ford, We have been struggling with him for years. 

Overtrading in high-priced cars.—Chahman Grant stated at this 
same meeting: 

We had a copy of Pierce-Arrow prices and they had a $100 trading allowance 
as part of the price scheme. I don't think that Paul Hoffman ° and I wOl ever 
agree. I f you start out with a trading allowance on January 1, you sure have to 
have a larger one before the season is over. We get faced with an emergency and 
in i t goes. 

* * * I don't know that this conversation would have happened if i t had 
not been for that Cadillac affair when we were bound to unload those 31'a. 
* * * Cadillac last year down there had a carry-over of about 34 automobiles. 
When I woke up I found I had too many Cadillacs and with a potential smaU, 
but how we are going into next season with a carry-over down there of about 
18 or 20 cars. The market is smaU, but we will have to cut them to the 
quick. * * * 

There was no depression on Cadillacs. I t was the 3,000 cars. One of the larg
est operators had no sooner liquidated his 1931 stuff than he had to turn around 
as the market was in such a condition, and had to liquidate his 32's. I think it 
would be a very constructive thing in this situation. AU the year, the CadiUac 
men have been saying, Mr. Gilman, that you (Packard) were giving $1,000 on 
your middle-priced Packard, and I told "John Chick (Cadillac) that you told me 
i t wasn't true, and I think if we would tell you when we had anything special, and 
how many cars we had for clean-up, and you told us the same, that it would help. 
Every Cadillac man I met said you are doing it, and it is almost as bad as if . you 
were doing it competitively, because you are getting the credit for it. 

' Mr. Grant evidently referred to P. G. Hoffman of the Studebaker Corporation, who -svas not present 
at tho meeting. 
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After some further discussion by the members of the committee, 
Mr, Grant said: 

Well, we will wait and see what Mr, Fisher and Mr. Macauley do, and as I said 
I ' l l talk to Mr. Fisher and you talk to Mr. Macauley, Would you, Mr, Gilman, 
be willing to teU us what that trading allowance was on that middle-priced car? 
I went through our organization to beat the band, 

Mr. Gilman agreed to let Mr. Grant know. 
AUowance for used cars.—On August 31, 1933, R. H, Grant of 

General Motors, chairman of the sales managers' committee, wrote the 
president of the National AutomobUe Dealers Association with 
reference to the Code of Fair Competition for the Industry of Auto
mobile RetaUing. In this letter Mr. Grant stated in part, as follows: 

The National Automobile Chamber of Commerce committee believes that if the 
dealers of this country were to establish a policy of deducting 20 percent of the 
sales price from aU used cars in determining the allowance that can be made for 
those cars, the volume of new car sales would be materially curtailed, and, simul
taneously, of course, new-car production would decUne. Looking at the matter 
from the" dealers' standpoint, we are afraid that if the code is as drastic in setting 
low used-oar allowances as the dealers have advocated, they will defeat their own 
purpose of making more profit because their volume will be reduced to the point 
where the loss of new-car revenue wUl overcome the benefit obtained from lower 
used-car losses. 

Used-car allowances which were fixed on this basis would be so far below the 
aUowances that the public has been getting, and consequently so far below the 
aUowances that they expect, that tlie public woidd stop buying in present quan
tities, A drastic reduction in used-car allowances is, of course, an equivalent to an 
increase in the new-car prices. For this reason the National Automobile Chamber 
of Commerce committees do not feel that they can support any program which 
caUs for an allowance price based on a deduction of 20 percent from the average 
sales price of a used car. 

However, we do believe that the dealers' code should take .steps toward reduc
ing used-car losses, and we are willing to support a lO-peî oeht deduction from 
average used-car sales prices for the purpose of setting .a,llowanoes. The com
mittee believes, and all of its statistical studies indicate, that a lO-percent deduc
tion will be sufficient to bring about a tremendous reduction in dealer used-car 
losses, and yet at the same time wiU not mean so radical an increase in the cost of 
the automobile to the American public as to bring about a condition which would 
not only defeat the purpose of the code but the more fundamental purposes of the 
National Industrial Recovery Act as weU. 

Warranty.—At a meeting of the sales managers' committee October 
23, 1931, the question of miiform warranty or owner-service policy 
was discussed. Chairman Grant stated the cpestion, as foUows: 

Inspections within the warrantj' period, adjustments at no expense to the owner 
except oil and grease. This would not be compulsory but would be the limit 
beyond which no company could go, 1 am really for three inspections: (1) 
Inspection on cars up to $800; (2) inspections on cars from $800 to $1,200; and 
(3) inspections on cars above $1,200, 

I t Was agreed to allow a reasonable amount of flexibility in the price 
divisions, disregarding small variations of $10 or $15. 

PaiU G. Hoffman, of the Studebaker Corporation, requested another 
vote in order that a unanimous recommendation could be made to the 
directors on the following': 

(1) Include 4,000 miles, 
(2) Eliminate all exceptions, except tires, 
(3) Reword the warranty to. conform to the new conditions created by the new 

dealer policy. 

There was considerable discussion about whether accessories should 
be excepted and whether generators, ignition apparatus; etc., should 
not be called electrical equipment instead of accessories. However, 
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all objections were finally withdrawn. Thereupon Mr. Grant stated 
that the committee could report to the National AutomobUe Chamber 
of Commerce directors that it favored including 4,000 mUes; eliminat
ing all exceptions except tires, and rewording the warranty in accord
ance with the new service policy. 

"Dum-ping".—At the sales managers committee meeting of AprU 
25, 1932, the chairman, R. H. Grant, of General Motors Corporation, 
raised the question of "dumpmg," which he defined as the "selling of 
goods at reduced prices through experts or other than recognized 
channels of trade." Mr. Grant stated: 

I would like the committee to go on record to the directors of the National 
Automobile Chamber of Commerce that we don't believe that any member should 
dump these goods through outside channels, if that is the sentiment of the 
committee, 

. After some discussion, the chairman dictated a resolution to the 
board of directors of the association, as foUows: 

At the National Automobile Chamber of Commei'ce sales managers' meeting 
held April 25, 1932. it was the sentiment of the committee that the committee 
should go on record as opposed to what is known as dumping in the automobile 
business. What we understood to be "dumping" was when an outsider came in 
and purchased current or past model goods at reduced price and sold them at 
retail either through the dealers of the factory that sold the goods or through 
any other channels. 

We recommend that the board of directors give careful consideration as to 
what action they should take in the case of a National Automobile Chamber of 
Chamber member that indulges in what is known as dumping. 

Employees' discounts.—At the sales managers' committee meeting 
of December 9, 1932, Chairman Grant stated: 

We hope that b j ' giving a discount we will cultivate a loj-alty so that the men 
will want to buy. We use no coercion. We don't check cars in the yard. The 
reason I mention coercion, is with particular regard to Ford. 

J. E. Fields, of the Chrysler Corporation, then said: 
We never have used it . What is your employee's discoimt? Have you estab

lished how high it is going, for example, a Buick? 

Mr, Grant replied: 
A Buick car to a Buick man—20 percent is the top. Six months would be 10 

percent; longer, 15 percent; aud longer, 20 percent, I ' l l tell you when we decide. 

Thereupon Mr. Fields replied: 
We have steps in ours, I would be very glad to give you what ours is. 

Regulation.—At a meeting of the sales managers committee on April 
25, 1932, Chairman Grant referred to a suggestion that a subcom
mittee of the Nationa,l AutomobUe Chamber of Commerce sales 
managers committee be designated to deal with service matters, and 
stated as follows: 

By this plan our service managers would meet at intervals and discuss that 
most intricate problem. In our case with three divisions and a small staff, I feel 
we are in a better position where we have one fellow checking one another. 

J. E. Fields of the Chrysler Corporation replied: 
I find that these men are already meeting. If we wake up and find out that they 

have discussed service plans among themselves that don't conform to the manage
ment's views, then you have to start and undo it. If you can have them a bit 
more official and know what they are doing and what the needs are * * *_ 
There are a lot of intricate problems in this thing. I am glad we are talking about 
regulation. I think if we are smart, we wiU sit around and regulate some of these 

1712.33—39 0 
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things. I would like to see even more regulation so we can make some more 
money out of the adjunct to this business as from the principal products. 

M r . Grant then said: 
I f we had a subcommittee, would we get a chairman of the subcommittee capa'ole 

of tying the direction of the thing into the way the sales managers think? I am 
wondering, if we want to do service work woiUd i t not be better to have two or 
three service meetings of this committee and bring our service men in and let us 
hear them talk and let us see that thej"- don't go haywire and have to get reversed. 
I hate to take the responsibility of a service subcommit"fcee because I don't know 
if they will evolve things that we want or not. 

M r . Fields replied: 
* * * I think the service men ought to be brought in so we can steer them. 

Members of the coimnittee agreed that they would bring their 
service managers to the next meeting. 

SECTION 4. PATENTS COMMITTEE AND CEOSS-LICENSING 
AGEEEIVIENT 

Patents committee or department.—The administration of the asso
ciation's cross-licensing patents agreement plan is one of the principal 
functions of this department. Other functions consist of the collec
tion of material and assistance in the preparation of cases of patent 
litigation involving members; organization of cases m patent suits 
being defended by the association; conduct of patent searches onbehalf 
of member companies; and representation of the industry on all legis
lative proposals mvolving patents. This department maintains an 
extensive library which includes 10,000 volumes of automotive period
icals, 2,500 pamphlets, reference and text books, 450,000 copies of 
United States patents, as well as other material.^" 

Gross-licensing agreement.—In the early days of the National 
AutomobUe Chamber of Commerce, Inc., most of the members of the 
association formed a patent pool, which obviated the payment of 
royalty by one member to another. I n order to form this pool an 
agreement Imown as the cross-licensing agreement was entered into by 
nearly all the members of the association. The Packard Motor Car 
Co., one of the members which did not sign the cross-licensing agree
ment, was in a very special position relative to patents, as i t had 
patents which i t did not wish to share with other manufacturers in 
the mdustry. This coinpany has, however, cooperated with the 
signers of the cross-licensing agreement and they have permitted this 
company to use the pooled patents although in some instances Packard 
has had to paj^ for the privUege. 

The fii'st cross-Ucensing agreement was executed in the year 1915 
and terminated January 1, 1925. Since the teimination of the first 
cross-hcensing agreement, three substitute agreements, or extensions, 
were entered into by nearly aU the members of the association. These 
subsequent agreements were dated Januaiy 1, 1925, January 1, 1930, 
and January 1, 1935, and each was for a 5-year period. 

Effect of cross-licensing agreemerds.—The signatories of the original 
agreement granted to the National AutomobUe Chamber of Com-

• merce, l i i c , the right to grant hcenses and shop rights under letters 
patent, not expressly excepted, covering invention? capable of use in 
connection with motor vehicles, or parts or accessories therefor, or, 

10 Automobile Manufacturers Association, Inc., publication entitled, "At Your Service." 
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in connection with the manufacture thereof, owned or controlled by 
the signatory or grantor, and the grantor authorized the association 
to execute licenses and shop rights in the name of the grantor. 

With reference to granting of licenses and shop rights by the 
National Automobile Chamber of Commerce, Inc., section 7 of the 
agreement reads as foUows: 
. The chamber shall have the right, power, and authority hereunder to grant 
licenses and shop rights only to such manufacturing members of the chamber as 
may be at the time of such grant in good standing and shall have executed, in 
accordance with the provisions hereinafter contained in paragraph 11 hereof, an 
instrument substantially equivalent to this, giving to the chamber the same power 
and authority to grant licenses and shop rights under patents at the time of such 
execution or thereafter owned or controlled bj ' such manufacturing members 
respectivelj', or under which such manufacturing members, respectively, may then 
or thereafter have the right to grant such licenses or shop rights as is given by 
this instrument in respect to patents in which the grantor has or may hereafter 
have corresponding rights. 

The first substitute for or extension of the original agreement was 
executed in 1925 and extended the time of the agreement until Janu
ary 1, 1930. The substitute agreement provided only for patents 
owned or controlled by parties to the agreement on Januaiy 1, 1925, 
and did not provide for the granting of patents acquired after the 
agreement was executed. 
. The second extension was executed in 1930 and extended the agree
ment until 1935. This extension included patents owned or controlled 
by parties to the agreement on January 1, 1930, and did not include 
patents obtained thereafter. 

The third extension was executed in 1935 and continued the agree
ment mitil January 1, 1940, but does not include any patents acquired 
by parties to the agreement subsequent to January 1, 1930. Further
more, the tliird extension contains a clause exempting patents de
veloped by a corporation or division controlled by the signatory or 
grantor but which corporation or division is not itself engaged in 
the business of ma.nufacturing complete motor, vehicles. 'This pro
vision reads as follows: 

I t is understood and agreed, however, that there are excluded from the patents 
of the grantor licenses under which are granted or to be granted under this agree
ment, (a) anj' and all patents owned or controUed by, and (6) any and all patents 
whose inventions were developed in whole or in part by any existing corporation 
controlled by or related to the grantor which corporation is not itself engaged in 
the business of manufacturing complete motor vehicles, as well as (c) anj- patent 
or patents whose inventions are utiUzed by, and {d) any and all patents whose 
invention.3 were developed in whole or in part by the grantor in a distinct division 
engaged solely in continuing the business of a prior corporation which was itself 
not engaged in the business of .manufacturing complete motor vehicles. 

The above clause was injected into the third extension of the 
agreement as an inducement to the General Motors Corporation to 
become a party to the new agreement. 

Alfred Reeves, vice president and general manager of the Auto
mobile Manufacturers Association, Inc., in answer to an inquiry con
ceming the exclusion of patents owned by subsidiaries of members 
who are parties to the agreement, repUed as follows: 

I t was not thought fair to require a company like General Motors to include 
the patents of Delco or other similar subsidiary parts companies whose business 
and patents i t had recently taken over, for to do so would operate to pass licenses 
on to the competitors of Delco (such as the Electric AutoUte) or other companies 
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competing in the same field, without any return licenses from these competitors 
to Delco. 

Where a subsidiary was a car maker, the subsidiary also signed the' agreement. 

The original cross-Ucensing agreement did not include the patents 
described as class B patents, which were designated as certain patents 
issued subsequent to the execution of the agreement which involved 
a radical departure or change from what was known. Inasmuch as 
the subsequent agreements or extensions to the original cross-licensing 
agreement did not provide for the inclusion of patents granted sub
sequent to the dates of execution, no provision was made for the 
exclusion of any so-caUed class B patents. Mr, Reeves, in answer 
to the question "Why were class B patents aboUshed in the second 
agreement?" stated: 

Inasmuch as class B patents refer only to patents that would be taken out 
subsequent to the signing of an agreement and the second agi-cement only covered 
patents that were in existence at the time of its signing, there could be, under this 
agreement, no such thing as a class B patent. 

The same would apply to subsequent extensions of the agreement. 
Alfred Reeves, in testifjdng before the Temporary National Eco

nomic Committee December 5, 1938, stated that no class B patents 
came into existence during the 10 years the first cross-licensing agree
ment was in eft'ect. He referred to an application by the Hudson 
Motor Car Co. for a class B patent on their comiterbalanced crank
shaft, which was ruled as not being a class B patent. 

With reference to patents included in and excluded from the present 
extension to the agreement, G. C, Arvedson, manager of the patents 
department, wrote James Cope, of the Washington office of the 
AutomobUe Manufactm-ers Association, Inc, November 9, 1937, 
as follows: 

The agreement now current is the third extension agreement and runs for 
6 years, from January 1, 1935', as per copy enclosed in your file. This agreement 
applies to patents owVied or controUed by. the parties on January 1, 1930. 

The patents acquired subsequent to January 1, 1930, are not included. 
The classes of patents included arc defined in clause 1 as those covering inven

tions capable of use in or in connection with motor vehicles or their manufacture. 
This definition is the same as in the previous agreements. 

The patents excluded are defined in clause 2; and this definition is the same 
as in the previous agreement. 

Briefly, the patents excluded are (o) design patents, (i) patents covering 
inventions exclusively capable of use in commercial vehicles, such as ambulances, 
fire apparatus, tractors and trucks, and (c) patents covering inventions exclusively 
capable of use in or in connection with certain parts of their manufacture, s.uch 
as pajteuts formerly owned by a.company exclusively devoted to the manufacture 
of such parts. 

Number of patents involved.—Mr. Reeves, in testifying before the 
Temporary National Economic Committee on December 5, 1938, 
stated that there were 547 patents in the first agreement; 1,066 in 
the agreement executed in 1925; 1,687 in the agreement executed 
in 1930; and 1,285 m the agreement executed in 1935; and that at 
the time of testifying, December 5, 1938, there were 1,058 patents 
still alive in the agreement. 

Signatories to the agreement.—G. C, -Arvedson, manager of the 
patents committee, uiider -date of March 24, 1937, wrote to Mr. C. 
Gordon Minckler, Detroit, Mich., with reference to the cross-licensing 
agreement, in part, as follows: 

The parties to the agreement include our entire membership with a few excep
tions, the chief of'which are the Packard, Hudson, Sterling, Walter, and Mack 
companies. 
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As you know, the Ford and Lincoln companies are not members. 
The patents included are all those under or controlled on January 1, 1930. 
The patents excepted from the agreement are in clause 2 (mainly design patents 

.and patents for inventions solely applicable to commercial vehicles). 
About 1,500 patents were reported in 1930, of which perhaps 300 have expired. 
The license, however, gives immunity in respect to these expired patents from 

any actions of law for infringement during their life. * * 

Packard Motor Car Co. and cross-licensing agreement.—Under date 
of February 18, 1935, Alvan Macauley, president of the Packard 
Motor Car Co., wrote Alfred Reeves, vice president of the AutomobUe 
Manufacturers Association, Inc., in part as follows: 

* * * We have never brought suit again,st any member of the chamber 
and have no expectation of ever having to do so. But we have not signed a 
cross-licensing agreement in the past and think it not wise for us to do so. 

Our greatest activity was prior to 5 years ago. The activity of the big com
panies has been within the last 5 years. These patents within the last 5 years 
are all excluded. But, on the other hand, the greatest number of our patents, 
in importance at least, would be included. 

General Motors and the cross-licensing agreement.-—The fUes of the 
AutomobUe Manufactm-ers Association, Inc., contain a memorandum 
dated October 4, 1934, entitled "Pomts for Talk with Mr. John 
Thomas Smith "—General Motors Situation." In part, this memo
randum reads as follows: 

At every renewal period. General Motors has had new features which it has 
hesitated to put into the X. L, A.̂ '-' This j'ear there are five or six as mentioned 
below. At one earher period they had the air-cooled engine for the Chevrolet 
which cost the corporation millions, though i t did not prevent renewal. 

The patent section feel that the General Motors is doing moie pioneer develop
ment work than any other company and leading the way for others to follow. 

If the General Motors should wish to work out of the X, L. A. i t could renew for 
the 1930 patents and keep on doing so until all these patents expire. This would 
give it a free hand on all patents acquired since January 1, 1930, and as to them, 
put i t in the same position as Packard has been. 

The above may explain why the thu-d extension of the cross-
hcensing agreement did not include any patents obtained subsequent to 
January 1, 1930. 

On November 19, 1934, Alfred Reeves, vice president of the associa
tion, wrote Alfred P. Sloane, Jr., president of General Motors Corpora
tion, in part, as follows: 

The question of renewing the cross-licensing agreement is up for consideration 
and all members of the patents committee, with the exception of Mr. McEvoy, 
have approved its continuance with either of the following: 

No. 1 plan including all patents up to 1935. 
No. 2 plan—all patents now in the pool which means patents up to January 1, 

1930—this latter because many companies are using tlie patents that are now 
included in the arrangement. * * * 

The following points may be of interest: 
A. In 1025 the ratio of patents in the pool was about 50-50, covering your 

cars—half owned by General Motors and half by other members. Presumably 
i t would be the same today. 

B. In the present pool for patents owned January 1, 1930, of the total 1,685 
patents. General Motors put in 518; WiUys-Overland, 305; Studebaker, 182; 
Chrysler, 165; White, 87; Reo, 60; and Hup 59. Presumably the ratio would be 
about the same for patents owned January 1, 1935. 

Claimed objectives of the cross-licensing agreement.—One of the objec
tives of the cross-licensing agreement was to enable manufacturers to 
devote their efforts to the production of better automobiles without 

" General counsel and vice president of General Motors Corporation. 
• The initials X. L. A. used in this section are an abbreviation for cross-licensing agreeicent. 
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having before them the constant fear of infringing on the patents of 
others which might result in expensive litiga.tion, and without thought 
of others infringing on then- patents, 

Mr, Reeves, in testifying before the Temporary National Economic 
Committee December 5, 1938, conceming the circumstances which 
led to the maldng of the original cross-licensing agreement, stated: 

WeU, I think it came partially from the situation in the Selden case, the manu
facturers were having great difficulty in getting out production, they didn't 
want to be bothered with patents, they didn't want to sue one another. Thej-" had 
had enough concern over the Selden case itself, and there seemed to be a need for 
keeping patents out of the situation and trj'ing to develop as good cars as they 
could produce at prices at which the public could buy because at that time most 
of the cars were very high-priced cars. 

Claimed benefits of the agreement.—An unsigned memorandum in the 
files of the Automobile Manufacturers Association dated October 9, 
1936, entitled "Cross Licensing Agreement," contains a reference to 
some of the advantages accruing to members by reason of the agree
ment. In part, tliis memorandum reads as foUows: 

No roya:lties are charged as the "benefits contributed by any one manufacturer 
in respect to his patents will always be less th.i,n the benefits received in the way of 
a license to use the much larger number of patents contributed by others. 

The agreement has made it possible for all manufacturers to profit by the 
experience and ingenuit}' of their fellow-manufacturers. The plan enabled the 
best possible cars to be manufactured by aU members of the industry without 
any hindrance from each other on account of patents privp^tely owned by any other 
member. 

The members were also set free from the trouble and expense of struggling with 
patent problems. Their whole energies coiUd be devoted to improving their 
product, its method of manufacture and improving methods of sale. 

The first agreement was for 10 years and covered patents already acquired and 
patents to be acquired during the period of the agreement. 

This agreement was renewed in 1925 for 5 years to cover patents owned at the 
beginning of the period. The feature of including patents to be acquired during 
the period was omitted. 

In 1930 the agreement was extended for another 5 years to cover the patents 
owned at the beginning of this second extension. 

On January 1, 1935, this second extension was extended for another 5 years to 
apply to the same patents. . 

On AprU 26, 1937, G. C. Arvedson of the patent department wrote 
to Prof. E. C. Lorentzen, Salt Lake City, Utah, in part as follows: 

* * * the agreement which has been running since 1914 has engendered a 
feeling of cooperation and friendliness between the m êmbers which has prevented 
a single patent lawsuit between them, even indirectly; such as, by a suit against a 
parts maker supplying a member. 

IncidentaUy, you may be interested to know that the operation of our agree
ment was referred to by the Supreme Court with approval in the antitrust litiga
tion, Siawdarc? OJ7 v. ?7m«ed Siaies, opinion in 283 U.S., page 163. * * * 

A memorandum in the files of the Automobile Manufacturers Asso
ciation, Inc., dated October 4, 1934, and entitled "Cross Licensing 
Agreemenl^Points for Talk With Mr, Thomas Smith" contains in
teresting data concerning the agreement. In part, this memorandum 
reads as foUows: 

The broad attitude of the industry in the past is best appreciated when it is. 
known tiiat many smaU companies have enjoyed free licenses under hundreds of 
patents, without owning a single patent to contribute. 

About 32 miUion motor vehicles, valued in excess of 29 biUions of dollars, have 
been made under the X. L. A. without a patent lawsuit among the members. 

Most companies hold patents for protection rather than for any thought of 
suing feUow members. 

The X. L. A. has been a harmonizer in the industry. 
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The X. L, A. eUminates jealousy and suspicion and bad feeling. 
The X. L. A. restricts the competition between members to the basis of a weU-

made product produced at low cost and sold in the most eflicient manner. 
The X. L. A. permits each member to design freely, taking all that the known 

art offers aud providing the public with the best and safest cars as the art advances. 

American Trade Association Executives award.—The National Auto
mobUe Chamber of Commerce, Inc., received the av/ard of achieve
ment by the .American Trade Association Executives for its cross-
hcensing of patents agreement. On AprU 30, 1930, Secretary of 
Commerce Robert P. Lament, chairman of the jury of award, in 
announcing the award of American Trade Association Executives for 
the most outstanding achievement of a trade association, stated as 
follows: 

The difficulties encountered in determining the association most deserving of 
recognition were complicated for this first year of award by the decision of the 
donor and the Committee of Award of the American Trade Association Execu
tives that any associational activity continued in force since 1920 should receive 
consideration. This, of course, widened the field of review immeasurably, and 
practically required the jury to select the achievement most representative in all 
trade-association history. 

* * + :}! * * * 

• Your jury reached a decision that was close to unanimous on the preliminary 
voting by mail and altogether unanimous in the succeeding conferences. 

.* * * And to give the award of achievement—the bronze medallion which 
the donor has had created by a famous artist—the award of the American Trade 
Association Executives for original and outstanding service to the public, to the 
National Automobile Chamber of Commerce for its national cross-licensing of 
patents agreement, which provides a pooling at present of about 1,700 patents. 
This results in great public benefit bj-- aUowing each manufacturer to use the 
latest improvements originated by any company. I t works a step in advance of 
most associational work and is of dominant importance because of the magnitude 
of the automobUe industry and the strength of the association representing it . 

The appUcation of the National AutomobUe Chamber of Commerce, 
Inc., for consideration of its cross-Ucensing patents agreement hy the 
jury pf award of the American Trade Association Executives contains 
a detailed analysis of the advantages of the agreement. Under the 
heading "How the Public Benefits" appears the following: 

I t is doubtful if any other cooperative activity of competitors in business has 
been so beneficial to the public as the cross-licensing of these 1,700 patents affect
ing automobiles. 

I t made certain that from a mechanical standpoint in cars, busses, and trucks, 
the public was assured of the best and safest forms of mechanism. 

I t enabled people to buy motor transportation at lower cost than if the makers 
were engaged in expensive litiga.tion with possibly burdensome royalties added to 
car prices. I t is estimated that outside royalties do not exceed $2 per car. 

I t assured each buyer that in the oar he selected was incorporated the most 
modern inventions with no danger of having to accept substitutes that might be 
ineflicient or unsafe. 

I t eliminated the possibility of citizens being threatened for using articles that 
infringed patents; a not unknown situation during the earlier days of the motor 
industry. 

I t permitted the incorporation of greater values in oars because the expanding 
production of the industry was in a large degree the result of this freedom to 
make the best in motor vehicles for an increasing number of citizens who entered 
the market as car prices went lower and lower. 

SECTION 5. T H E LEGISLATIVE DEPAETMBNT, AUTOMOBILE 
MANUFACTXIEERS ASSOCIATION, INC. 

About the year 1918, a committee designated as the legislative 
committee was created by the National AutomobUe Chamber of Com
merce, Inc. This committee was formed to meet and cope with prob-



Till r7i;"TiTV*''aaTmi 

64 FEDERAL TRADE COMMISSION 

lems of legislation which more and more were receiving the attention 
of Federal, State, and municipal law-making bodies. 

Motor-vehicle conference committee.—In the early part of 1920, the 
eft'ectiveness of the work of the legislative committee or department 
was increased by the uniting of its efforts with those of other national 
organizations identified with the automotive mdustry. Accordingly, 
a so-called motor vehicle conference committee was formed, composed 
of representatives of the following organizations: 

National AutomobUe Chamber of Commerce (now Automobile 
Manufactiu-ers Association, Inc.), National Automobile Dealers 
Association, Rubber Manufacturers Association, Motor and Equip
ment Association, and National Association of Motor Bus Operators. 

For a number of ĵ ears the functions of the motor-vehicle conference 
committee consisted mainly of the collection and dissemination of 
data regarding the introduction and progress of bills in State legisla
tures, the gathering of material having a bearing thereon, and the 
formulation of sound and equitable legislative policies and i)ractices. 
As a means of disseminatmg information to lawmakers and the 
public in the various States, there was created in each State, so far as 
practicable, a counterpart of the motor-vehicle conference committee. 

National Highway Users' Conference.—The motor-vehicle conference 
committee was terminated about the ĵ 'ear 1933, but prior to the termi
nation of its activities there was brought into being the so-called 
National Highway Users' Conference, the headquarters of which are 
located in Washington, D. C. This organization'was formed for the 
following purposes: 

1. The establishment of an equitaoble system of taxation, both with 
respect to the total cost levied and the distribution of the cost among 
the different groups involved. 

2. Dedication of highway taxes solely to highway purposes. 
3. Regulation to be such as to recognize, preserve, and promote the 

inlierent advantages of highway transportation for both public and 
private use, on its own factual basis, h-respective of competitive 
methods. 

4. Development of a continuing program of highway construction 
loolting to the futiu-e, from the standpoint of both maintenance and 
use, based on economic needs and consistent with the abUity to pay. 

'The officers and the advisory committee of the National Highway 
Users' Conference, as set forth in the conference publication of October 
1937, are as foUows: 

OFFICERS 

Chairman: Alfred P. Sloane, Jr., chairman of the board, General Motors 
Corporation. 

Vice chairman: Thomas P. Heni-y, president, American Automobile Association. 
Secretary-treasurer: L. J. Taber, master, the National Grange. 

ADVISORY COMMITTEE 

Axtell J. Byles, president, American Petroleum Institute. 
WUlard T. Chevalier, vice president, McGraw-Hill Publishing Co. 
E. H. Everson, president, National Farmers' Union. 
Arthur M, Hill, president, National Association of Motor Bus Operators, 
R. J, O'Hare, chairman, transportation committee, International Association 

of Milk Dealers. 
Emory Rice, American Bakers' Association. 
Herbert P, Sheets, president. National Retailers Council. 

. A. L, Viles, president. Rubber Manufacturers Association, Inc. 
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WiUiam B. Warner, president. The National Publishers Association, Ine, 
(And the three officers named above.) 

Legislative departm.ent.—About the year 1935, the AutomobUe 
Manufacturers Association, Inc., revived the activities of the legis
lative department, and on or about Januarj'' 1936, steps in this dhec-
tion were taken, A report from this department concerning the 
activities of the legislative committee since the department was 
reorganized, reads as follows: 

1. Predetermination by study and analysis of existing laws and bills introduced 
in recent sessions of State legislatures of a classified list of the subjects which 
directly or indirectly affect the component parts of the industry. 

2. Gathering of facts relative to bill introductions, court decisions, committee 
reports, and rules and regulations of administrative bodies. 

3. Drawing of conclusions and rccoimnendations designed to supply members 
of the organization with a sound basis for adopting an attitude pro or con with 
reference to such matters. 

4. Development in the various States of component elements of tlie various 
branches of the industry located therein for the purpose of presenting the facts 
and arguments relative to these subjects to the lawmakers of the public. 

5. Acting for the purpose of coordinating, on both a State and National scale, 
the activities of National and State organizations identified with other members 
of the industry. 

Activities.—The association publication, entitled "At Your Service," 
refers to the activities of the legislative committee or department, in 
part, as foUows: 

In cooperation with a number of other national organizations concerned with 
highway transportation, the association's legislative dep,artrnent— 

Studies existing State motor-vehicle laws. 
Analj'zes motor-vehicle bills introduced in State legislatures. 
Watches the progress of these biUs in the legislatures. 
CoUects data having a bearing on such laws and bills. 
Determines their consequence or probable consequence. 
Aids in formulating policies pro or con with reference thereto. 
In cases where actual or proposed State laws are of specific concern to motor-

vehicle manufacturers, * * the department acts directly and cooperates 
in the various States with the dealers' associations of those States. 

A more comprehensive description of the activities of this depart
ment has been obtained from an examination of correspondence, biU-
letins, minutes of the committee, etc., and foUo-wuig are references to 
some of these data. 

Harry Meixell, manager of the legislative department, in a report 
relative to the activities of the department during the year May 1, 
1937, to June 30, 1938, stated in part as foUows: 

The activities of the Automobile Manufacturers Association as thej' have to do 
with Federal legislative matters are handled through our Washington office by 
Mr. Pyke Johnson. 

Those who concern themselves with State legislation are cared for by our 
legislative department at New York headquarters, acting under guidance and in
structions from the legislative committee (C. J. Jolly, General Motors, chairman; 
W. H. Brearley, Autocar; D. C. Fenner, Mack; 11, P. Fohey, Chryisler; Milton 
Tibbetts, Packard). 

Bulletin L. C. L. No. 4, dated July 29, 1936, contains a reference 
to a recommendation by the legislative contact ofiicers that the legis
lative committee of the association should midertstke the following 
activities: 

(a) The predetermination of the subjects dealing with highway transportation 
and the motor vehicle which State lawmakers are likely to introduce in their 
legislatures for consideration and action. 
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(6) The development of ways and means whereby legislative contact officers 
may be kept completely, accurately, and promptly informed regarding the intro
duction and progress of bills involving a selected list of such subjects'.-

(c) The formation and adoption by Automobile Manufacturers Association of 
sound and equitable policies and practices which in their judgment should under
lie State legislation on such a selected list of subjects. 

{d) The obtaining in each State of individuals and organizations who under
stand and approve of the policies and practices of the Automobile Manufacturers 
Association on such subjects and wiU undertake to bring such policies and prac
tices aggressively to the attention of the lawmakers and general public of their 
States. 

An unsigned memorandum from the fUes of the legislative depart
ment, entitled "Memorandum for Mr. Carlos Jolly, chairman, legis
lative committee," dated July 15, 1936, reads, in part, as foUows: 

The 1935-36 cycle of State legislative sessions has seen the introduction of 
more than 10,000 bUls, directly or indirectly affecting highway transportation in 
general, and the motor vehicle particularly. Hundreds of these have eventuated 
as laws. 

The 1937-38 cycle will doubtless see a repetition of this great volume of intro
ductions. The number of new enactments, and far more important, the character 
of these enactments, will depend largely upon the manner in which those who 
produce, distribute, exchange, and service motor vehicles, tires, parts, accessories, 
and supplies, and lliose who finance, insure, and use motor vehicles, handle the 
numerous and great problems presented. 

This, in turn, wUl be dependent upon the intelligent, prompt, and aggressive 
leadership which the national and State organizations representing the highway 
transportation and motor-vehicle elements noted, supply in time for effective 
results. * * * 

A letter from the secretary of the legislative department to Mr. 
Carlos J. Jolly, legal department, General Motors Corporation, dated 
December 22, 1936, reads, in part, as follows: 

As you know, one of the fundamental policies of the Automobile Manufacturers 
Association is unqualified refusal to make money contributions to individuals or 
organizations for the purpose of bringing about or aiding in bringing about the 
defeat or enactment of any laws. 

So far as the projected "6-percent trust interest bUl" in the 1937 regular session 
of the North Dakota Legislature is concerned, it would seem that this is a matter 
of direct and serious concern to General Motors Acceptance Corporation, Com
mercial Investment Trust, Commercial Credit Corporation, and all of the other 
finance companies, who purchase motor-vehicle and other installment-sales con
tracts made in North Dakota. 

Legislative Committee Bulletin No. 16, dated January 6, 1937, 
contains the foUowing: 

As occasion requires legislative contact, officers will be requested to ask their 
company's factory branches or other direct representatives in a State to bring to 
the attention of motor-vehicle industrj' and users' organizations of that State the 
viewpoint of Automobile Manufacturers Association—with sustaining data and 
arguments—relative to such serious matters as increased taxation, diversion, comr 
pulsory liability insurance, etc. I t is therefore respectfuUy urged that you im
mediately select in each State where the lawmakers are scheduled to meet this 
year some properly qualified person identified with your company and resident in 
such State whom you can call upon for this purpose. 

Alfred Reeves, vice president and general manager of the associa
tion, wrote the executive secretary of the North Carolina Automobile 
Dealers Association, Raleigh, N . C, on February 2, 1937, in part, as 
follows: 

In cases of State laws or proposals for State laws, whosp provisions specificaUy 
aim to regulate, restrict, or tax motor-vehicle manufacturers, we beheve that we 
are obligated and have the privilege to protect the manufacturers' interests by 
presenting our views directly to the lawmakers and the public of the various 
States. 
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The situation, however, is entirely different regarding State laws or proposals for 
State laws which directly affect the motor-vehicle user or others, but indirectly 
concern motor-vehicle manufacturers. 

In such cases the members of our association, drawn as they are from many 
difi'erent States and united in an organization having headquarters in New York, 
must refrain from advancing opinions or conducting activities in any particular 
State without specific invitation from lawmakers or others within that State. 

While our policies and practices in the matter of State legislation indirectly 
affecting the interests of manufacturers wUl not permit our extending financial aid 
to organizations such as yours, nevertheless, at their request, qualified representa
tives from the staff of Automobile Manufacturers Association wiU go into such 
State to place at the disposal of interested parties whatever facts and conclusions 
we may have on important State legislative problems, and to deliberate and advise 
with them as to the most constructive means of solving such problems—as based 
upon our long and Nation-wide knowledge of and experience with such matters. 

At a meeting of the sales managers committee of the Automobile 
Manufacturers Association, Inc., April 6,1937, reference was made to a 
recommendation by the legislative committee that a reportmg service 
be purchased by the Automobile Manufacturers Association, Inc., 
from the State dealer associations, to keep the manufacturers asso
ciation informed of proposed legislation affecting the industry. 

The files of the legislative department of the Automobile Manu
facturers Association, Inc., contain buUetins to legislative contact 
ofiicers of member manufacturers concerning penduig State legisla
tion relative to dealer contracts and other matters of moment to the 
manufacturers. Excerpts from some of these bulletins are as follows: 

Legislative Bulletin No. 22, February 24, 1937, refers to Kansas 
House bill No. 318, which proposed State superAdsion and control over 
contracts between manufacturers and distributors. This buUetin 
contains the following recommendation: 

I t is suggested that you communicate with your direct contacts in Kansas with a 
view to ascertaining the interests that are sponsoring this bill, the demand there is 
for its enactment on the part of the public and their lawmakers, and the chances of 
its passage and approval. 

Legislative BuUetin No. 30 of March 9, 1937, is with further refer
ence to this measure and contains the following instruction: 

I t is imperative that you get into immediate contact with your Kansas dis
tributors and others to whom you can point out the legal and economic defects 
which seem to be inherent in this proposal. 

Harry Meixel, manager of the legislative department, in a merno-
randum to the legislative committee dated March 17, 1937, concerning 
Kansas House biU No. 318, referred to above, stated, in part, as 
follows: 

* * * I am inclined to think that house bill No. 318 * * * wiU be 
found dead at adjournment * * *_ 

The swift, aggressive, and effective moves which the distributors, zone man
ager, and branch managers of the members, of the Automobile Manufacturers 
Association and of the Ford Motor Car Co. in charge of the business activities of 
their companies in Kansas have made with their dealers throughout the State 
generally, have been well nigh 100 percent thorough and correct. 

•Without question, if all of the component elements of the motor-vehicle indus
try—that is, manufacturers of vehicles, tires, parts and accessories; distributors; 
dealers, finance companies, etc,—will predetermine between State legislative 
sessions the problems which they must cope with in State legislation; find the cor
rect answer for these problems with supporting facts and arguments; coach their 
distributors, zone managers, and branch managers thereon, and through them win 
the support of State and local dealer associations, powerful media can be built 
up in any State for protecting the motor-vehicle industry in all its branches and 
ramifications from unfair and detrimental law and for securing those which are 
helpful and constructive. 
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Legislative Bulletin No. 24, dated February 25, 1937, pertained to 
Arkansas vSenate bill No. 135, proposing State control and s.iipervision 
over manufacturer-dealer contracts. The second paragraph of tliis 
bulletin reads as follows: 

I t is imj)6rative that you get into immediate contact with your Arkansas dis
tributors and others to whom you can point out the legal and economic defects 
which seem to be inherent in this bill. 

Legislative Bulletin No. 43, dated AprU 12, 1937, pertains to Texas 
House bill No. 770, prohibiting manufacturer-dealer contracts which 
permit cancelation on the part of the manufacturer without giving 2 
years' written notice. This bulletin contained a suggestion to legisla
tive contact officers, as follows: 

Maj ' we again suggest, as in Legislative Bulletin L-40, of April 5, 1937, that you 
urge your branch, zone, and division managers, as well as j-our distributors in 
Texas, to ask their dealers to point out to their legislators the serious economic and 
legal defect.s which seem inherent in this measure. 

An interesting example of the legislative department activities was 
its action with reference to Maryland House bill No, 487 which was 
introduced March 16, 1937. This bill proposed that a new section be 
added to article 56 of the Annotated Code of Marjdand, title " L i 
censes," subtitle "Motor vehicles," to further regulate the registration 
of manufacturers of and distributors and dealers in new motor vehicles. 
The third paragraph of section 1 of this measure reads as follows: 

If any such contract so filed as aforesaid (1) permits the cancelation thereof by 
one of the parties thereto without the consent of the other party thereto, or (2) per
mits one of the parties thereto to appoint additional distributors or dealers who 
would be engaged in competition with the other party to such contract, without 
the consent of such other party, such Commissioner shall refuse to register all 
such parties under such contract. 

On March 25, 1937, Bulletin No. L-37, which reads as follows, was 
sent to legislative contact officers: 

1. State supervision and control of manufacturer-dealer contracts is proposed 
by Maryland House bill No. 487, introduced on March 16, 1937, by Assemblyman 
Marbury. 

2. A similar biU has been introduced in Wisconsin, namely. Senate bill No, 206. 
3. In connection with the Maryland bill i t should be noted that this measure 

differs from other proposals of its type in that no contract could be filed which 
"(1) permits, the cancelation thereof by one of the parties thereto without the 
consent of the other party thereto, or (2) permits one of the parties thereto to 
appoint additional distributors or dealers who would be eng.aged in competition 
with the other party to such contract, without the consent of such other 
party * * *." 

4. A copy of this bill, which is pending in the judiciary committee as of the 
above date, is attached herewith. Upon receipt of the text of the Wisconsin bill 
a buUetin will be issued thereon. 

5. With respect to both of these bills we strongly urge that you advise your 
branch, zone, and division managers, as well as your distributors in these States, 
to ask their dealers therein to point out to their legislators the .serious social, 
economic, and legal defects which seem inherent in these bills, and where possible 
and desirable, to contact the lawmakers themselves. 

On AprU 14, 1937, Bulletin No. L-45 was issued. This buUetin 
reads as follows: 

To Legislative Contact Officers: 
1. With passage of Maryland House bill 487 by both branches of the Maryland 

Legislature at adjournment, Tuesday, April 6, 1937, a telegram was sent by 
Chairman .lolly " to Governor Nice of that State expressing the opinion that the 

" 0, J. Jolly, of General Motors Corporation. 



REPORT ON MOTOR VEHICLE INDUSTRY 69 

bill was defective in law and economics and that its approval might have detri
mental implications and consequences to motor-vehicle dealers and manufac
turers. He suggested that if Governor Nice, after carefully examining the bill, 
concurred in these views he might deem i t advisable to veto the measure. (Please 
see Legislative Bulletins L-37, March 25, 1937; L-40, April 5, 1937; and L-42, 
April 9, 1937.) 

2, In response to this telegram Governor Nice promptly and courteously 
granted the secretary of your legislative committee a hearing in the Governor's 
offices in Annapolis, Md., Monday, April 12, 1937, during which aU of the bill's 
provisions and the possible results of its enactment as law were carefully and 
thoroughly examined. 

3. At the conclusion of the conference. Governor Nice stated that he would be 
inclined to base his decision as to the veto or approval of the bill on the outcome 
of a referendum on the subject to be held by all of the dealers of Maryland, under 
the auspices of and at the headquarters of the Automobile Trade Association of 
Maryland on Thursday, April 15, 1937. 

4. Attached hereto you wiU find the notice of this meeting and referendum 
which Was m.<iiled Monday, April 12, 1937, to every one of the 500 or more 
motor-vehicle dealers in the State of Maryland. 

5, We will advise you promptly regarding the outcome of this meeting and the 
Governor's action in the matter. 

AUTOMOBILE M.4.NTJFACTURBRS ASSOCIATION, 
HARRY MEIXELL, 

Secretary, Legislative Committee. 

This measure, which was passed by both Houses of the Maryland 
Legislature, was vetoed by the Governor, The second paragraph 
on pa.ge 1379 of the Regular and Special Sessions Laws of Maryland 
for 1937, which is preceded by the caption: 

Vetoes: BiUs pas.sed by the legislature of 1937 and vetoed by Governor Nice 
and his reasons in each case for the same. 

reads as follows: 
Chapter 429, House bill 487, makes further regulations relative to the. registra

tion of manufacturers of and distributors and dealers in new motor vehicles. 
The attorney general has advised me that this bill is unconstitutional and I have, 
therefore, vetoed it. 

On June 8, 1938, Harry Meixell, manager of the legislative commit
tee, wrote a letter or memorandum to Mr. Reeves, vice president and 
general manager of the AutomobUe Manufacturers Association, Inc., 
in which reference was made to the Miller-Tydings Act. In this 
letter or memorandum Mr. Meisell states, in part, as follows: 

l u 43 States, all except Alabama, Delaware, Missouri, Texas, and Vermont, 
it is not illegal for a manufacturer of a commodity to stipulate in his contracts 
with dealers therein tire minimum price at which such commodity shall be sold 
at retail. 

In view of the contention of many motor vehicle dealers that the general welfare 
of the motor-vehicle industry and trade would be greatly benefited if manufacturers 
were to iirescribe minimum resale prices for tlieu- products in their contracts 
with dealers, it is essential and timely that the possible application of the prin
ciples and practices involved be carefully examined in their relationship to tlie 
problems presented by the majority of retail sales of new cars—namely, those 
which involve part paj'ment by something else besides cash—that is a used car. 

Mr. Meixell then discussed the possibilitj'- of maiiitiiuiing the retail 
sale price if part of the price consists of a used motor vehicle and he 
stated tha;t i t is hardly possible that Federal and State laws will be 
passed setting up and enforcing schedules of values for used motor 
vehicles used as part payment for new automobiles. 

One of the functions of the legislative department is to inform 
legislative contact officers concerning laws which have a direct bearing 
on the construction of motor vehicles. For instance, Legislative 
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BuUetin No. 69 of August 4, 1937, pertains to a law passed in Cali
fornia, effective January 1, 1939, which prohibits the ssile in that 
State of automobiles equipped with radiator caps or ornaments which 
extend or protrude to the front of the face of the radiator grUl of the 
motor vehicle. Legislative Bulletin 89, dated January 8, 1938, refers 
to the equipping of new cars, for sale in the District of Columbia, 
with windsliield wipers capable of wiping the left and right sides of 
•windshields. 

On November 23, 1937, Harry Meixell, manager of the legislative 
department, wrote R. P. Pohey, secretary, Chrysler Corporation, in 
part as foUows: 

* * * I am coming more and more to the conclusion that if the motor-
vehicle industry and the various phases thereof actively engaged in business enter
prises in the.'se various States are to have regulatory legislation, it should be 
legislation of their own making. 

Wherever I have gone in recent weeks, I have found increasing widespread 
and insistent demands for licensing laws patterned after the Wisconsin measure, 
and tliose making these demands are confident that they have the necessary 
legislative power in their State capitols to obtain the enactment of such measures. 

Consequently, might i t not be wise for us to anticipate and prevent "half-
baked" legislation along these lines in many of the States by setting up suggestions 
for the principles and practices that should underlie any State enactments along 
lines noted as weU as suggested text for the laws' provisions designed to give 
expression to such principles and practices. 

If you feel that there is any merit in this thought I believe the subject should 
be reviewed at the next meeting of the legislative contact officers which should 
be held in Detroit some time the early part of next month.' 

IUustrative of the research work conducted by the legislative 
department is an analysis of dealer Ucensing laws of Wisconsin, Ohio, 
Nebraska, and Iowa, which were in force November 15, 1938. In 
this analysis the salient features of the laws of these four States are 
described in a tabiUar presentation from which a comparison may 
be made of the various dealer Ucensing laws of these Sta,tes, 

Motor vehicle industry conference.—On June 3, 1938, Alfred Reeves, 
vice president and general manager of the AutomobUe Manufacturers 
Association, Inc., prepared a letter to national associations whose 
members are interested in the automobile manufacturing industry, 
in which it was suggested that a conference of these industry associ
ations on common legislative problems be held in September 1938. 
In this letter, reference was made to: 

A chart visualizing 50 or more national associations, whose members are enga.ged 
wholly or partiaUy and directly or indirectly in every phase of the motor vehicle 
industry * * *, 

This chart, winch was prepared by the legislative department of 
the associalion to serve as a starting point for bringing about coordi
nation in dealing with legislative problems of common interest and 
concern, Usts manufacturers or producers of raw and processed 
materials, parts, and accessories, complete vehicles, operating supplies 
and highwaj'' materia.ls, as well as transporters, dealers, financers, 
insurers, and servicers. The commodities handled by the members 
of these associations consist of iron, steel, glass, rubber, gasoline, oil, 
cement, etc. 

Excerpts from the letter referred to above are as follows: 
September is selected because i t wiU give those attending the conference ample 

opportunity, if they so determine, to act in advance of 1939 when, during the 
first half of the year, the legislatures of 44 States will go into regular session and 
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consider and pass upon many biUs of general or specific concern and of direct or 
indirect consequence to .each and every branch of the motor-vehicle industry. 

Without question they wiU introduce many bills and enact laws on such general 
topics as antitrust; antidiscrimination (Little Robinson-Patman Acts); resale 
price maintenance; prohibition on sales below cost; general or .specific licensing 
of business, and similar matters, while at the same time considering and acting 
upon such proposals of importance to some or aU of the branches of the industry 
as increased taxes; compulsorj' liability insurance; periodic inspections; mandatory 
equipment; etc. 

How do you feel about the holding of such a conference? Will you attend if 
i t is called, bringing with j^ou the chairman of your legislative committee and 
those in charge of legislative activities of your association? 

The initial meeting of the motor velucle industries conference was 
held September 27, 1938, and an organization committee was desig
nated. On October 7, 1938, the organization committee held a meet
ing and adopted the following recommendations: 

Pursuant to the resolution adopted at the initial meeting of the motor-vehicle-
industries conference, held in New York, N . Y., September 27, 1938, the special 
committee created to recommend the administrative mechanism necessary to 
realize the objectives of the conference held a meeting in New York, N . Y,, 
October 7, 1938. 

Four of the five members of the committee were present and unanimously 
arrived at the following decisions: 

1. That, a basic committee be created from duly accredited representatives 
appointed by the foUowing national trade associations directly and immediately 
concerned in the production, financing, and sale of motor veliicles, tires, parts, 
and accessories: 

American Finance Conference. 
Automobile Manufacturers Association. 
Automotive Parts & Equipment Manufacturers, Inc. 
Motor & Equipment Manufacturers Association. 
Motor & Equipment Wholesalers Association. 
National Association of Sales Finance Companies, 
National Automobile Dealers Association, 
National Standard Parts Association. 
Rubber Manufacturers Association. 
2. That, for the purpose of gathering facts and evaluating State laws or bills 

directly affecting the particular interests of branches of the motor-vehicle industry 
other than those noted in decision No, 1, the basic committee therein established 
request the trade association or associations representing the members of that 
branch of the industry to appoint an individual or a committee to consult with 
the basic committee. 

3, For the purpose of gathering facts and evaluating broad, general State laws, 
or biUs applicable to aU industries, trades, and businesses generaUy, and involving, 
such subjects as antitrust, resale-price maintenance, labor relations, seUing below 
cost, etc., the basic committee shall caU into conference from time to time the 
representatives of aU national trade associations identified with the motor-
vehicle industry. 

4, That, i t was the opinion of the committee that the headquarters of the 
motor-vehicle industries conference should be in the offices of Automobile Manu
facturers Association and its activities be under the direction of a chairman, vice 
chairman, and other officers to be chosen by and from the duly accredited delegates 
comprising the basic committee. 

The executive officers of the organization noted in decision No, 1 have been 
requested to appouit delegates and alternates to serve as the basic committee of 
the motor-vehicle industries conference. 

SECTION 6. PUBLIC RELATIONS COMMITTEE 

The public relations committee is one of the more recently formed 
committees of the AutomobUe Manufacturers Association, Inc, as i t 
was created dm-ing the early part of the year 1938. BuUetin No. 1 
of this committee, which bulletin was issued April 21, 1938, refers to 
an expanded program of public-relations activity undertaken by the 
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AutomobUe Manufacturers Association, Inc., and to general sugges
tions adopted by the committcie for the guidance of the program. 
These general suggestions, which include outlines of policy, allocation 
of functions as between the association and member companies, and 
specific objectives, are set forth in Public Relations Bulletin No. 1, 
and memoranda accompanjdng this bulletin and in part read as 
follows: 

* * * making known to aU elements of the population the extent of their 
group cr individual stakes in the operations of the industry; and * * * the 
facts concerning its operations. 

The industry undertakes to report on what is being done: 
In the design, production, and distribution of better and safer vehicles at the 

lowest economic prices. 
On rendering adequate living conditions to factory labor in its own and related 

plants. 
On .affording a reasonable opportunity for profitable and secure operation of 

capital and men involved in supply, distribution, and servicing cf its products. 
On keeping open a market for the supply of used vehicles, in economical and 

safe operating condition, to the millions who require individual transportation at 
minimum cost. 

On the needs of motor transportation for opportunity, and for freedom from 
artificial restriction and imposts, or obstacles in the way of rendering the maximum 
of service. 

* * * the industry pledges its support to its customeris—the general public 
and the comijonent user groups—in tlieir search for maximum utilization of motor 
service. 

Among specific objectives for the unmediate future, the foUowhig 
appeared under the caption "Dealer questions": 

(a) To develop an understanding that panaceas do not replace sound mer" 
chandising as a means to dealer profits, 

(b) To establish the fact that destruction of used cars in junkable condition is 
a matter of safety law, but that junking to create economic scarcity is a device of 
limited value. 

(c) To fix the concept—in the industry as weU as out—that the used car is a 
major commodity in trade, and a fundamental asset to the creation of automotive 
and general prosperity. 

Also among objectives for the immediate future, the following ap
peared, in part, under the heading "Consumer or general-public 
questions": 

(o) To develop the fact that in the automotive market the user comes first; 
that the industry systematicaUy works to attract him not only by improving 
usability of the product but by such means as: 

(A) Development of the cheapest available financing credit; 
(B) Payment for improvements in product out of economies rather than higher 

prices; 
(C) Elimination of opportunities for waste and cost-packing in distribution; 
(D) Broaden use of patents; 
(E) Constant improvement of design in interest of safety and comfort. 
(6) To emphasize constantly the importance of the industry to the economic 

fabric of the Nation; in employment, in service, in return to the investor—not 
only directly but through the entire related business fabric. 

In the minutes of the second public relations committee meeting 
held Maj'' 10, 1938, at New York City, reference is made to the 
investigation of the automobUe industry by the Federal Trade Com
mission, This reference reads as foUows: 

The suggestion was made that the committee should recommend a meeting of 
the board of directors as soon as possible with a view to considering the position 
of the association in reference to the forthcoming investigation of the automobile 
industry by the Federal Trade Commission, with particular reference to the 
question of employing suitable counsel and organizing association preparation of' 
material to be presented to the Commission, No final action was taken. 
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One of the functions of the committee is the preparation of a 
pubUcation entitled "AutomobUe Facts" and it was planned that this 
publication be issued on a monthly basis. The estimated initial 
circulation was 15,000 and extra copies were to be sold to members 
at cost. Material in this publication is to be Umited to factual 
data, subject to human-interest treatment, and opinion and argument 
are to be excluded and controversy avoided. With the exception of 
pictures of technical data from •witlain plants, reports by authoritative 
agencies of Government or other outside sources are to be given 
preference. Articles by members of the staff of the Automobile 
Manufacturers Association, Inc., are to round out these data and 
articles signed by technical men of the industry would be desirable 
contributions as long as they do not travel into opinions or result in 
the prejudicial treatment of controversial matter. The first issue of 
Automotive Facts was in June 1938, 

The magnitude of the actiAdties of tlus committee is indicated by 
a memora.ndum dated April 26, 1938, which pertains to maiUng lists 
for public-relations material. This memorandum refers to mailing 
lists by groups and indicates the number on each Ust. Following is 
a tabulation of the groups and the number for each group: 
Press . 3, 768 
Automobile manufacturers 621 
Automotive retailers 48, 165 
Organizations 3, 107 
Governmental 1, 032 
Banks and financial institutions 28, 624 
Leaders of public opinion 444 
MisceUaneous 238 

Total 85,999 

The automotive retailers group includes 46,000 automobile dealers, 
winch is the greatest single item, and 1,983 automobile finance 
companies. The banks and financial institutions group includes 
12,205 stock and bond investment houses. 

The memorandum indicates where lists which are not already in 
the department may be obtained. The dealer list, for example, was 
referred to as obtainable from Chilton Co,, Philadelphia, 

SECTION 7. EXPORT DEPARTMENT 

Activities.—As set forth in the Automobile Manufacturers Asso
ciation, Inc., publication entitled "At Your Service," it is the responsi
bility of the export committee or department to develop and expand 
the markets for motor vehicles in all countries outside the United 
States. 

To this end the export department sends representati-ves to foreign 
countries on lecture tours and to confer wdth government officials, 
automobile dealers and others on methods for increasing the use of 
the highways. The department endeavors to promote the increased 
purchase of motor vehicles in foreign countries; serves as a liaison 
agency between the industry and governmental departments con
cerned with various phases of foreign trade; cooperates with other 
national organizations in the export field on matters of common 
interest; assists foreign visitors to the Umted States in obtaining 
information concerning the industry, highway construction, traffic 

171233—S9 7 
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control, and other related subjects; works for the development of 
more efficient and economical transportation for the handling 
of export shipments; aids in developing methods for the collection of 
statistical data regarding overseas markets for motor vehicles; and 
organizes world motor transport congresses which provide for con
sideration of subjects that have interest to delegates connected with 
the many ramifications of automobile transportation in all parts of 
the world m order to make sound experience in these matters available. 

Tins department maintains close contact with various governmental 
departments, partic-dlarly with the Department of State and the 
Bureau of Foreign and Domestic Coinmerce of the Department of 
Commerce, and it is claimed that the Automobile Manufacturers 
Association, Inc., has a considerable influence in the formation of 
ex[Dort poUcies due to the magnitude of the industry. 

One of the more important functions or interests of the export 
department is the obtaining of reductions m foreign duties on auto
mobile parts and accessories. With tins end in view, the department 
has been verj^ active in its efforts to aid in the consummation of 
reciprocal-trade agreements, which activities are discussed later on in 
this section. 

As stated above, representatives of the export department -sdsit 
foreign countries and confer with officials, dealers, and others, and 
following are excerpts from an association letter of September 8, 1937, 
to export managers of member manufacturers concerning a report 
received from George F. Bauer, manager of the export department, 
who had reported from Helsingfors, Finland: 

Here there are no exchange restrictions, quotas, clearing agreements, or exces
sive duties. 

The distributors represented in the Finnish AutomobUe Dealers Association, 
which arranged a conference-luncheon oil m3' behalf, are extremely contented. 
In fact, the automotive trade stands generaUy in very high regard. 

On September 10, 1937, the export department sent a letter to 
export managers, which in part reads as follows: 

Tlie following observations of Mr. George F. Bauer on automotive trade in 
Norway will be of interest to you: 

After visits to Finland and Sweden—the two freer trade countries—I am again 
in a country like Norway that likes freer trade but is subjected to outside pressures. 

The automotive trade is consequently under a quota system. 
The association "—like ours—has opposed the quota sj'stem in its entirety. 

As long as it continues, the Americans will require a better ratio than they have 
been given up to now. 

In values of the total, we fare well because our cars are of a better type; in 
number of imports, the smaller European cars have been improving; used-car 
imports seem also to thrive, Tliese conditions .are mostly traceable to the quota 
system which tends toward unbalance in price and availability of better type of 
automobiles. 

One of the objectives of the export department is to assist manu
facturers in the matter of producing cars which will com.ply with the 
laws of different comitries. For instance, on June 9, 1938, a report 
was sent to export managers of member manufacturers ^̂ dth reference 
to a road traffic enactment in Singapore, which required that— 
Every motorcar shall be equipped with an efficient braking system or efficient 
braking systems in either case having two means of operation so designed and 
constructed that notwithstanding the failure of any part * * * there shall 
StiU he, jivailable for application by the driver to not less than half the number of 

I* NoreL'i..n Autoinobile Dealers Association. 
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the wheels of the vehicle brakes sufficient under the most adverse conditions to 
bring the vehicle to rest within a reasonable distance. 

With reference to the activities of representatives of the export 
department, thê  minutes of the export managers' meeting of June 15, 
1938, read in part as foUov/s: 
* * * the members present expressed the hope that, as in the past, there 
would continue to be proper representation at Washington of the industry's 
position on exports, with the recommendation that Mr. George F, Bauer, begin
ning September 1, plan to devote additional time to this phase of the association's 
export work, working with Mr. Pyke Johnson and the Washington office. 

At tins meeting: 
I t was suggested. that the activities of field men in the different territories 

abroad, and later distributors handling American motor vehicles be coordinated 
with the export cpm.mitteejn such a way that policies once agreed upon here may 
be stressed by American representatives in the areas' in which they are situated. 

Also at this meeting it was agreed that the pohcy of the industry 
vvT.th reference to automotive aspects of the trade-agreements program 
b£ as follows: 

The automobile industry will urge the State Department to seek maximum 
duty concessions on complete motor vehicles in every trade agreement negotiated. 

The industry wiU also urge the State Department to insure in their negotiations 
that any percentage duty preference on C K D vehicles is not increased. 

Tins department also is interested in ocean-freight rates and at the 
committee meeting of June 15, 1938, referred to above, the members 
expressed great interest in resumption of work which wiU make for 
lowering of freight rates. AU felt that the export-rate conmiittee had 
formerly done an excellent job in holding these freight charges at a 
proper level and that its work should be resumed. I t was agreed that 
steps should be taken through the export committee to decide on a 
basis which will be equitable and which will permit resumption of 
contacts with the steamship conferences witn regard to freight rates 
on behalf of the industry as a whole. 

Foreign quotas.—Most automobUe-iinportmg countries place a 
definite limit on the number of cars of foreign make which may be 
admitted annually. For instance, in 1938, under the Czechoslovalda 
quota, 1,000 cars of American manufacture were admissible. This 
quota was divided on the basis of previous years' shipments, and the 
manager of the export department of the Automobile Manufacturers 
Association, Inc., stated that the association takes no part in aUocating 
quotas among manufacturers m this country as to do so would be the 
ruination of the association. 

On AprU 15, 1938, George F. Bauer wrote the Willys Export Cor
poration, in part, as follows: 

According to the official statement received from the Department of State, the 
quota of automobiles that may be imported from the United States into Czecho
slovakia, and to which you refer in your letter of April 13, is listed at 1,600 units 
and not 1,600 metric tons. 

I t may interest you to know that our association as such has never consented to 
supervise the distribution of actual import permits but has preferred to leave this to 
each individual dealer and his contacts with the foreign governjuent. 

The export department sends information biUletins to the export 
managers of member manufacturers. For example, BuUetin No, 
E-460, issued July 26, 1937, referred to the mcrease in the Chilean 
automobUe quota, and stated that under this quota the permissible 
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shipments of passenger cars were divided among exporting countries 
as foUows: 
United States 1, 330 1 France 1 55 
Germany 166 | Others 65 

Reciprocal trade agreements.—The export depa.rtment is interested in 
obtaining reductions in foreign duties on automobiles, and with this in 
view has been very active in its efforts to aid in the consummation of 
reciprocal trade agreements. 

On October 3, 1935, the manager of the department wrote the export 
managers of member manufacturers in part as follows: 

The export committee believes it advisable to.secure from your dealers and dis
tributors located in countries with which trade agreements have not been con
summated, latest data on tariSs, duties, and other trade barriers hindering the sale 
of American motor vehicles abroad. 

I t is also proposed to use this information in familiarizing the State Department 
with any obstacles that may develop in countries with which no reciprocal agree
ments are in immediate prospect. 

On March 20, 1936, the manager of the export department sent a 
communication to certain committee members which in part reads as 
foUows: 

Attached is a suggested statement pertaining to the reciprocal trade program 
. and wliich might be used as basis for a plank for consideration by both the Repub
lican and Democratic Parties at their coming conventions. 

The statement referred to reads in part as follows: 
The policy of negotiating trade agreements with other nations in accordance 

with the Reciprocal Trade Act now in efTeot is contributing to economic improve
ment in the United States by bettering conditions in both our domestic and 
export trade. 

The statement then sets forth various benefits of the policy. 
The first paragraph of a release to morning papers of May 25, 1936, 

from the Automobile Manufacturers Association, Inc., entitled 
"Automobile Manufacturers Association Requests Republican Sup
port for Trade Agreements," reads as foUows: 

In order that the tarift' issue may take its place as a nonpartisan economic ques
tion, delegates to the Republican National Convention were requested today in a 
statement signed by Alvan Macauley, president of the Automobile Manufacturers 
Association, to write into the platform of that party a plank approving the prin
ciples of reciprocal trade agreements with foreign countries. The Democratic 
Party ah-eady is on record. 

Apparently the eft'orts of the export department in behalf of recip
rocal trade extend to the lawmakers themselves, as the files of the 
department contain a copy of a letter dated September 23, 1936, which 
reads: 

M Y DB.iB SEN.'VTOR: The attached booklet, entitled "Foreign Trade and 
Domestic Welfare," is sent to you with compliments of the export committee, 
Automobile Manufacturers Association. 

Step by step, the booklet graphically outlines the basic elements underlying the 
choice between a liberal interchange of goods between the United States with the 
rest of the world and economic isolaticn. 

I t tends to bring out some of the reasons for a policy such as the reciprocal trade 
program, which v/as felt by our organization to be effective in restoring our inter-
nation,al commerce. 

I t is sincerely hoped that this graphic presentation showing the advantages of 
overseas commerce from both domestic and.export angles may be helpful to. all who 
like yourself are definitely interested in seeing a sound solution provided for our 
problem of trade between our country and other nations. 

Sincerely yours, 
AUTOMOBILE MANUFACTURERS ASSOCI.^TION, 
GEORGE F. BAUER, Manager, Export Department. 
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Similar letters were sent to Members of the United States House of 
Representatives, as a copy of an apparent^ identical letter, dated 
September 24, 1936, was addressed to " M y Dear Representative." 

On January 27, 1937, BiUletin No. E-449 was sent to export man
agers. I n this bulletin, reference was made to a proposed agreement 
with Ecuador, Following are some of the recommendations of the 
committee: 

Present duties on jmssenger cars be reduced to a rate not exceeding 20 percent. 
AS Ecuador is not a manufacturing country, there appears to be little justifica

tion for the existing rate of 45 percent on passenger cars. 
Present duties on busses be reduced to a rate not exceeding 15 percent. 
For the same reason as advanced with regard to passenger-car duties, i t is felt 

that the duty rate of 35 percent on busses is too high. 
Elimination of import permit system. 
Reduction in the 6)^-perecnt ad valorem consular fee for invoice services. 
Elimination of control over distribution and sale of gasoline. 

Bulletin E-474, of April 7, 1938, to export managers, entitled 
"Directors Discuss Pending Negotiations With United Kingdom," 
reads in part as follows: 

Resolved, That the board of directors of the Automobile Manufacturers Asso
ciation request the Department of State in the pending negotiations with the 
United Kingdom and the British Colonial Empire, to urge that: 

1. Duties on cars, trucks, and parts to the countries included in these negotia
tions do not exceed 25 percent ad valorem, 

2. Duties on cars, trucks, and parts of Empire production to the same countries 
shall not be less than four-fiftlis of the duties applied on similar articles of American 
ori.gin. 

3. No discrimination through internal taxation be made against American 
products. 

National Comm.ittee for Reciprocal Trade.—The export department j 
of the Automobile M.anufacturers Association, Inc , through its man- | 
ager, George F. Bauer, works thi'ough and with outside organizations j 
interested in foreign trade. One of these organizations is the National ! 
Committee for Reciprocal Trade, j 

The national chairman and national secretary of the National Com- 1 
inittee for Reciprocal Trade, were, respectively, George F. Bauer and i 
Henry M - Halsted, Jr., as evidenced by a letter from the national | 
secretary, dated March 10, 1936, to the National Industrial Confer- ( 
ence Board, Inc., New York City, wliich contains certain information [ 
concerning this committee. • 1 

This letter reads, in psirt, as follows: j 
[1 

The committee has no constitution or bylaws. jj 
The National Committee for Reciprocal Trade consists of a large body of citi- il 

zens of the United States. * * * This membership is scattered throughout i; 
the entire country, and is entirely too voluminous to warrant the preparation of 
a membership list. 

The eliairman of the national committee is Mr. George F. Bauer, and the secre
tary is the v/riter, H, M. Halsted, ,Ir. The national office is located at 330 West 
Forty-Second Street, New York City. 

Because the members of the national committee are individual citizens rather 
than companies or organizations, the committee does not have any elalDorate form 
of organization; however, in varying degrees there are organizations in some of the. 
different States. As I have said, these State organizations differ somewh.at in 
their make-up and, as a result, i t is difficult to give an outline of their set-up 
without going into a great deal of consideration, 

A letter from H, M . Halsted, Jr,, national secretary, datesd February 
25, 1936, a copy of which was prepared for Mr. Bauer, is Ulustrative 
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of the Vv̂ ork of the National Committee for Reciprocal Trade. The 
first two paragraphs of this letter read as follows: 

Mr, Bauer has very kindly told me of your interest in the work of the National 
CoHunittec for Reciprocal Trade, You, of course, are fully aware that there is a 
great deal of opposition to the marvelous work that Secretary Hull is doing in 
connection with reciprocal trade arrangements with foreign countries. Fortu
nately, the opposition comes from a numerically small'group, but, iiiifortunately, 
this group is very powerful. 

The National Committee for Reciprocal Trade is doing everything within its 
power to counteract the activities of the opponents and, at the same time, familiar
ize the Members of Congress and the citizens of the United States with the real 
import of foreign two-way trade, and its actual value to each and every citizen 
of this country. 

On February 27, 1936, H, M . Halsted, Jr., wrote the business man
ager of the Charlotte Chamber of Commerce, in part, as follows: 

For the past several months we have been creating a Nation-wide organization, 
headed up b}̂  the national committee. In addition to the national committee, 
our ultimate goal is to have a State organization in every iState. The St.ate or
ganization is to consist of a State chairman. State secretary, and, wherever advis
able, a congressional district chairman in each congressional district in each State. 
Although several States have been organized on this basis, to date we have been 
unable to create a State organization in North Carolina. * * * j aj;,̂  taking 
the libertjr of writing you in the hope that you can suggest one or more people 
that might consider the State chairmanship. 

' The files of the export committee contain a report dated March 5, 
1936, entitled "Activities of the National Committee for Reciprocal 
Trade." Section 5 of this report is entitled "Fhiances," tind reads as 
follows: 

The national committee for reciprocal trade at the pre,sent time is financed 
in the following manner; 

The Automobile Manufacturers Assochation donate a part of Mr, George F, 
Bauer's time in order that he can servo as national chairman. They also are fur
nishing the stamps and addressed envelopes for the large mailings of literature 
which the national com_mittee makes. They have paid the printing bill for some 
of the pamphlets. Finally, the Automobile Manufacturers Association has ab-
sorljed manj-- small charges for such items as telephone calls, messengers, etc. 

The balance of the expenses of the national committee is borne by the General 
Motors Fxport Division. This contribution includes the salarj' of the national 
secretary, his office rent, his secretary, and the expenses of his office,. such as 
stationery, stamps, etc. 

The national committee, in handling its daily work and.in formulating future 
plans, naturally governs itself according to its resources. 

Econom-ic Policy Coimnittee.—A communication from W. W. Waj--
m.ack, chairman, Economic Policy Committee, of March 1, 1938, is to 
the effect that this committee was publicly a.nnounced about January 
1, 1938, and its charter position is that of an objective educational 
institution, seeliing through research and education to present the 
facts about the trade progTam of the Secretary of the United States 
State Department. In this communication reference is made to the 
financhig of the committee as follows: 

The economic policy committee is not being maintained by any "princes of 
privilege," We have received, so far, voluntary contributions totaling $6,600, in 
sums ranging from $2,500 to $100. We have additional valid promises of about 
$25,000, conditioned upon adequate support coming from other sources. A rea
sonable estimate of conservative total budget needs for effective operation over a 
period long enough to be important is $100,000, perhaps slightly more. 

The committee does not have—and, I assume, does not want—the support of 
any public funds, though it affirms its belief in a State Department program, that 
of trade agreements as a facilitator of prosperity and peace. 

The cause is a magnificent one. I t includes the cause of maintaining social 
liberty and economic freedom in the largest possible degree in America. 
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One of the imperative needs of the committee is enlarged financial support. 
I t is important for us to procure a substantial number of contributors as well as 
an adequate total amount. As members of this committee, you can .assist mate
rially in this matter not only through your personal contributions, but also by 
inviting friends to contribute, or by sending us the names of persons with whom 
we may communicate. A contribution of any amount wiU be of value to the com
mittee as tangible evidence of moral support from a substantial number of persons. 
Checks should be mailed to G. S. NoUen, treasurer, economic policy committee, 
415 Fleming Building, Des Moines, Iowa. 

Under date of Januar̂ ^ 17, 1938, the AutomobUe Manufacturers 
Association, Inc., issued a special bulletin entitled "Directors Recom
mend Consideration by the Meniberslup of a $25,000 Contribution 
From Association Funds to the Committee on Economic PoUcy." In 
part this special bulletin reads as follows: 

1. Your directors, at their meeting January 5, have voted to recommend con
tribution by the association of $26,000 to the new committee on economic policy 
which is being formed to create a better understanding of the need of international 
commerce and of a policy as embodied in the trade-agreements program, 

2. Robert C. Graham for the export committee presented the subject to the 
board. 

3. The contribution is toward a budget of $150,000 for the first year, with 
other contributions to be sought from Carnegie Endowment, Ford Motor, various 
banks, farm associations, business machine industry, and others. 

4. The Economic Policy Committee was organized by a group of industrialists, 
."igrioulturists, educators, editors, and economists interested in foreign trade from 
the standpoint of domestic welfare. 

7. This committee will study the relationship of the United States to world 
econom}' and make public its findings. 

8. A vote by the representative members is necessary before this proposed 
support for educational work which i t is believed will be of constructive benefit 
not alone to the automobile industry but to industry generally, can be endorsed 
.and given financial support by the association. 

On February 4, 1938, the vice president and general mana.ger of the 
Automobile Manufacturers Association, Inc., wrote to Gerald NoUen, 
president of the Bankers Life Insurance Co., Des Moines, Iowa, with 
reference to financial support for the Committee on Economic Policy 
in part as foUows: 

I take pleasure in informing you that the board of directors of the Automobile 
Manufacturers Association has approved a contribution to the work of the Eco
nomic Policy Committee in tlie amount of $25,000, the funds in question to be 
made available to the committee as, in our discretion, contributions from other 
sources in support of the work in. which we are all interested, are committed for 
and paid in. 

1 believe you wiU understand that a new venture of this sort, no matter how 
enthusiastically we endorse it, must be supported in fair proportion by the in
terests throug,fioiit the country which are destined to benefit from it, and that i t 
is undesirable', in the circumstances, for the automobile industry to carry the 
burden, even at the beginning, without this more generalized support. 

However, in order to enable the activity to be put under way effectively, and 
at an earlier time than otherwise might be possible, I am enclosing our check in 
the amount of $2,600, with the understanding that subsequent payments up to 
the total amount of $25,000 authorized for the year will be forthcoming only 
upon receipt of assurances from you that the diversification referred to previouslj', 
up to the raising of funds totaling the budget of $125,000 being sought have 
been received. 

S E C T I O N 8, S A F E T Y T R A F F I C C O M M I T T E E A N D A U T O M O T I V E SAEET-i 

F O U N D A T I O N 

As may be implied by its name, the safety traffic committee or 
department primarily is concerned with safety on the highways. 
Under Inghway safety policies recommended b.y this committee, the 
industry is pledged to continue cooperation •with public officials in 
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their efforts to curb accidents. This committee or department aids 
coopera.ting organizations in carrying out their projects; i t meets with 
organizations of liighway officials, motor vehicle administrators, police 
chiefs, educators, and other public bodies for interchange of mforma
tion and developments bearing upon safety; and i t keeps the industry 
informed concerning safety developm.ents in the automotive field. I t 
eiUists the support of industrj- in behalf of somid safety programs 
and acts as a clearing house for automotive safety activities. 

The entire automobUe industry, including tire manufacturers and 
finance and discount companies, has joined in underwriting the cost 
of a series of projects winch have been initiated and are being ad
ministered under the control and direction of a number of national 
organizations, with the active interest and jjarticipation of other 
ofiicial and private agencies. Among the projects which have been 
undertaken or expanded by these organizations are traffic officer train
ing and assistance in the organization of police accident prevention 
bureaus; conduct of street traffic research projects and the training of 
men in the professional field of trafiic control; and assistance to State 
and local groups in the organization of safety programs. 

Auto-motive Safety Foundation, Inc.—About the beginning of the 
year 1936 the activities of the safety traffic department apparently 
were merged into a safety program undertaken cooperatively by mem
bers of the automobUe, oU, tire, and finance mdustries. On Decem
ber 18, 1935, Alfred Reeves, vice president of the AutomobUe Manu
facturers A,sscciation, Inc., wrote the presidents of member manufac
tm-ers as follows: 

1. At their meeting on Wednesday, December 11, our directors unanimously 
approved a proposed safetj' program and budget to be undertaken cooperatively 
by members of the automobile, oil, tire, and finance industries. 

2. The plan contemplates a total expenditure on safety projects of $299,250, 
of which $54,250 has already been given as a grant to Harvard University from the 
association's funds bj" the unanimous vote of our members. 

3. Under this plan, in addition to the association's grant to the Harvard Bureau, 
the automobile manufacturers (including Ford) would contribute $145,000 al
located on the basis of their production. In addition, the American Petroleum 
Institute would contribute $50,000 to the program, and there would be contribu
tions of $25,000 each from the National Association of Sales Finance Companies 
and the Rubber Manufacturers Association. 

4. Members of our board are now conferring with representatives of these other 
industries. You will be duly advised of the results. 

5. The growth of highway accidents is resulting in so much threatened legisla
tion by well-meaning but not always weU-informed lawmakers that the need for 
expansion of safety activities is imperative. 

6. In setting up a ju-ogram for the expenditure of the funds to be collected under 
the plan, it is the judgment of the directors that the most practical procedure that 
could be followed would be to divide such funds among existing large national or
ganizations wliich have already demonstrated their ability to do effective work in 
the promotion of safety, 

7. Con,sequently, after careful study it was decided that the funds should be 
allocated among such organizations as the National Safety Council, American 
Automobile Association, General Federation of Women's Clubs, International 
Association of Police Chiefs, Congrefss of Parents and Teachers, National Grange, 
the American Legion, and the highway education board. 

8. All of theso will be recognized as fully accredited organizations whose ability 
to produce results in their promotion of various phases of safety has been limited 
only by the anlount of funds at their disposal. 

9. We find in our studies no single answer to the problem. Involved in it are 
the law enforcement, creation of more adequate highway facilities, accident re
search, and education of drivers and pedestrians alike, 

" From Automobile Manulaeturers Association, Inc, publication entitled "At Your Service," 



REPORT ON MOTOR V E H I C L E INDUSTRY 81 
10. Members wi l l be kept advised as to all developments in connection wi t l i this 

program. 

BlUletin No. G-1779, issued by the Automobile Manufacturers 
Association, Inc., January 20, 1936, refers to an expanded safety edu
cational program. This biUletin is to the effect that the entire auto
motive industrjr, without exception, is participating m miderwriting 
the cost of safety educational activities. 

On June 2, 1937, the Automotive Safety Foimdation, Inc., was or
ganized. The purposes for which the fomidation was formed, as 
shown by the certificate of incorporation, in part, are as follows: 

To foster the general welfare and to promote the mutual interests of the public 
and the automotive industries by encouraging the safe and efficient use of streets 
and highways; by .stimulating research into the causes of street and highway acci
dents; and by disseminating information on the safe use of motor vehicles, on 
effective methods of preventing accidents, on ways and means of relieving conges
tion and facilitating traffic wi th safety, and on- otlier matters affecting the motor 
vehicle and its use. 

To apply for, acquire, hold, use, grant license in respect of or otherwise dispose 
of cop3^rights and letters patent of the United States or other countries relating to 
or useful in connection wi th any operations of this corporation in the furtherance 
of its purposes hereinbefore set for th . 

The officers of the foundation as set forth in a publication entitled 
"Automotive Safety Foundation, Organized Jmie 2, 1937," were 
as follows: 

Paul G. Hoftman, president (president, the Studebaker Corporation). 
C. C. Carlton, vice president (president, Automotive Parts & Equipment 

Manufacturers). 
F. B. Davis, Jr., vice president (president. United States Rubber Co.). 
A, 0 . Dietz, vice president (president. Commercial Investment Trust, Inc.) . 
Byron C. Foy, secretary-treasurer (president, DeSoto Motor Corporation). 
Alfred Reeves, a.<;sistant ti-easurer (vice president and general manager, Auto

mobile Manufacturers Association), 
Norman Damon, director. 

The trustees consist of officials of members of the AutomobUe 
Manufacturers Association, the Rubber Manufacturers Association, 
and the Automotive Parts & Equipment Manufacturers, and of 
officials of finance and chscount companies. 

The activities of the foundation are financed through voluntary 
contributions from automobile, bus, and truck manufacturers; parts 
and accessory manufacturers; rubber-tire manufacturers; and finance 
and discoimt companies. 

The budget of the Automobile Manufacturers Association, Inc., 
for the year ended May 31, 1938, contains an appendix entitled 
"Safety Fund Receipts and Commitments," winch is dated May 27, 
1937. This appendix shows Receipts to date. Anticipated total 
receipts, and Commitments, as follows: 

Receipts to 
date 

Anticipated 
total receipts 

(1) Receipts: 
.\ntomobile manulaeturers (includmg Automobile Manufacturers Asso

ciation treasury) 
Finance companies 
Eubber-tire manufacturers.--
Parts manufacturers 

$217, 658.82 
28,000.00 

70,700.00 

Total 1937 receipts.. 322, 358. 82 

$22.5, 000 
28,000 
25, 000 
90, 000 

368, 000 
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(2) Commitments: 
American Automobile Association 
American Legion 
Harvard Bureau for Street Trafiic Research 
Highway Education Board --
General Federation of Women's Clubs --
National Congress of Parents and Teachers 
National Grange (included with Highway Education Board) National 

Safety GounciL-
International Association of Chiefs of Police 
Northwestern University.... _. 
Safety department. Automobile IManufacturers Association 

Total 1937 commitments.. 

Receipts to 
date 

19S7 Grant 
$36, 000 

10, OOO 
56, 650 
25, 000 

10, 000 
100, 000 
20, 000 
10, 000 
35, 000 

301, 650 

Anticipated 
total receipts 

(') 

' Of this total, but $5,000 approved (for Grange contest). 
1 Balance from 1030 grant adequate for 1937 program. 
• Total of 1938 commitments was .$347,000. 

Harvard Bureau for Street Traffic Research.—With reference to the 
Harvard Bureau for vStreet Traffic Research, referred to above, a 
pubUcation entitled "A Rational Approach to an Emotional Problem" 
was issued in January 1938, by Paul G. Hofl'man, president of the 
Automotive Safety Foundation. In this pubUcation reference is 
made to the work of the Harvard Bureau for Street Traffic Research, 
in part, as follows: 

•V * * Founded in 192.5, the bureau was dedicated to the principle that the 
street and highway traffic problem deserves the same type of scientific approach 
that has been applied to the solution of other in.ajor social and economic problems. 

Tb.rough the grant of the Automotive Safety Foundation this program has been 
refined and expanded to a point commensurate wi th current requirements. The 
16 annual fellowships have drawn tlie best young engineering brains f rom all parts 
of the country into traffic engineering and administration. Fifteen other engi
neers, at their own expense, took advantage of the opportunity provided by the 
courses of study. These men are then returned to administrative positions where 
they can give practical effect to the principles they have learned and where they 
may in turn become practical teachers of their administrative associates. 

Researcli projects on police traffic administration, compulsory motor vehicle 
l iabi l i ty insurance, motor veliicle department administration, research on the 
driver and a special New York City research project were carried out. 

Scientific equipment and devices developed by the Bureau have been put to 
numerous valuable uses and have developed information of value in driver re
search. Bej'ond this, the traveling clinics, consisting of various pieces of this 
equipment, visited nine States this year, working in conjunction wi th motor 
vehicle administrators to aid States in administering the driver license law. This 
has had educational influence in salvaging accident repeaters and raising the level 
of skill among the drivers who persistently fel l afoul of the law. 

In 1935 the Automobile Manufacturers Association, Inc., presented 
Harvard Bureau for Street Traffic Research with a gift for the purpose 
of reorganizing and expanding the activities of the Bureau. Bulletin 
No. G-1737, issued bj' the association February 26, 1935, refers to this 
gift, in part, as follows: 

1. Acceptance of a gif t voted by your board of directors on behalf of the Auto
mobile Manufacturers Association for tbe purpose of reorganizing and expanding 
the activities of the University's Bureau for Street Traffic Research has been 
announced by Harvard University. 

2. An enlarged program to promote greater safety on the highways and to elimi
nate costly traffic congestion wi l l be undertaken by the Bureau under the excep
tionally able direction of Dr . Miller McClinlock and wi th the assistance of Maxwell 
Halsey, formerly traffic engineer of the National Bureau of Casualty and Surety 
Underwriters. 

3. The Bureau's new program wi l l include comprehensive studies of the causes of 
traffic accidents and highway congestion, police organization and enforcement of 
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traffic laws, efficient traffic engineering technique and organization, and the 
design of new and basic types of traffic facilities especialh' for urban areas. 

4. Provision is made wherebj' responsible officials of State and local govern
ments may call upon the Bureau staff for information and advice bearing upon 
local traffic'problems. 

5. Although all studies of accident causes have indicated that from 80 to 90 
percent of traffic mishaps are traceable directly to some form of. faUibility on 
the part of motorist or pedestrian, there is abundant evidence that through engin
eering, safeguards for the greater protection of highway users can be devised. 

Association BiUletin No. G-1771, issued November 6, 1935, which 
refers to a recommendation for an increased financial gra,nt to the 
Harvard Bureau for Street Traffic Research, reads, in part, as follows: 

1. Pursuant to recommendations of the safety traffic committee for expanded 
association activity in technical and educational safety functions, the directors 
today voted to recommend to the members an increased financial grant to the 
Harvard Bureau for Street Traffic Research. 

2. The enlarged program contemplates the establisliment of a traffic engmeering 
training center in Harvard University based upon 15 associa.tion fellowships and 
upon intensive technical instruction designed to provide qualified trafiic adminis
trators now seriously needed in all cities and States, Another phase of the 
Bureau's activities will be to stimulate official action along sound technical and 
administrative lines. 

SECTION 9, MANXJEACTUREUS COMMITTEE AND INDUSTRIAL RELATIONS 
DEPARTMENT 

A description of the manufacturers committee and the industrial 
relations department is set forth in a letter by WUliam J, Cronin, 
secretarj'- of the committee, to Alfred Reeves, vice president and 
general manager of the AutomobUe Manufacturers Association, Inc., 
elated June 9, 1937, as follows: 

(1) The manufacturers' committee was appointed and the department of 
industrial relations under its direction was created in November of 19.3,3. This 
was shortlj^ after the Code of Fair Practice for the Automobile Manufacturing 
Industry, became efl'ective under the National Recovery Act of 1933. Since this 
code was limited to regulation of hours, wages, and working conditions of labor in 
the industry, the manufacturers' committee and this department under its direc
tion became the agency for internal administration of the code, its interpretation 
and application under the nominal code authority, the board of directors of the 
Automobile Manufacturers Association, I t assisted members of the industry in 
compliance with the code 011 a uniform basis, and in securing necessary exemptions 
and exceptions. I t was the agency which formulated the views of the industry 
for presentation to National Industrial Recovery Act, and negotiated necessary 
changes and extensions of tlie code up to the time when the National Ptecovery 
Act was declared unconstitutional, 

(2) Tiic creation of this department coincided with the early manifestations of 
labor unrest in this industry, wliich accompanied the beginning of recovery from 
the depression. Traditionally, labor relations had been treated on an individual 
company basis in this industry from its beginning. The absence of any serious 
labor unrest througliout its history had made unnecessary joint consideration or 
action upon these matters. With the appointment of the manufacturers' com
mittee and the creation of this department with a staff specialist in this field in 
charge, the opportunity was afforded to exchange views on those labor problems 
common to all, and to communicate to all members the concensus of opinion of the 
most experienced administrators in the industry for their guidance in meeting the 
problems presented by changing conditions. Similarly members were afi'orded 
an opportunity to consult the committee and the manager of the department con
cerning individual labor problems and policies. 

(3) Labor legislation, including regulation of wages and hours, compensation 
for industrial accidents and-disease,̂ and relations.with organized labor have been -
prominent in the programs of both National and State administrations. This 
department under the manufacturers' committee has been charged with developing 
the position of the industry concerning such legislation when pending and present
ing that position to National and State law-making bodies. 
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(4) Conditions have required members to have more complete information 
than ever before concerning prevailing wage levels, hours of work, and other 
working conditions and iiersonnel practices generally in the industry. This 
department has compiled and distributed regularly to members reports on 
prevailing wage rates, hours, methods of compensation, and personnel practices 
in this and other industries, as well as a great variety of pertinent information 
concerning developments bearing upon labor conditions throughout, the country. 

(6) Increased public interest in labor relations in the industry led the committee 
to expand its research activities to provide a foundation for release of pertinent 
information designed to keep the public. Government ofl̂ icials and legislators, and 
workers themselves informed concerning the facts of labor conditions in this 
industr.y. I t is also a function of this department to furnish to public and private 
agencies information desired concerning all phases of the industry's operations 
affecting labor. The practice has been encouraged of having all such inquiries 
made to members cleared tiirough tills department thus relieving members of a 
burden of detail, and of simplifying and insuring tho accuracy of information 
made available to tlie public concerning the indu.stry. 

The functions of the manufacturers' committee and the industrial 
relations department, as described in the association publication 
A t Your Service, are substantially as follows: 

Through the manufacturers' committee data are developed and 
exchanged for the information of members with respect to wages, 
working hours, conditions of em.ployment, and other phases of indus
trial relations. 

The industrial-relations department is under the direction of the 
manufacturers' committee and serves other association committees 
created to deal with matters in the field of labor relations such as social 
security, occupational diseases, and others. This industrial-relations 
department is the ])oint of contact for the association with various 
governmental and private agencies concerned with labor matters. 
The compilation and analysis of employment data is the responsibility 
of the economic-research staff of this department. Among the 
economic analyses which have been published by tins department are 
studies on the ages of automobUe workers, the prices of automobUes 
per pound per unit and horsepower, the annual earnings of automobile 
workers, living costs and earnings in automobile centers, and other 
related subjects. 

I t is a function of the industrial-relations department to assist the 
manufacturers' committee in the compilation and distribution of 
information regarding prevaUing wages, hours, and other worldng 
conditions; and in the preparation and presentation of the mdustry's 
views on National and State legislative proposals afl^ecting labor 
relations and working conditions. 

SECTION 10. MOTORTRUCK COMMITTEE 

The purpose of the motortruck committee or department is to 
develop methods whereby the public can derive increased benefits 
from commercial motor vehicles. This department aids in the pro
motion, of sound and equitable uniform laws governing motortruck 
and bus regulation and taxation; provides motortruck members with 
a buUetin service containing important information regarding motor
truck production, sale, and use; coordinates truck and bus activities 
with national organizations representing shippers and commercial 
vehicle operators; maintains contacts with official agencies concerned 
with the administration of the Motor Carrier Act; analyzes reports from 
Government and transportation agencies; compiles factual data and 
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pamphlet material and news stories reflecting the views of the industry; 
and disseminates educational literature in the interest of better com
mercial vehicle drivers, more efl'ective safety regulations, and a better 
understanding betv/een truck and bus o])erators and other highway 
u s e r s . . .. .• 

Representation of truck raamifacturers,—In the year 1938 there were 
approximately 63 motortruck manufacturers in the United States, 
of which 19 were members of the AutomobUe Manufacturers Asso
ciation, Inc. 

I t is estimated by the manager of the motortruciv committee that 
truck-manufacturer members of the Automobile Manufacturers 
Association, Inc;, during the year 1937, produced 68.8 percent of the 
total truck production of the LTnited States and Canada and that the 
Ford Motor Co. and other nonmember truck manufacturers produced 
31,2 percent. 

Truck m.anufacturers' mortality,—On November 27, 1936, Arthur 
C. Butler, secretary of the motortruck committee, wrote the White 
Motor Co., Cleveland, Ohio, with reference to the mortality of truck 
manufacturing companies in part as follows: 

* * * our records go back only to 1917, Since that time we find that 
about 372 motortruck companies have failed or lo.st their identity tiirough 
merger or acquisition by another company. 

* * * There are about 60 companies building or assembling trucks at the 
present time, 

* * * Tliere are 13 conipanies that distribute their products jiationally. 
This is based oh a survey of several years of new commercial car registrations 
published by Automotive Daily News. Five other companies distribute"to'thc' 
majority, but not all, of the States. 

* * * There are 30 companies that build trucks exclusively. (This includes 
10 companies that manufacture engines, truck-tractors, fire engines, snow-fighters, 
and industrial equipment, besides motortrucks.) Also, there are 21 companies 
that build trucks and busses exclusively, (This includes 8 companies that also 
manufacture fire engines, truck-tractors, and ambulances.) 

Activities of-the motortruck com.mittee.—One of the duties of the motor
truck department is to.furnish motortruck members of the association 
with information pertinent to their operations. For instance, on 
November 26, 1935, a letter was sent to motortruck members by 
the secretary of the committee winch reads as foUows: 

Supplementing our Motortruck Bulletin No, M-391 with regard to the sale 
of trucks to belligerents, we wish to call your attention to the following letter 
from our Washnigton office to a member company: 

" In the light of the administration's policy, copy attached, I should think that 
you would be well advised to weigh Carefully the consequences before selhng any 
trucks to any war participants. 

"Not only will those who engage in such actions face the consequences of 
publicity, but it may be reasonably expected that when Congress convenes this 
subject will be made one for searching investigation and further discussion." 

Bulletin No. M-391 referred to above, is a buUetin addressed to 
motortruck members November 15, 1935, entitled "Secretai-j'' Hul l 
Lists 'Trucks Among 'Essential War Materials'." The first paragraph 
of tins bulletin i-eads as follows: 

Motortrucks are "essential war materials" and exporting them to warring 
nations is directly contrarj'" to the policy of the Government and the Neutrality 
Act, Secretary of State Hull declared today in a 350-word statement. 

Automobile Miiuufncturers Association publication. At Your Service. 
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On M.ay 20, 1937, the secretary of the committee wrote W. F. 
McAfee of the International Harvester Co. with reference to 'the 
Texas Weight case as foUows: 

Have your letter of May 12 regarding the Texas situation. 
We note your wish to have International Harvester do anything possible in the 

way of cooperation with the Texas operators. But we do not see how anything 
can be done by an individual manufacturer in this case without breaking the 
agreement that was entered into by the manufacturers as a group at our last 
meeting. 

I t seems to us that you have already cited the most important point with 
regard to the Texas case, and that is that it best be deferred until the Interstate 
Commerce Commission enters the field of interstate regulation of sizes and weights. 

As you know, the manufacturers have in the past spent .considerable time, 
money, and effort on these weight ca.ses affecting interstate commerce. This 
dates back to the Te-xas case of Stephenson y..Binford which was carried to the 
'Supreme Court of the United States only to obtain an adverse ruling which was 
based, among things, on the fact that the State of Texas was within its rights in 
applying the 7,000-pound weight law to interstate as well as to intrastate opera
tors because the Federal Government was not iu the field. 

Since the adverse ruling, local representatives of the manufacturers have 
cooperated with associations of operators in Texas as a means of having the 
weight law repealed and replaced with limitations that would be more liberal 
and still have adequate provisions for safety, preservation of highways, and 
consideration of rights of other liighway users. 

The Texas problem has always been foremost in our minds, in discussing unrea
sonable weight laws, and you will recall that when the manufacturers considered 
the injunction cases at our meeting the Texas question was thoroughly discussed, 
Ttie'opinion was that a much more effective course could be followed if a precedent 
were established in several of the other States where conditions are more favorable 
and that, in the meantime, a case be thoroughly prepared for Texas. 

However, you may wish to have this subject discussed again at our meeting 
early in .lune. 

We have material here at the association relative to other size and weight cases 
that we will gladly send the Texas operators. They may also wish to contact J, 
Niiiian Beall, attorney for the American Trucking Associations, who has been 

. devoting considerable time in studying and preparing data for cases similar to that 
in Texas. 

On March 23, 1938, the secretary of the committee addressed a 
letter to members of the motortruck committee entitled, "Anti-
Truck Attitude in Many Quarters May Adversely Affect Industry 
When Solution to Railroad Problem Is Considered." This letter 
reads as follows: 

Coming on the heels of the report by the American Institute of Public Opinion, 
the attached quotation frorn the American Trucking Associations' service letter 
provides room for serious thinking on the part of all persons or groups concerned 
with motortruck transportation. 

There is plenty of evidence that the antitruck attitude now being exhibited by 
legislators, highway officials, administrators, and passenger-car owners and the 
pubhc generally might result in action by Congress in connection with the railroad 
problem that would seriously affect independent for-hire truck transportation and 
operation of shippers' trucks. 

The quotation from the American Trucking Association's ser-̂ dce 
letter, referred to above, was to the effect that antitruck sentiment 
was developing in Congress and contained the suggestion that before 
Congress acts on pending transportation bills i t might be weU for motor 
carriers to address a few pointed questions to their Senators and 
Congressmen, askmg where they stand with respect to the trucking 
industry. 
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SECTION 11. NATIONAL AUTOMORILE SHOW 

Al l details of the national automobile.show in New York City are 
arranged under the guidance of a national show committee of tho 
Automobile Manufacturers Association, Inc. 

Section 8 of the constitution of the association provides as follows: 
No contract for any purpose involving the expenditure of a sum of money in 

excess of ten thousand dollars in an-y one matter, shall be made or entered into by 
the officers or directors of the corporation, except upon the approval by a vote of at 
least two-thirds of the members present and voting at a regular or special meeting 
duly called and held as provided in the bylaws, but the corporation shall have no 
power or authority to make any member a party to a contract and the approval 
by a member of any contract, expressed by the members' voting to approve the 
same, shall be merely an approval of proposed action by the corporation and shall 
not constitute a consent or grant of authority to the corporation to make a mem
ber a party to a contract or to give power to the corporation to represent or act as 
agent for the approving member in respect to such contract in any way whatever. 

Inasmuch as all of the members of the association do not participate 
in the national show, the show is conducted by a show-management 
partnership which is imder contract -with the Automobile Ma.nufac-
turers Association, Inc. Under this contract or agreement the show-
management partnership finances and operates the show. I f the show 
should result in a financial loss, such loss would have to be assumed by 
the show-management partnership. Any surplus or profit is dis
bursed as foUows: 

First, to New York City automobile dealers for their services; then 
to automobUe-eqmpment manufacturers in proportion to the show 
space taken by them; and finalty to exhibitor members of the Auto
mobile Manufacturers Association, Inc., in proportion to space taken. 

SECTION 12. TAXATION, INSURANCE, ADVERTISING, AND HIGHWAYS 
COMMITTEES 

These committees of the Automobile Manufacturers Association, 
Inc., are described in the association publication entitled "At Your 
Service," as follows: 

Taxation committee,— Through its taxation committee the asso
ciation coUects and analyzes information regarding cUrect or indirect 
taxation of Inghway transportation; studies trends in taxation with a 
view to determining their probable consequences; analyzes proposed 
tax legislation and keeps members of the industry informed concerning 
its progress; and seeks to develop sound and equitable principles of 
taxation for the guidance of the industry. 

Insurance committee.—Through the association's insurance com
mittee, the industrj'- maintains a point of contact with, national orgam-
zations of insurance companies. Typical of problems that confront 
this committee are those that relate to the grouping of cars and trucks 
for insurance-rating purposes as effected by mechamcal construction 
and design. These questions are considered by the committee and 
any necessary information is furnished and discussed with insurance 
executives. 

Advertising committee.—Tins committee is known as the informa
tion department. I t is the function of tins committee or department 
to study all trends and developments in the field of advertising and to 
develop principles for the guidance of members in making advertising 
increasingly valuable to the pubUc. Through this department the 
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association collects data regarding the industry's developing activities 
and policies, keeping i t available to the public and to those who require 
information for articles, addresses, radio talks, and other rhedia. I t is 
the responsibility of the information department to satisfy the demand 
of the public for information on all subjects with which the association 
is concerned. 

Highways committee.—Under the direction of this committee, the 
Automobile Manufacturers Association, Inc., encoura,ges sound 
world highwaj'^ development by participation in the work of recognized 
agencies devoted to that cause; assists in placing the industry's 
point of n̂.Q\y before congressional committees charged with highway 
matters; informs members of the industry on trends and ch.anges in 
road progress; and aids in studies of fact and in broad surveys designed 
to bring out the efl'ect of motor transport upon world living standards. 

With reference to highway development, a report by the highways 
committee, dated June 30, 1937, contains a factual survey of the 
progress made in highway development throughout the world during 
the past decade, and also contains interesting descriptions of various 
important highways in Mexico, South America, and abroad. I n tlus 
report is a tabular presentation of highway nuleage and motor-velncle 
registrations as follows: 

Total world highway mileage and motor-vehicle registrations 

Wor ld 
Wor ld Percent inotor- Percent 

Year highway increase vebicle increase 
mileage since 1929 regis since 1929 

trations 

1929 6,5R2,001 0.0 32,034, .572 0.0 
1930 7,80.5,029 18.6 35.127, 398 9.7 
1931 - 7, 9,59,193 20.9 35,80.5, 032 11.8 
1932 8, 994,034 36.6 35, 263,397 10.1 
1933... 9,152, 282 39.0 33, 667. 29.5 4.8 
1934 9, 270, 052 40.8 35, 352,004 10.4 
1935.. 9, .599.149 45.8 37,451,798 16.9 
1936 I 9, 900, 000 50.7 39, 800, 000 24.2 

1 Figures estimated l)y Automoliile Manufacturers Association. 

SECTION 13, TRAFFIC COMMITTEE OR DEPARTMENT 

This department aims to promote and maintain the maximum 
efficiency and economy in the handUng of automotive traffic. Through 
the traffic department the industry presents a common a.nd united 
viewpoint on traffic matters to carriers and, when necessary, to 
governmental agencies and officials. The department studies rate and 
classification proposals in order to aid decisions on tariff changes that 
would benefit the industry. I t conducts regiUar meetings of member 
traffic managers and carries out the conchisions reached. Other 
activities of the traffic department include preparation of data and 
attendance at railroad and Commission hearings; issuance of pre-
Uminarj'' monthly production statements; analysis of legislation 
and regulations aft'ecting transportation; pro^dcUllg the railroads 
with data to insure an adequate supply of automobile freight cars; 
transmitting reports to railroads concerning the number of cars the 
industry wiU require, based on factory production schedules; assistance 
in the negotiations for satisfactory ocean rates; and maintenance of 
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representation for the industry in recognized national transportation 
organizations. The department maintains an experienced staff" at the 
Detroit office, where i t has a complete file of railroad and motor-
vehicle tarifl's. Interstate Commerce reports, and similar data," 

The detaUs of the work of the traffic department are attend.ed to in 
the Detroit office of the association. The department, however, is 
nnder the du-ection of James S. Marvin, of the ISlew York City office 
of the association. 

Under date of Ma,y 23, 1938, Mr . Marvin received a letter from the 
Detroit representative of the traffic department, which described the 
work of this department as follows: 

Maintenance of files of tariffs of railroads, steamships lines, and trucking com
panies. 

Operation and distribution of bulletins issued by traffic department, and infor
mation circulars. 

Maintenance of complete file of all Automobile Manufacturers Association 
bulletins and other material. 

Preparation of monthly factory sales estimates for directors and members. 
Attendance at meetings of various trafiic committees, clubs, and other organ

izations, keeping contact with those active in the automotive field. 
Preparation of dockets for, and holding of meetings of. Automobile Manufac

turers Association traffic managers' conference and subcommittees. 
Meetings with raih-oads, .steamship lines, and trucking lines in connection with 

transportation matters affecting the industry. 
Road trips, involving attendance at railroad classification meetings; trucking 

association meetings; member plant visits; railroad official calls; yard and .shop 
inspection trips in connection with automobile loading devices; traffic organiza
tion activities; handling of Interstate Commerce cases before examiners at various 
points; and oral argument before the Commission at Washington, preparation of 
testimony, briefs, etc. 

Cooperation with raih-oads in connection with modernization of automobile 
loading devices, test loads at factories, etc. 

Contact with automobile transporting associations and dealer associations in 
connection with safe-and-sane highway operation. Issuance of highway safetj" 
and courtesy rules for automobUe transporters. 

The traffic comm.ittee holds meetings in the city of Detroit about 
every 2 months at which the members decide whether any changes 
proposed by the consolidated classification committee would affect 
then- shipping and whether they wish to make any presentation to 
the consolidated classification committee. I f the traffic committee 
determines that a presentation is desirable, the traffic department 
prociues and assembles the necessary data and presents them to the 
consolidated classification committee. 

The traffic department or committee does not participate in general 
rate cases before the Interstate Commerce Commission, as the pohcy 
of the automobUe industry has been to abide hy general rate changes 
that affect all industry alike. 

The traffic department collects data and prepares production re
ports which are now included m the Automobile Manufacturers As
sociation, Inc , pubUcation entitled "AutomobUe Facts," 

Data pertainuig to shipping needs of member manufacturers are 
furnished members by this department. Quarterly siu-veys to de
termine the number of automobile freight cars required to carry the 
product from factories to dealers are made and the resiUts of these 
surve;ys are furnished to the raUroads for tlieir guidance in handling 

Automobile Manufacturers Association publication, At Your Service. 
'5 The consolidated ct^.ssiflciUion committee represents the railroads and prepares publications sliowing 

proposed classification cliances. 

171233—39 8 
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their freight cars. Prior to the tune this service was maugurated, 
factories woiUd be in need of shipping facilities and often, when their 
need was greatest, freight cars would be in parts of the country 
remote from factories, iThis resiUted in dealers heing unable to obtain 
automobUes imless they had them hauled by trucks or towed or 
driven from the factories. 

This department is interested in legislation pertaining- to traffic 
matters, and on December 8, 1937, the department issued Bulletin 
No. T-716, which reads, in part, as foUows: 

Public reaction against the use of highways for delivering automobiles to dealers 
is being reflected in restrictive legislation. 

Although the automobile carriers complj" with the State's weiglit and size 
specifications for trucks, legislation effective in Pennsylvania in 1940 contains 
special restrictions for loading automobiles on trucks that would destroy their 
economic usefulness. 

Through the National Automobile Dealers Association, the dealers will be 
requested to note this adverse legislative trend and require compliance with these 
recommendations h j truckers employed by them. 

Our members are urged to insist on agi-eeinent with these recommendations by 
all truckers as a condition of employment by you and bring the matter to the 
attention of your dealers if they employ the truckers. 

An enclosm-e with BuUetin No, T-731, dated June 8, 1938, entitled 
"Highway Kestrictions Are Placed on AutomobUe Truckaways," 
reads as follows: 

Federal, State, and municipal restrictions on the use of highways for delivering 
automobiles from factories to dealers was discussed at recent meeting of our 
traffic managers and a special committee appointed to follow the subject. The 
discussion indicated that— 

(0) The new law in Pennsylvania prohibits at once trucks carrying an auto
mobile over the driver's head. The courts have su.stained this feature of the law. 
As loads of this character appear hazardous and "draw fire" from the public and 
legislators against all automobile carriers, our traffic group believes we should 
use only the modern type of automobile-carrying trucks, 

(b) However, the law goes further with restrictions that would prohibit the 
double deck on any automobile trucks after January 1, 1940. 

(c) The liighways will be closed to a large part of our truckaway deliveries from 
the factories to eastern dealers unless this Pennsylvania law can be modified. 

{d) I f similar legislation is progressed in a few more States surrounding the 
manufacturing territory, these restrictions will be substantially complete. 

(e) This presents a serious operating problem in prompt distribution of cars 
from the factories as well as higher costs. 

(/) While the member traffic managers feel they could correct this by using 
only the proper and approved tyi^es of trucks, which is now being done bj-- the 
General Motors group and Ford, however, in the case of other factories, the matter 
is out of their control when cars are delivered into the possession of dealers and 
transporting agencies selected by dealers, 

ig) Any effort of States to eliminate hazardous veliicles should get the ful l 
endorsement of the industrj'. 

(/i) There is urgent need, therefore, for centralized control of this commercial 
use of the highways by our industry, 

(1) More than half of the cars and trucks produced are moved from the factories 
over the streets and highways. In view of the importance of this outlet for our 
distribution and the necessity for prompt action, immediate control by all other 
factories is favored. 

Our traffic group will aiipreciate the views of the directors on whether this can 
be done. 

Among the functions of this department is the furnishing of statisti
cal information to association members relative to export sliippmg. 
Illustrative of this phase of the department's work is Export Shipping 
Advice No. 215, of March 30, 1938, entitled "Over 99,000,000 Cubic 
Feet of Steamship Space Used by Members for Motor-Vehicle Exports 
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in 1937," This bulletin shows the steamship space used by members 
for exports of cars, trucks, and parts during the years 1935, 1936, and 
1937 for shipments to various foreign ports thi-oughout the world. 

The traffic department of the Automobile Manufacturers Associa
tion, Inc., has effected a definite saving in the duphcation of work, as 
this one department does the work which otherwise would have to be 
done by individual traffic organizations of each of the member ma.nu-
facturers of the association. 

SECTION 14. STATISTICAL DEPARTMENT 

The Automobile Manufacturers Association, Inc., in its pubUca
tion entitled "At Your Service," describes the functions of the statis
tical department in part as follows: 

I t is the responsibihty of the statistical department to furnish member com
panies promptly with as much basic statistical data regarding the industry's 
operations, •+ * * 

As part of its work, the department provides members with regular monthly 
reports covering the following subjects; 

Production by makes. 
Retail sales. 
Advertising expenditures, by makes. 
E.xports of passenger cars, by m.akes, models, and competitive price classes. 
Exports of trucks, by capacity classifications. 
Imports of American vehicles by the different countries of the world. 
In addition, the department sends member-company executives a regular 

monthly statistical bulletin analyzing passenger-car and truck production, by 
wholesale-price classes for passenger cars and by capacities for trucks, segregating 
sales in domestic markets from sales in export markets, 

* * * a special report is sent to member-company export managers monthly 
covering the number and value of motor vehicles exported from Canada to 
various countries, 
. . .T.he„.department serves as a clearing house in providing information and 
counsel on economic and statistical matters pertaining to the automobile 
industry, .* * *. 

To meet a demand for general economic and statistical facts about the auto
mobile industry by the public as well as companies within the industry, the asso
ciation publishes an annual 96-page statistical review. Automobile Facts and 
Figures. 

Apparently one of the major functions of the statistical department 
is the assembling and analyzing of data for the pubUcation AutomobUe 
Facts and Figures. On August 15,1938, Pyke Johnson, d̂ce president 
of the Automobile Manufacturers Association, wrote the Federal 
Trade Commission, with reference to the 1938 edition of Automobile 
Facts and Figures. In this letter Mr, Johnson referred to a number of 
new or revised charts and tables which the association believed to be 
of particular interest to officials of the Government, The charts 
and tables specifically referred to are as foUows: 

The trend of automobile prices, related to wage rates, cost of living, motor 
taxes. 

The relationship of automobile sales volume to the national income. 
The increasing Federal, State, and local tax burden borne by the motor vehicle. 
The increase in new-car sales per retail dealer. 
The status of motor-sales financing through 1937, 
The decline in proportion of new patents which apply to the motor vehicle. 
A summary of special State la,\va which affect automobile marketing as well, 

as use. 
The status of automobile-production cities during 1936 and 1937—at the top 

in proportion of families above minimum-income standards, and near the bottom 
in the matter of relief loads. 
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SECTION 15, SERVICE AND ENGINEERING DEPARTMENT—USED-CAR 
PROBLEMS 

The service and engmeering department administers matters relat
ing to the service division of the industry and subjects of an engineer
ing or technical character in which the association is interested, Tliis 
department represents the members of the association in the coopera
tive fuel research project, sponsored jointly by the association, gov
ernmental agencies, organizations representing the petroleum in
dustry, and engineers of the automobile industry. I n addition, i t 
serves the automobile industry in connection with all projects relat-
mg to the estabUshment of standards for automobile construction and 
testing. 

The highway safety plan for the removal of old and unsafe vehicles 
from highway ser-\dce, which pla,n is discussed in this section, was 
administered by the sei-Adce a.nd engineering department," 

Used-car problems.—The National Automobile Chamber of Com
merce, Inc , now the Automobile Manufacturers Association, Inc , 
has conducted four separate studies with reference to usecl-car prob
lems. The last of these studies was made in the year 1929, As a 
result of the first three studies, i t was concluded that the used-car 
problem was solely a dealer problem and, up to the time of the fourth 
study, the problem of overallowance on used cars when talvcn in as 
part payment on new-car deals had not arrived at the degree of im
portance which i t has since attained. 

As a basis for the fourth study, referred to above, various used-car 
plans were considered and a number of cUff'ereiit suggestions were 
taken under advisement, the two outstanding of which were coopera
tive advertising and j miking. 

A number of so-called junking plans have been in actual operation, 
the more important of wluch were known as the Chevrolet plan, the 
Ford plan, the Cleveiahd plan, the highway-safety plan, and the 
highway-safety plan extended. The two latter plans were admin
istered by the National Automobile Chamber of Commerce, Inc. 

The Chevrolet plan.—This plan was adopted by the General Motors 
Corporation about the year 1925 and under the pla.n the manufac
turer added $5 to the price of new Chevrolet automobiles and allowed 
the dealer a rebate of $25 to apply on a junk °̂ car when five new cars 
had been purchased. This ratio of five new cars to one used or junk 
car, was established upon the assumption that one new-car deal Out 
of five involved a junk car. I t is estimated by H . R. Cobleigh, 
manager of the service and eng-ineering department, that at the present 
time one new-car deal out of three involves a trade-in of a jimk car. 
The Chevrolet plan continued until the so-called lughway-safety plan 
was adopted in 1930. 

The Ford used-car plan.—Under the Ford plan dealers were allowed 
$20 for junk cars delivered to the Ford River Rouge plant, where the 
Ford Motor Co. operates an excellent salvage department and every 
usable part of the car is salvaged and the remainder placed in a press 
and reduced to scrap metal at a minimiun cost. An analysis of the 

!• From Automobile M^mufiicturers Association, Inc., pulilication entillcd "Facts and Figures." 
"> H. R. Cobleigh, manager of the service and engineering department of the Automobile Manufnoturers 

Association, Inc., described a "junli." automobile as an automobile wliich by age, ^̂ 'ear, or damagj is un
economical to operate. In other words, the usable existence of a machine is limited, and eventualij' it will 
be more economical to replace the machine than to continue its operation. 
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returns from a Salvaged or demoUshed car showed a net recovery of 
approximately $12.50 per car. I t has been stated that in 1930 the 
Ford plant scrapped 40,755 cars and in January 1931, was handUng 
junk cars at the rate of 375 cars every 16 hours. 

Cleveland used-car plan.—In 1930 the manager of the Cleveland 
Autoinobile Manufactiu-ers and Dealers Association, which is now the 
Cleveland Automobile Dealers Association, presented a recommenda
tion to the General Motors Corporation in behalf of the so-called 
Cleveland plan for scrapping junk automobiles. Details concerning 
this plan are set forth in National Automobile Chamber of Com
merce, Inc., Bulletin No. G-1358, of July 22, 1930, which reads in 
part as follows: 

The Cleveland (Ohio) .Automobile Manufacturers and Dealers Association has 
completed arrangements with a local salvage company to purchase all of the 
"junker" automobiles from the Cleveland dealers on an exclusive contract basis. 
The details provide for a fair purchase price to the dealers with a bonded guar
antee that no complete cars or parts thereof shall be sold by the salvage company 
except as scrap. 

This bulletin sets forth some of the advantages claimed for the 
Cleveland plan as follows: 

By providing a ready market for all junkers taken in by dealers, not only does 
the disposal cease to be a problem but they may be removed from the premises 
as rapidly as they accumulate. 

I t seems logical to expect that the dealers will receive more for junkers from a 
big volume scrapping concern having assured supply of junkers especially since 
the operation is on a profit-sharing basis, * * * 

I t absolutely stops the "junker repeater" losses to the dealer. This refers to 
that type of car which the dealer has sold to a junk dealer and which is fixed 
up and resold as an operating vehicle to again appear on a dealer's lot as a 
trade-in. * * 

Highway-safety used-car plan.—On December 24, 1929, a used-car 
junldng plan, knoAvn as the highway-safety plan was proposed by the 
National Automobile Chamber of Commerce, Inc. The lughway-
safety plan was a continuation of the Chevrolet plan, except that 
other manufacturers, together with divisions of General Motors Cor
poration, participated in the plan. Both plans provided for the 
complete demoUtion of the so-called junk cars to the end that no 
parts be resold as usable parts. With reference to the demoUshing of 
these jimk cars, i t is claimed that in some cases the operator of the 
jimk yard would endeavor to save a car from wrecking in order that 
he might be able to sell usable parts from the car or even sell the en
tire car as a usable automobile. However, wrecking under this pla.n 
was done under the supervision of factory representatives and, when 
carried out according to the intent of the plan, resulted in reducing 
the car to junk from wluch no salable parts were recoverable. 

The prmcipal difference between the Chevrolet used-car plan and 
the highway-safety used-car plan was that under the Chevrolet plan 
a definite amount, $5, was added to the price of each new car, and a 
definite allowance of $25 was made for demolishing each junk car 
when the dealer had purchased five new cai's; while imder the highwa^''-
safety plan, the amomit added to the price of new cars was not the 
same for all makes a.nd models, and the bountj'' for demolishing junk 
cars varied. Under the highwtiy-safetj^ plan, the junking allowance 
varied from about $25 per car to $40 or possibly more per car, depend
ing largely upon the price cla,ss of the new cars handled hy the dealers, 
and the manufacturers of higher-priced automobUes made a greater 
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aUowance for each junk car than did the manufactifrers of popular-
priced automobiles. Under this plan the amount to be added to the 
price of new cars to provide for payment for junk cars was left entirely 
to the manufacturers. 

Association Bulletin No. G-1321, issued December 24, 1929, was 
accompanied by an outline prepared by R. H. Grant of the General 
Motors Corporation, chairman of the sales managers' committee of 
the AutomobUe Manufacturers Association, Inc., entitled "Proposed 
Highway Safety Plan." This outline reads, in part, as foUows: 

A fund will be accumulated for each dealer by the manufacturer by crediting 
him with a fixed amount for each new car he buys. This amoimt shall not exceed 
1 percent of the list price of the new car, * * * This aUowance to the dealer 
shall not exceed $40 per car scrapped. 

I t is necessary that each car be so damaged that it cannot be repaired and resold. 
To accomplish this purpose, smash starting motor, generator and coil, carburetor 
and manifolds, cylinder head, cylinder block, and transmission, * * * Break 
the radiator, head lamp, and instrument board, and drive the grease plug into the 
rear axle. The dealer may then sell the car for junk. To qualify for an allow
ance the car scrapped must have been a complete unit with the possible exception 
of tires, battery, and windshield glass. 

In January 1931, the National Automobile Chamber of Commerce, 
Inc., applied for consideration of the highway-safety used-car plan by 
the jury of award of the American Tracie Association Executives. 

From this application it appears that this plan had been developed 
principally during the year 1930 and that in January 1931, ma,nufac-
turers of 19 different makes of automobiles were actively participating 
in the plan, and i t was estimated that 350,000 cars above the normal 
junking of probably 2,500,000 vehicles were scrapped in the year 1930-
under the operation of the plan. 

The pm-poses of the plan, as set forth in the application, were as 
foUows: 

1. To remove unfit, un,safe cars from the highways. 
2. To do this by inducing "dealers to scrap and scrappers to deal," by provid

ing a subsidy to cover the differential between what car dealers are willing to take 
and what scrap dealers are willing to pay for an old car. 

3. By encouraging trading between car dealers and bona fide scrap merchants 
to— 

{a) Reduce the business of small junk dealers in second-hand cars and parts 
that is prolonging the unsafe use of old cars. 

(6) Reutilize the useful materials in old cars now wasted by small junk dealers 
who cannot profitably handle the baser metals. 

(c) Reduce the nuisance of abandoned car remains in vacant lots and on lonely 
roadsides. 

4. To relieve the dealers' used-car problem by assuming most of the loss in 
unsalable cars so that he may remove them, save storage expense, and concentrate 
selling efforts on the better used cars. 

5. To increase the sale of cars— 
(a) By making more people desire to drive when roads are safer and scenery 

more attractive, 
(6) By enlarging the replacement market. 

The advantages of the plan, as set forth in the application, were, in 
part, as follows: 

1. Increased .safety on the highways brought about by removing the old unfit 
cars that are a menace * * 

2. Indirectly the plan opens the way to realization of these other public advan
tages : 

(a) Utilization of waste, 
(6) Conservation of natural resourees, 
(c) Preservation of landscaped beauty * * *, 
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3, I t heljis the dealer in three ways to meet what is commonly called the used-
car iDroblem; 

(a) Reduces his loss in cars he feels in conscience bound to scrap, 
(6) I t definitely removes these cars from the market * 
(c) I t moves the most un.salable pa.rt of his used-car stock, * * * 

The advantages of the plan to the automobUe industry were indi
cated as: Increased stability of dea.ler business, making it easier to 
meet and hold good dealers; an enlarged market tlnough greater de
sire to drive when the highways are safer; and a somewhat increased 
replacement market. 

Highway-safety plan extended.—After the Cleveland used-car plan 
had indicated the practicability of seUmg second-hand parts as well 
as scrap, the National Automobile Chamber of Commerce, Inc, pro
ceeded 'v\T.th the "highway-safety plan extended," which was a varia
tion from the original highway-safety plan in the foUo'v̂ dng two main 
particulars: (1) The salvage of usable parts from demolished cars, and 
(2) the issuance of certificates of demolition. 

Under the highway-safety plan extended, junk automobiles were 
not completely wrecked, but usable parts were salvaged and va.luable 
savings were made from the salvage of salable parts. The realization 
from the junk after salable parts had been removed was nearly as 
much as tliough the car had been completely wrecked. 

On October 31, 1932, the National AutomobUe Chamber of Com
merce, Inc., issued Bulletin No. G-1555 wdth reference to the highwa}--
safety plan extended. An outline of the plan, as described in an en
closure which accompanied tins bulletin, is substantially as follows: 

The National AutomobUe Chamber of Coinmerce, Inc., was to 
appoint official salvage yards throughout the country whose certificates 
of demolition would be acceĵ ted by the factories or manufacturers 
cooperating in the plan as evidence upon which their dealers were 
to be paid the junking bounty. 

Salvage yards were to be appointed by the association upon nomina
tion by the dealers to be served. The managements of the salvage 
yards were to sign agreements with the association to sell only scrap 
materials and parts and not to sell cars or chassis. They were to 
issue certificates of demolition for all cars purchased for scrapping 
and were to pay dealers for bountied cars at prices mutually agreed 
upon. 

Under this plan the association was to notify factories or manu
facturers when salvage yards were appointed and also was to supply 
salvage j^ards with demolition certificates at a price of 25 cents each. 

I t was provided that an agreement with the salvage yards could be 
canceled for failure on the part of the salvage yard to perform satis-
factorUy and that agreements could be canceled on request of local 
dealer groups for any cause of dissatisfaction. In Bulletin G-1555 
advantages of the plan were set forth as follows: 

I . Stops the waste of the present unspecified disposal of bountied cars, 
(a) By insuring that scrap finds its way to mills, 
(6) By saving car factories loss from supplying new parts for very old cars, 
(c) By saving factories expense of witnessing demolition, 
(d) By saving dealers labor and delay of demolishing cars. 
(e) By increasing value of junk car. 
I I . Decreases the nuisance of uncontrolled dumping of junkers on the roadside 

and elsewhere, 
I I I . Requires no added expense to factories or chamber, administration of the 

program being self-supporting. 



96 FEDERAL TRADE COMMISSION 

A form letter prepared in 1932 by IT, R, Cobleigh of the salvage 
di'sdsion of the National Automobile Chamber of Commerce, Inc , 
pertaining to the liighway safety plan extended, reads in part as 
follows: 

Enough factories have already adopted the new program to insure its success. 
These include the makers of Buick, Cadillac, Chevrolet, Essex, Hudson, Hupmo-
bile, LaSalle, Oldsmobile, Pontiac, and Stutz cars. 

Now it is up to the chamber to appoint oificial salvage yards throughout the 
country, and to do it most rapidly we are relj'ing on the cooperation of the dealer 
associations, (See p. 8 of the pamphlet.) The faster we set up yards, the 
greater will be the appeal of the program to the factories not yet in it. 

At the sales managers' committee meetmg of December 9, 1932, 
Alfred Reeves, vice president and general manager of the association, 
stated with reference to this plan as follows: 

Chevrolet, Buick, Cadillac, LaSalle, Graham, Hudson, Essex, Hupmobile, 
Olds, and Pontiac have agreed to this plan. Studebaker, Willys, Chrysler, ancl 
Dodge have not agreed. 

I n repty, R. H . Grant, of General Motors Corporation, stated as 
foUows: 

Paul Hoffman -̂ says Studebaker was withdrawing. In a letter which I wrote to 
Paul, and then tore up, I made this point that I always took the position that I 
didn't care whether everybody wa.s in it, and I didn't care if I were the only 
company that was in it. We are taking a lot of old cars oft' the street, and we are 
helping our dealers. What is a liquid profit sometimes sifts into used cars. 
Really what this amounts to is this: That the manufacturer is collecting from 
the public some money which helps the dealer financiallj'' from the standpoint of 
profit. From a sales advantage it puts the dealers in a position of taking a deal 
sometimes which he otherwise would not take. 1 would not think of running a 
sales department without it. On the contrary, I don't care whether anyone else, 
does it or not, but if they do, 1 think it is an assisting plan. 

On June 1, 1933, H . R. Cobleigh prepared a report to the efi'ect 
that subsequent to December 1,1932, salvage yards had been appointed 
in 27 cities. I n this report Mr, Cobleigh stated that the "income 
from the yards has been $1,206.40, of which $614,86 has been expended 
for printing and postage leaving a balance against departmental 
overhead of $591,54," 

About the close of the year 1933, cooperating members of the 
National Automobile Chamber of Commerce, Inc , abandoned the 
highway safety plan extended, for the disposal of obsolete or junk 
automobUes as i t was believed that the dealer N , R, A, code, 
permitting the dealers to set prices on used cars, obviated the necessity 
for the continuation of the plan, 

S-uggested used-ca.r plans.—It appears that during the comparatively 
short time that the highway safety plan extended was in operation, 
116 salvage yards were designated, and H , R. Cobleigh, manager of 
the service and engineermg department of the Automobile Manu
facturers Association, Inc., is of the opinion that if a similar plan 
again were undertaken, new yards could be rapidly appointed until 
yards would be located in all the large cities or distributing centers 
of the country, and in isolated sections dealers could be appointed to 
handle their own and their neighboring dealers' junk cars. He 
estimated that som.e 3,000 salvage yards would be required to htmdle 
jimk cars throughout the coimtry. Furthermore, he is of the opinion 
that any plan for the disposal of obsolete or junk cars which does not 

' I p . 8 of the pamphlet refers to dealer cooperation in the appointing of salvage yards. 
" P, G. Hoffman, Studebaker Corporation, 
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contemplate the salvage of parts would not work satisfactorily as the 
profitable operation of automobile junk 3̂ n̂ ds depends upon the 
salva,go and sale of usable j^arts, 

Mr, Cobleigh claims that the sale of usable parts salvaged from 
junk automobUes does not affect the sale of new parts, as the pur
chasers of parts for automobiles in good condition are not interested 
in used parts. He beUeves also that i t is fea,sible for junk yards to 
sell parts in assemblies, such as rear-axle assemblies, transmission 
assemblies, assembled motors, etc, and is interested in the develop
ment of outside markets for parts and assemblies. He referred to 
the use of automobUe engines for farm power and for use in boats, 
and of wheel and axle assemblies for small farm traUers. 

The Automobile Manufacturers Association, Inc., received reports 
from various dealers' associations concerning the resiUts of the National 
Used Car Exchange Week,̂ ^ a number of which contained comments 
regarding the need of a junking plan. Excerpts from some of these 
reports read as follows: 

I would like to see your association promote some sort of national junking fund 
that would eluninate the old models, thereby be of material assistance to the dealer 
body. 

In our opinion the money spent in the advertising would have done more good 
by a junking plan of $50 a car, which would have removed a lot of -SlOO cars off 
the used-car lots, as these were the ones most interested in by the drop-ins. 

* * * * * H: * 

I am confident that if the automobile manufacturers tied in a junking plan with 
their used-car exchange week plan, that it would be both beneficial to dealers and 
stimulating to business, as well as remove countless thousands of junk cars from 
the roads, 

* * * * * * * 
Some of our men think that the same amount of monej' expended by the fac

tories in a junker plan would have achieved greater results. 

Our association held a meeting this week, in which National Used Car Exchange 
Week was discussed. I t was their opinion that much benefit was derived from it, 
but if the dealers are going to make any money this year, a junking fund from the 
manufacturers will be absolutely nece.ssary, as they are taking a loss on their pres
ent junkers from S400 to $500 a month, with no sign of improvement. 

Under date of April 21, 1938, BiUletin No, 97, pertaining to various 
junking plans, was sent to presidents and sales managers of member 
manufacturers. Accompanying this bidletin was an enclosure in 
wluch reference was made to the study by the association of 30 differ
ent plans which, due to agitation for an automobUe jimking bounty, 
had been proposed to the Government and to industry. In the en
closure referred to, i t is stated that few of these plans are complete in 
specifying how all elements of a practical plan would be carried out, 
but that at least the elements of a practical plan should include the 
following: How a junldng fund shoiUd be raised; junking allowance 
per car; by whom the junldng fund should be administered; from 
whom junli cars should be purchased; control of junldng-fund expendi
ture; source of administration cost; by whom cars should be scrapped; 
ancl salvage. 

This enclosure refers to the four most publicized plans as those of the 
National Automobile Dealers Association, I n c ; L , J. Epps, president, 

" National Used Car Exchange Week, March 5-12,193S, is described in the section immediately following. 
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Consumer Steel Product Corporation; the MUwaukee Automotive 
Trades, Inc; and Joseph E, Parker, Studebaker dealer -of Butte, 
Mont, A brief summarj^ of each of these plans as described in the en
closure are as follows: 

NalioJial Autom.ohile Dealers Association, hic. plan.—Establish a motor-vehicle 
industry stabilization board with representation from factories, dealers, finance 
companies, and parts, accessory, and equipment manufacturera. Principal func
tion to be administration of following junking program: 

Approved yards to give demolition certificates to owners or dealei's when receiv
ing cars to be junked, good for S25 on purchase of new or used car from any dealer 
and on purchase of new car from factory by dealer. Yards to pay -Sl apiece for 
certificates. Parts salvage included, 

Epp's plan,—Form an automobile salvage corporation to buy all junk cars at 
SlOO and completely scrap them, salvaging metal only. To be subsidized b}' 
manufacturers, dealers, and parts suppliers contributing 2 percent of their pay roll 
and their employees 2 percent of their pay. Estimated annual fund -$500,000,000, 

Milwaukee plan.—Factories to credit dealers witli not less than 3 percent of their 
purchases at factory-delivered list, out of which fund dealers to draw junking 
bounties as follows: 

For 1930 models, $65; for 1929 models, S50; for 1928 models, $35; all older 
models, $25, (Complete plan covering other elements not yet announced,) 

Parker plan.—Government and factories to contribute equally to paying $40 
per car junked and allowing dealers to junk one for each new car purchased. No 
provision for salvage except scrap. Government might raise its share by increas
ing excise tax iy i percent. This would throw all of the bin-den on the new-car 
price. 

The files of the AutomobUe Manufacturers Association, Inc., con
tain a copy of a used-car junldng plan proposed by W, M, Packer, 
general sales manager, Packard Motor Car Co, Under this proposed 
plan, which is dated April 20, 1938, it is suggested that all automobile 
manufacturers set up a junking fund of 2 percent of the list price of 
automobiles sold, or $20 on a $1,000 car. Dealers woiUd be credited 
by the manufacturer for the junking of one car for each two new cars 
purchased from the factory. This credit would amount to $40 if the 
new-car list prices are $1,000 each. Cars and their more important 
units would be destroyed in the presence of factory representatives so 
thej'' would not be usable again and affidavits •with proof of title cover
ing each car junked would be required. In addition to the credit re
ferred to above, dealers would receive $5 to $7,50 accruing from the 
sale of scrap. 

On May 16, 1938, H, R. Cobleigh prepared a memorandum ad
dressed to Alfred Reeves which is entitled "Is junldng the best answer 
to the used-car problem?" In tins memorandum Mr. Cobleigh states 
in part that: 

Any junking program must be subsidized, but probably we are all agreed that 
we want the Government to have no part in it. I t is our problem and it is for us 
to solve. The only practical way for the industry to underwrite its cost is to 
include an allowance for it in the new-car price. 

Factories cannot produce cars unless dealers buy them. Dealers cannot "buy 
them unless they sell them. Dealers cannot sell them unless they bu}' used cars 
in trade. Dealers cannot sell used cars taken in trade without buying more and 
older cars and so on until they have junk cars for which no market is left but the 
junk yards. Junk yards cannot under present salvage conditions, including the 
sale of second-hand parts, pay more than $5 to $10 for a junk car and usually 
nearer or below the lower figure. To owners of sucli cars the}' are worth more 
than tlieir junk value and these owners will not trade them in for less than $25 to 
$50, So, to keep the process going, dealers have to take a loss of from $20 to .340 
on every junk car. 

If tlie m.anufacturers decide in favor of junking, the following is offered as a 
skeleton outline of the best plan yet studied. I t is the only one that has been 
tried out. I t was successfully operated on a small scale throughout 1933, being 
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abandoned at the end of that year on the ground that the dealer N, R. A, code, 
permitting the dealers to set prices on used cars, made it no longer necessary. 
Since the dealer code minimum aUowance was $25 its continuance would have 
been justified if more factories had been in it,^^ 

H , R, Cobleigh believes that any general demolition plan by which 
iisable parts of automobiles are salvaged and the remainder reduced to 
junk, should include the entire industry and that if General Motors 
Corporation, Ford Motor Co., and Chrysler Corporation undertook 
such a pla,n, the rest of the industrj^ would do hkewise. He suggested 
that should such a plan be undertaken, payment for obsolete cars 
could be derived from funds obtained by adding to the new car price. 

Mr. Cobleigh does not claim that any plan for paying dealers more 
than the value of junk cars will cause dealers to allow just what tliej^ 
can realize from these cars, but he does claim that such a plan will tend 
to eliminate junk cars from commerce and from the highways. 

Mr . Cobleigh referred to the fact that the consumer has been trained 
to expect liberal trade-in allowances for his used goods, and adver
tisers of various household commodities, such as radios, refrigerators, 
and other articles, often quote trade-in allowa.nces, regardless of the 
condition of the used articles, obviously in excess of their value. He 
is of the opinion that in view of such consumer framing, i t is doubtful 
whether i t would be practical to attempt to induce the bujdiig i^ubUc 
to accept the true value of their trade-in cars, and, if this cannot be 
done, then an attempt should be made to meet the situation in some 
other manner. 

SECTION 16. NATIONAL USED CAR EXCHANGE W E E K 

On February 9, 1938, at a meeting of the sales managers of the 
Automobile Manufacturers Association, Inc., with the advertising 
managers of the industry, including the Ford Motor Co,, and adver
tising agency representatives, Alfred Reeves, vice president and 
general manager of the AutomobUe Manufacturers Association, Inc , 
stated that a plan for a National Used Car Exchange Week had been 

. approved by the board of cUrectors of the Automobile Manufacturers 
Association, I nc , and that the board had referred the matter to the 
sales managers of the industry for further consideration and execution. 

On February 14, 1938, the Automobile Manufacturers Association, 
Inc , prepared a bulletin with reference to National Used Car Exchange 
Week, with which an enclosure entitled, "Auto Manufacturers to 
Expend $1,250,000 on National Used Car Exchange Week," was 
transmitted to sales managers. This enclosure reads, in part, as 
foUows: 

National Used Car Exchange Week, scheduled for March 5 to 12, is a coopera
tive plan which has been adopted by the automobUe industry to break the jam of 
used-car stocks. 

The program provides for an expenditure of $1,250,000 by manufacturers in 
newspaper, radio, and outdoor advertising and in other promotionaJ channels. 

I t represents a desire on the part of manufacturers to assist dealers to "trade 
down" the inventory value of used-car stocks by selling the public on the advan
tages of "trading up" to a better car—while stocks are high, prices are low. 

Local activities would be carried on by civic committees comprising city 
officials, autoinobile dealers, local businessmen, and representatives of newspapers 
and radio stations. 

» See "Highway safety plan e.x tended," this section. 
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Local promotion would center about a downtown "Buy-a-Better-Car" exposi
tion and used-car displays at dealer stores or lots. 

Provision is made for cooperative effort by newspapers, radio stations, and 
various industries allied with the automobile industry. 

Management.—National Used Oar Exchange Week was under the 
general du-ection of the N. W. Ayer & Son, Inc., Advertising Agenc3^ 
Funds were raised by assessing the manufacturers, including the Ford 
Motor Co., on the basis of their dollar volume of business for the year 
ended June 30, 1937, and each manufacturer was assessed his propor
tion of tbe $1,125,883.21 which was expended for the campaign. 

The final accounting of National Used Car Exchange Week, as 
shomi by AutomobUe Manufacturers Association, Inc, BiUletin No, 
35, of July 5, 1938, was as foUows: 

The total cost of the campaign was $1,125,883.21, which represents a saving of 
$124,116,79 over the original budget of $1,250,000, Of the total cost, $1,073,090.37 
went for newspaper space, radio time, and outdoor billboards. The remainder of 
the total was $52,792.84, whicli went for mechanical expense and which breaks 
down as follows: 

Cost of publicity- $6, 438, 10 
Outdoor paper and transportation 15, 938. 45 
Preparation cost 5, 540. 00 
Newspaper plates 24, 679, 29 
Administration 197. 00 

Total mechanical 52, 792. 84 
You will note that the total mechanical figure is $485.40 less than the total 

given j'ou in our letter of April 15, This is occasioned by the fact that cash 
discounts, in some cases, were not taken into consideration at that time. 

The amounts for whieli each comiDany is responsible, under the revised alloca
tion supphed in your letter of April 5, line up as follows: 

Ford 
Chrysler 
General Motors.. 
Hudson 
Hupp -
Nash. 
Packard 
Studebaker 
Willys-Ovcrland. 

Total. 

Reallocation 
of total cost 

$23.1, R9S. 
aas, 750. 
463.051. 
27, 510. 

437. 
20, S12. 
40, 402. 
2-',, 893. 
13, 46C. 

Net total 
billed to 
manufac

turers 

.$218. 
304, 
4Ci-1, 
29, 

22. 
4L 
2fl, 
15, 

nis. 73 
811.43 
422. 49 
557. 83 
619. 23 
441. 01 
15% 69 
648. 73 
2U.04 

Debit.^ ( - ) 
and credits 

(+) 

-$17,(iS0. 08 
+5, 060. 66 
- l - l , 370. 71 
+2, 047. 77 

-1-181. 26 
+1,028. 72 

-1-600. 59 
+4, 965. 78 
+1, 744. 89 

1,125,883.21 1,125,883.21 

Benefits of National Used Car Exchange Week.—On March 21, 1938, 
an interofnce memorandum from Mr, Bryce, to Mr. Reeves, of the 
AutomobUe Manufactmers Association, Inc., was prenared with 
reference to the results of National Used Car Exchange Week. Tliis 
memorandum reads in part as follows: 

Study of all available data relating to the results of the used-car campaign 
reveals that the only Nation-wide figure tliat even carried the semblance of 
reliability are those which have been released by the Ford Co. covering its dealers. 

Ford dealers are reported to have sold 57,894 used cars valued at $14,327,589 
during the week of the campaign. In the process, their used-ear inventory was 
reduced by 22,804 units. 

If we assume that Ford dealers were representative of the entire industry, we 
would be justified in multiplying Ford results by a factor of 7.41. This would 
result in the following figures for the entire industry—428,974 cars sold; $106,163,-
070 value; reduction in inventory, 168,948 cars. 
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In. the montli of Februaiy, Ford dealers sold 67,733 used cars or 18,6 percent 
of the total sold by all new-car dealers. I f we assume that Ford's share of the 
used-car business during the week of the campaign was no larger than it had been 
in Februarj', we can justify the following estimates for the entire industry—308,756 
cars sold; value, $76,411,000; reduction in inventory, 121,621 units. 

Last year the Ford Co. sold 23 percent of all new cars sold in the United States, 
If their sales during the used-car campaign were in the same proportion as their 
new-car business last year then the following estimates for the entire industry 
are justified—250,862 ears sold; value, $62,084,000; reduction in inventory, 98,817 
units, 

A, D, N , reports used-car sales during the campaign week for 11 cities (Detroit, 
Seattle, Boston, San Antonio, Hartford, Bridgeport, South Bend, Kansas City, 
St, Louis, Harrisburg, and Washington) at 14,814. The population of these 
cities is approximately 5,150,000, or 7 percent of the total urban population of the 
United States, I f we assume that sales in all cities throughout the United States 
were as good as they were in tlie 11 cities reported on, then the campaign accounted 
for the sale of roughly 200,000 cars. 

Dealer reaction to National Used Car Exchange Week.—Various 
dealer associations ŷ Tote to the Automobile Manufacturers Associa
tion, Inc, with reference to the benefits of National Used Car Ex
change Week, and the following copies of communications appear to 
be representative. The Omaha AutomobUe Trade Association, Inc, 
mider date of March 21, 1938, wrote as follows: 

A canvass of the dealers in Omaha would indicate that there was a used-car 
inventory reduction during the National Used Car Exchange Week of approxi
mately $36,100, and 89 units. 

We staged an outdoor used-car show on the sidewalks around the county 
courthouse, which is located right downtown in Omaha, We have a very wide 
sidewalk around the courthouse, which permitted this without interruption of 
traffic. We had a good deal of newspaper ballyhoo, as well as music, etc. The 
dealers feel that this was very helpful, and most of them sold some of the units 
that they had in this exlfibit. We also procured permission from the city to 
display a used car on the sidewalk next to the curb in each dealer's place of business 
during the week. 

I t is the general consensus of opinion that the week was beneficial, not only from 
the standpoint of the volmne of business actually obtained, but that there will be 
splendid accumulative results. People were made used-car conscious, and par
ticularly our outdoor show brought a realization to many people of the very 
splendid units available in used-car inventories. 

On March 16, 1938, the Arizona AutomobUe Dealers Association 
wrote the AutomobUe Manufacturers Association, Inc, as follows: 

Referring to your letter of March 14, relative to the success of National Used 
Car Week in Arizona, a survey of the dealers throughout the State indicates that 
10 percent of their total sales were clean deals, I do not have at hand the actual 
number of cars sold nor their volume, 

Tucson and Phoenix dealers opened National Used Car Week with parades in 
their respective cities on Saturday morning, March 5, each dealer displaying two 
cars cleverly decorated with signs dealing with the fate of these cars. The 
parade was well advertised in advance, and ended at an advertised point just out
side the city limits, where the cars were piled high one on another. In the early 
evening, before a huge audience, tiiey were burned. 

I t is my opinion that this advertising feature, was well worth the venture, and 
obtained worthy results. 

The Des Moines AutomobUe Dealers Association, Inc, reported to 
the Automobile Manufacturers Association, Inc, under date of 
March 18, 1938, as foUows: 

Replying to your circular letter dated March 14, beg leave to report in per
centages only, due to the failure of most of the nonmember dealers and some 
meniber dealers to report their results but the following is based on actual figures 
furnished by those new-car dealers reporting: 

(A) Sixty-six percent increase in number of units sold March 5-12, 1938, over 
like iDcriod in 1937, 
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(B) Eighty-six percent increase in dollar volume over like period in 1937. 
(C) Fifty percent plus of deals were clean—no trade-ins. 
We used the bonfire; a billboard (24 sheet) on a conspicuous downtown corner, 

listing names of participating new-car dealers and using the insignia; a motor
truck hauling a sample used car to be burned, carrying suitable banner signs, 
traveling the streets for 4 days following a loud spealcer sound unit; a judicious 
amount of individual dealer advertising space in classified columns: used bombs 
and fireworks during the bonfire, etc. 

Our activities were very eft'ective and every dealer is very well satisfied with 
results. 

Been suggested, to repeat annually, or even semiannually, 
Genera.l impression on buyers, difficult to determine aside from effect already 

jllustrated by actual sales made. 

There are many more letters in the files of the Automobile Manu
facturers Association, Inc., from dealer organizations in which the 
benefits of the used-Car week are described. 

In a special bulletin by the AutomobUe Manufacturers Association, 
Inc., dated March 18, 1938, reference was made to the approval of 
National Used Car Exchange Week as an outstanding success by 
aiitomol^ile-dealer associations. An excerpt from this bulletin reads 
as follows: 

The total number of ears sold and the dollar volume are not yet available, but a 
careful estimate indicates a sale in 12 days by dealers of 150,000 to 175,000 
vehicles, or an average of 4 cars for each of the 46,000 dealers. 

SECTION 17. ASSOCIATION CONTACTS WITH DEALERS 

Alfred Reeves, -vice president and general manager of the Automo
bile Manufacturers Association, Inc, is of the opinion that all groups, 
whether of manufacturers, dealers, or consumers, should have com
mon meeting grounds and their several associations should be con-
tmiied. This appUes to the National AutomobUe Dealers Association, 
the AutomobUe Manufacturers Association, Inc., and the American 
AutomobUe Association as well as to State or local associa.tions or 
organizations, 

Mr. Heeves believes that most of the motor-vehicle manufacturers 
have changed or modified their policies toward their dealers in one or 
more respects, although some manufacturers have been more liberal 
with regard to such changes hi policy than others. He referred 
particularly to the dealers' relation board of the General Motors 
Corporation as being helpful to dealers and havmg great possibilities. 

Dealers' problems.—Representatives of the Automobile Manufac
turers Association, Inc, attend dealer meetings, where they answer 
questions pertaining to dealer problems and convey complaints to the 
manufacturers, and it is Mr, Reeves' opinion that the association has 
been helpful to dealers in connection with problems involving manu
facturer-dealer relations. 

On February 9, 1938, bulletin No. 88 was issued by the association. 
This buUetin is entitled: 

Dealer Associations of Virginia, Maryland, Delaware, District of Columbia, 
Philadelphia, Newark, Brooklyn, and New York Appreciate Conferences on 
Factory-Dealer Relations with Association's Representatives. 

Bulletm No. 88 was accompanied by a report entitled: 
Dealers Present Problems of Distribution to Representatives of Manufacturers, 

Association. 
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The report, which accompanied bulletin No, 88, was prepared by 
Alfred Reeves, vice president and general manager of tl: e association, 
and describes in considerable detail problems presented by dealers at 
these meetings. 

With reference to the association's policy with respect to dealer 
problems, the report reads in part as follows: 

At these various meetings scores of dealers representing every motor-vehicle 
manufacturer and every make of car were present, and in each instance we were 
informed that their viewpoints reflected generally motor-vehicle dealer opinion 
in their respective iStates and cities. 

At the outset of all of the meetings it was evident that motor-vehicle dealers, 
in discussing their problems and the parts which they wished the manufacturers 
to plaj' in solving tliese problems held the opinion that the manufacturers were 
accustomed, through the medium of Automobile" Manufacturers A.ssociation to 
unite and coordinate their efforts for common objectives presumably beneficial 
only to themselves. 

In consequence every meeting was prefaced with an explanation that in the 
formation of its merchandising policies and practices and in its relationship to 
wholesale and retail dealers, each and every motor-vehicle manufacturer, whether 
a member of Automobile Manufacturers Association or not, pursues and always 
will pursue an independent course which, in its judgment is best suited to produce 
beneficial results. 

I t was further emphasized that neither Automobile Manufacturers Association, 
nor any of its representatives had any power at any time to obligate motor-vehicle 
manufacturers, collectively, to any course of action without a definite and formal 
resolution on the subject by the board of directors, and that such resolution 
would then only be applicable to the members of the organization and could not 
in any way affect the pohcies and practices of a nonmember such as the Ford 
Motor Co, 

With a thorough understanding of these premises therefore, every dealer at 
each one of the meetings came to a full realization that, so far as any of his own 
problems or grievances against factory policies were concerned, they would, of 
necessity, have to be taken up directly with the factory that he represented and 
could not be subjected to the concerted action of all members of the motor vehicle 
manufacturing branch of the industry, either through Automobile Manufacturers 
Association or otherwise. 

The report contains a resume of the more important questions 
raised by dealers, as follows: 

I . Are the factories cognizant of dealer unrest and financial hardships caused 
bj ' multiple dealerships and, if so, are they considering any constructive steps to 
alleviate this condition? 

I I . Should dealer contracts be liberalized by the addition of provisions providing 
for closed territories with infringement penalties, cancelation for cause only, and 
a definite time limitation? 

I I I . Do tlie various manufacturers give active consideration to the establish
ment of sa.les potentials in order to avoid forcing or glutting the market? 

IV. Is the present dealer discount—amounting to a mark-up of 33Ĵ  percent 
or a mark-down of 25 percent—adequate in amount, in view of the fact that 
there is no mark-up on freight, handling, advertising, etc., and in consideration 
of added handling charges in the form of Federal and State social-security 
taxes, etc.? 

V. Are manufacturers taking active steps to prevent the bootlegging of new 
cars? 

V I . Should any of the used car "junking" plans that had been advocated from 
time to time be put into operation? 

V I I . Is there any plan, such as a used-car appraisal-bureau sj"stem, which 
would work effectively to curb exorbitant used oar losses iu the larger trading 
areas of this country? 

V I I I . Why shouldn't the manufacturers help in the u,sed-car problems? 
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These questions, as well as others raised by dealers, were discussed 
in the report from the standpoint of the dealers, and after this dis
cussion the report concluded as foUows: 

FACTORY C0^'S1DER.'^.T10N E S S E N T I A L 

Motor-vehicle manuf.acturers must individually determine whether or not the 
ciuestions regarding factory-dealer relations raised in this report have any bearing 
upon their own activities in the States and cities noted. 

In like manner each manufacturer must determine whether the recommenda
tions of the dealers as to the betterment of factory-dealer relations are worthy of 
consideration and should be more thoroughly investigated with a view to their 
possible adoption. 

The questions raised by the dealers and the answers which they have suggested 
for their solution and the part which the factories should play in such solutions 
clearly indicate a state of unrest which in the long run can hardly be advantageous, 
eitlier to the dealers or their factories, if the troubles which tliey imply are not 
removed. This consideration is aside from responsibility for the problems or 
soundness of the dealers' suggestions for their solution. 

Apropos of these observations, we are informed that to date only one of the 
manufacturers has made an intensive study of motor vehicle retailing conditions 
in the Seattle, Wash., area from its individual standpoint, as based upon the 
general findings of the association's representative as reported to member com
panies, October 19, 1937, 

Likewise, the Automobile Dealers Association of Indiana have complained 
that manufacturers have failed to give any attention to dealer problems existing 
in that State and have ignored the constructive recommendations which they 
developed, as reported to you in our letter of November 16, 1937, 

Contracts.—The minutes of the sales managers committee meeting 
of August 21, 1934, contain a recommendation by the committee 
that members give careful consideration to their contracts for the 
year following in order that they will be written in such a way as to 
aUow freedom of action in negotiatmg with their dealers. This rec
ommendation was with reference to the position of manufacturers in 
relation to the National Industrial Recovery Act Dealers' Code, 
The section of the minutes pertaining to this matter reads as follows: 

I t was decided that the question as to whether or not manufacturers should 
have any part in enforcing the dealers' code was a subject which could only come 
under the jurisdiction of the director's of the National Automobile Chamber of 
Commerce. The committee makes the reconunendation, however, that all 
members give careful consideration to their contracts for next year in order that 
they will be written in such a way as to allow freedom of action in negotiating 
with their dealers. 

The committee voted unanimously against cancelation of fleet buyers' contracts 
which were made following a specific agreement with the Motor Vehicle Retailing 
Code Authority, which was covered by National Automobile Chamber of Com
merce Bulletin G-1665 dated January 12, 1934. 

A reference to the Uberalization of dealer contracts appears in 
Legislative BuUetin No, L-128, dated November 15, 1938, This 
buUetin refers particiUarly to the dealer licensing laws of Wisconsin, 
Iowa, Nebraska, and Oliio, and contains the following subheading: 
"Vohmtary cooperation rather than governmental regulation in 
factory-dealer relations gaining favor," 

Paragraph 4, which refers to liberalizing dealer agreements, reads 
as follows: 

Reaction against St.ate motor-vehicle licensing laws for dealers because of 
concern over the implications and possible consequences of governmental regula
tion a.nd control over motor-vehicle retailing has set in rather generally through
out the country in recent weeks. Without question the many steps which most 
of the factories have taken to liberalize their contracts with dealers have convinced 
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the latter that more will be gained by voluntary cooperation between the parties 
•concerned than by governmental mandate in the betterment of factory-dealer 
relations. 

Withrow resolution.—Under date of December 10, 1937, a general 
letter was sent to member presidents and sales managers by the 
AutomobUe Manufacturers Association, Inc, the first paragraph of 
which reads as follows: 

Executives of man)' companies believe that the Congressman Withrow (Wis-
•consin) resolution calling for a Federal Trade Commission investigation into 
automobile manufacturer-dealer relations should be welcomed by manufacturers 
because the industry has nothing to conceal and believes its present method of 
marketing motor cars is in the public interest. 

This letter referred to a meeting of the executive committee on 
December 16 which had been caUed by President Macauley in order 
to make proper preparation to present the manufactm-ers' viewpoint 
before the subcommittee of the Interstate Commerce Committee of 
the House of Representatives on December 17. The purposes of the 
investigation as outhned in the resolution were set forth, a.ncl sugges
tions from the members of the association which they believed would 
be helpful to President Macauley were solicited. 

171233—30-



CHAPTER III. THE NATURE AND BASIS OF MANUFACTURER-
DEALER RELATIONS 

SECTION 1. EVOLUTION OP MOTOR-VEHICLE DISTRIBUTION 

Nature and scope of discussion.—The evolution by which the func
tions performed by the automobile retailer have developed from those 
of a manufacturer's agent, with little or no investment in place of 
business, service equipment, stock of automobiles, repairs and acces
sories, to those of an independent merchant employing from a few 
thousands of dollars for the smallest dealers to half a miUion dollars 
or more for the largest dealers has been accompanied by very sei-ious ^ 
economic and legal results. For the purposes of this report, however, j 
i t is unnecessary to do more than indicate some of the principal 
changes that have taken place and then proceed directly to a discus- I 
sion of the agreements signed between manufacturers and dealers 
which, along with practices that have become customs of the trade, j 
serve as the basis for manufacturer-dealer relations. A comparative j 
analysis of the principal subjects covered in the dealer agreements 
of the principal manufacturers is the subject matter covered by this i 
chapter which is followed by other chapters that discuss in detail many 
of the policies and practices that have come to have practicaUy the' * 
standing of customs of the trade respectmg manufacturer-dealer I 
relationships. .3. 

Developinent of motor-vehicle distribution.—It is important to note 
that the period during which the automobUe industry grew to its 
present size was relatively short. For a number of years beginning 
about 1900, manufacturing companies were relatively small but quite 
numerous. Their indiAddual productions often did not amoimt to 
more than a few hundred cars per year. During this period, the sale 
of automobiles was largely accomplished through manufacturers' 
agents who handled cars on consignment, and whose investment often 
included no more than the agent's personal car which he used as a 
demonstrator. The prices of automobUes were relatively high and 
sales volume was small, but the dealers' margins in the form of com
missions were relatively large. 

Development ofvjholesale ageiicies.—This form of distribution did not 
prove satisfactory for several reasons. Wider ten-itorial distribution 
required more extensive wholesaling organizations to handle the ever-
increasing number of retaUers. Also, the automobUe required special 
service to keep it in good mechanical operating condition. Auto
mobUe manufacturers generally had relatively smaU capital resources 
which were largely invested in factories, raw materials, and production. 

"V îth automobiles increasing in public demand, the manufacturer's 
principal problem was that of building enough machmes to supply his 
trade. "While this condition prevaUed, expansion of producing facUi-
ties often was- more important than development of a controlled 
wholesale organization. Therefore territorial expansion of market 
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"was often sought by giving the wholesale franchise to independently 
owned distributors who combined in their operations both whole
saling and retailing in their respective territories. These independ
ently owned distributors sold at retaU from their respective places 
of business and also entered into agreements with other independent 
persons or corporations who sold at retail in specified territories. 

An outstanding instance of this tj^pe of distribution was that of the 
Everitt-Metzger-Flanders Co., manufacturers of the E. M . F, auto
mobile, which, prior to 1910, contracted with the Studebaker Bros. 
Manufacturing Co. of South Bend, Ind., to purchase and distribute 
the output of the Flanders Co, through Studebaker's national 
distribution organization buUt up over a period of many years to. 
handle Studebaker wagons and carriages. This arrangement had the. 
advantage of giving the Flanders Co. a ready-made distribution 
organization but, at the same time, had the disadvantage that, 
the Flanders Co. lacked control over the seUhig acti-pities of its 
distributor. Somewhat later, factory production exceeded sales by 
the Studebaker Bros. Manufacturing Co. and the latter refused to take 
more automobUes -with the result that the factory had no immediate 
outlet for further production. 

After a period of litigation in which the Everitt-Metzger-Flanders 
Co. attempted to force the distributors to take cars, the Studebaker 
Corporation was formed in February 1911, as a consolidation of 
Studebaker Bros. Manufacturing Co. and Everitt-Metzger-Flanders 
Co.' The new company combined both the manufactm-ing and dis
tribution interests of the two companies. At the present time Stude
baker Corporation carries on wholesale distribution both through its 
owned branches and through independent distributors. 

Over , a period of from 20 to 30 years the wholesale distribution 
systems of the different manufactmers as they exist today have been 
developed. Som̂ e manufacturers built up distribution organizations 
combining in varying degrees owned wholesale branches, often in con
nection with local assembly plants owned by the manufacturer, and 
independent wholesale distributors. Some make large use of owned 
branches while others depend largely upon numerous independently 
owned distributors who generally combine in their operations local 
retailing in the city in which they are located and wholesale distribu
tion in a larger territory surrounding the distributor's retaU operations. 
The greater part of these developments occm-red between 1900 and 
1920, 

Expansion of retail functions.—During the period from 1900 to 1920 
the functions performed by retailers were imdergouig radical changes 
by which the retailer ceased to be the manufactm-er's agent and be
came an independent merchant. The need of automobile owners for 
special service to keep their macliines in operating condition led to the 
establishment of garages and service stations, often owned and oper
ated in the early days by the same men who sold automobUes as manu
facturer's agents. Thus the manufacturer's agents acquhed with their 
own capital places of business which could also be made to serve as 
display and salesrooms for automobUes. 

In some instances cars so placed on display were sold on consign
ment from manufactm-ers, and m other instances they were purchased 
outright from the manufacturers by the dealers. The manufacturer's 

' Moody's, 1912, p. 3622. 
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need for cash, previously mentioned, appears to have swung prevaiUng 
practice in the direction of outright purchase by the dealer. Thus, 
although in some cases the agreement under which the retaUer sold 
automobiles continued to be, in foi-m at least, an agency contract be
tween the manufacturer and the retaUer, the retaUer's position was 
gradually becoming that of an independent merchant. For instance, 
as late as 1917, the contracts or agreements between Ford Motor Co. 
and its dealers were, in terms, specifically contracts of agency under 
which title to the automobUes handled by the dealer remained in the 
Ford Co, untU the machines had been sold by the dealer. The dealer's 
functions, however, had been so extended that in a case initiated in 
1917 a Federal court declared in its opinion that although the dealer 
agreement was in form a contract of agency, it was essentially a con
tract of absolute sale.̂  

Basis of dealer payment for new cars.—A survival of the system of 
agency distribution and of the manufacturer's need for money in the 
early days of the industry with which to continue manufacturing oper
ations appears to be the requirement that dealers shall pay cash f. o. b. 
factory or manufacturer's wholesale delivery pomt, or on the basis 
of sight draft, bUl of lading attached. With the transition of the 
retaUer from a manufacturer's agent to an independent merchant, 
this requirement was retained as the custom of the trade and has 
become an important factor in both manufacturer-dealer and manu
facturer-finance company relations, 

UntU about 1915 the dealer's principal sources of cash for the pur
chase of automobUes was the dealer's own capital and his abUity to 
borrow at local banks. Bankers generaUy discouraged the sale of 
automobUes on time, and lack of capital on the part of dealers limited 
the dealer's ability to grant credit to customers. Time sales were 
necessarUy made largely on the basis of notes that the dealer could 
discoimt at his local bank. . 

About 1915, however, the success of instaUment seUing in other lines 
led manufacturers to give consideration to such selhng as a means of 
increasing automobile sales. This resulted in the development of 
automobUe time sales financing as i t is at present known. 

At first there was no past experience upon which to judge the extent 
of risks involved. Some manufacturers, therefore, paid to finance 
companies substantial sums of money over and above the finance rates 
charged by the finance companies to automobUe purchasers. Auto
mobUe financhig through the pm-chase of installment contracts in
volved in retaU sales to customers proved highly profitable to the pio
neering finance companies. The next step was to extend the financing 
activities of such companies to the wholesale financhig of cars on 
dealers' showroom fioors. 

The profitableness of automobUe financing promptly attracted to 
the busmess numerous finance companies that would purchase both 
dealers' wholesale paper and consumers' installment paper without 
pa.j'-ment or subsidy'" from the manufacturer. StUl later each of the 
three largest manufacturers, namely. General Motors, Chi-ysler, and 
Ford, became interested financially in a finance company of its own. 
At the present time, however, only General Motors owns outright its 
own finance company. 

2 Ford Motor Co. v. Union Moior Sales Co. et al. (244 Fed, 156). 
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After the dealer has established a Une of wholesale credit with a 
finance compa.ny, it becomes a simple matter for the finance company 
to act as the dealer's agent in settling promptly with the manufacturer 
for cars as they are shipped to the dealer. As this fits well mto the 
manufacturer's requirement that cars shall be paid for as shipped, 
many finance companies maintain representatives at factories and 
factory-branch points to handle this business. In turn, manufac
turers recommend that their dealers use the wholesale financing 
services of large finance compames whose volume of - business is 
sufficient to maintain such factory-point representatives. Among 
manufacturers who owned then- own finance companies this recom
mendation became practically a requirement that the dealers deal 
through the manufacturers' afiiUated finance company. 

This requirement on the part of the leading automobile manu
facturers was made a matter of inquiry by the Department of Justice 
in 1937, with the result that criminal proceedings were instituted 
against the General Motors Corporation, General Motors Acceptance 
Corporation, the Chrysler Corporation, Commercial Credit Co,, 
Ford Motor Co., and the Universal Credit Corporation, in the District 
Court of the United States for the Northern District of Indiana in 
May 1938, The case against General Motors Corporation and the 
General Motors Acceptance Corporation is still pending, but the other 
defendants entered into provisional consent decrees in November 
1938,̂  whereby the manufacturers were required to permit any finance 
company to participate in the financing of automobiles by retail-
dealer customers and to furnish the same information to such finance 
companies as had been furnished and was being furnished to the 
favored finance companies in the past; and the manufacturers were 
further required to not discriminate among their dealers in any man
ner for the purpose of influencing the dealer to patronize the favored 
finance company, or any finance company; nor to further continue 
any contract or agreement with any dealer winch requhes the dealer 
to patronize any particular finance company or to otjserve any plan 
for financmg the purchase and sale of automobiles designated by the 
manufacturer; and the manufacturers were further required to not 
cancel or terminate any franchise with any dealer, or to threaten to do 
so, because of the failure of such dealer to patronize any particular 
finance compa.nj', 

T̂ vo periods of development in manufacturer's distj'ibution.—As long 
as the principal problem of manufacturers whose products won pubhc 
favor was the production of enough automobiles to satisfy pubhc 
demand, the principal duty of the manufacturer's sales manager was 
to apportion available production to retailers. This situation 
appears to have prevailed quite generally until after 1920. With 
resumption of pleasure-car manufacture after the war, however, this 
situation gradually changed, and i t became easier to make cars than 
to sell them. The depression of the early twenties accentuated this 
situation, both with respect to new cars and with respect to used cars 
taken in trade. Many dealer failures, due to the freezing of dealer 
capital in inventories of used cars for which ready market could not be 
found, and which depreciated rapidly in value in the hands of dealers, 

> U. S. V. Ford Motor Co. et al„ civil No, 8, in District Court of the United States, Northern District of 
Indiana, U. S. v. Chrysler Corp. etal,, civil No. 9, in District Court of the United States, Northern District 
of Indiana. 
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caused the principal manufacturers to give greater attention to the 
used car as a factor in the sale of new cars. 

From this time on, manufacturers were compelled to give increasing 
attention to selUng automobiles. Prior to 1923 the outstanding 
manufacturers, in point of size, were General Motors and Ford. 
After 1923 Chiysler began to stand out as a thhd rapidly developing 
large manufacturing organization, basing its appeal to pubhc favor 
on style and performance of its products. Other manufacturers 
began to give more ancl more attention to style and performance, 
particularly in the lower-priced cars. Ford was the last to engage in 
this form of manufacturers' competition in 1928, when the model A 
was substituted for the outmoded model T. 

From 1926 onward competition in performance and appearance 
became a most important factor in the improvement of automobiles, 
especially in the lower-priced and medium-priced classes. Model 
changes in which more and more power, speed, and safety were built 
into cars, and body styles hkewise changed annuaUy to appeal to the 
eye and exploit the customers' desire for the latest model, became 
characteristic of the automobUe industry. In this connection also i t 
is to be noted that high-priced cars were the first to approach the 
saturation point, as evidenced by stability in the number of new cars 
sold as sales went on a replacement basis. During the period, volume 
sales of low- and medium-priced hues became the backbone of the 
production of all successful large manufacturers. GraduaUy these 
lines, too, approached the basis of sales of new cars equaling replace
ments, and each manufacturer turned his attention to holding and 
increasing his proportion of total registrations of new cars in each 
price class m which he manufactured. 

The manufacturer's interest in denier operations.—-The manufac
turer's interest in the activities of his dealers centers about the fact 
that the dealer is his direct seUing contact with the public. The manu
facturer is directly interested in ha\dng each of his dealers give ade
quate representation to the products handled. The practice has 
grown up for manufacturers to msist that then- dealers shaU not handle 
competing automobiles, accessories, or rep.air parts made by other 
manufacturers; in other words, that the dealer shall give exclusive 
representation to one manufacturer's line. 

Since the dealer normaUy is the manufacturer's direct contact with 
the purchaser, the manufacturer becomes vitally interested in the 
volume of his product sold by each of his dealers. For this reason 
he is interested in the quahty of salesmanship maintained by the 
dealer and in order to keep dealers keyed up to the point of obtaining 
maximum volume of sales, periodic quotas or estimates are given to 
dealers; and manufacturers' representatives, by frequent contacts, 
attempt to stimulate dealers to the point of putting forth maximum 
efforts to attain such quotas. The least that a dealer is ex-pected to 
do is to sell enough new cars to maintain his manufacturer's percentage 
of new car registrations in the area in which the dealer operates. 

As previously indicated, the vital relationship of trade-ins to volume 
of sales and to the profits of dealers makes this also a matter of interest 
to the manufacturer. Since volmne of sales is the manufacturer's 
primary interest in each dealer's operations, the position taken with 
respect to the dealer's trade-in policy and pracUce is likely to be one 
favoring the giving of high trade-in aUowances rather than that of 
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recommending conservative trade-ins that might mean loss of sales 
to other makes of automobiles. 

Manufacturers are also interested in the matter of prices at which 
retaUers seU their products. In general, the position taken by the 
manufacturer is that his product shall be retailed at the lowest possible 
price consistent with reasonable profit and permanence among his 
retailers. Formerly i t was the practice of manufacturers to advertise 
widely to the pubhc the prices of automobiles f. o. b, Detroit or other 
manufacturing point. For a number of years it was customary in 
the industry for the automobile manufacturers to advertise (in various 
newspapers and magazines, price lists, etc), the f. o. b. price for 
passenger vehicles so Ulustrated or described in such advertisements 
as to convey the impression m the minds of members of the purchasing 
public that fully equipped cars so iUustrated or described might be 
purchased complete and ready for operation at the factory or delivei-y 
points for the prices designated and featured in the advertisements. 
These prices, however, generally did not include the fiiU equipment 
normally sold with automobUes and usuaUy referred to the cheaper 
models whereas the expensive models were displayed or illustrated. 

There had been agitation in the industrj'- for a reform of these 
advertising practices and the Commission made a full investigation 
of this industry practice. All of the passenger car manufacturers 
except General Motors, Ford Motor Co., and the WUlys-Overland 
Motors, Inc., entered into stipulations with the Commission and 
agreed to discontinue this practice. The General Motors Corpora
tion, Ford Motor Co., and WUlys-Overland Motors, Inc., refused to 
enter into a stipulation, and the Commission issued complaints 
against these three corporations, charging them -with false and mis
leading advertising in violation of section 5 of the Federal Trade 
Commission Act in the use of the practice described above. In 
July 1938 the WiUys-Overla.nd Motors, Inc., filed an answer admitting 
the material aUegations of fact in the complaint and an order to cease 
and desist was issued by the Commission, The proceedings on the 
Commission's complaints against General Motors and Ford were 
pending before the Commission at this time (1939), 

Wherever this practice was followed by automobUe manufacturers, 
it was impossible for the prospective customer to figure the price 
that he would have to pay for an automobile in the locahty where 
he lived by adding to the f, o. b. price at Detroit an amoimt sufficient 
to cover transportation. The difficulty faced by customers in this 
respect opened the way for the possible padding of the price by the 
dealer by the inclusion of charges other than those hsted by the 
manufacturer for accessories, services, advertising or other charges. 
The practice of padding by dealers, hi arrivhig at cash selling 
prices, however, is generally discouraged by the manufacturer on 
the basis that such practices increase the price of automobiles to the 
•customer. Likewise the practice of dealers padding in a similar 
manner the finance charges that are added to the cash price in 
time sales is also generaUy frowned upon by manufacturers for the 
reason that such padding increases the prices paid by installment 
buyers. _ _ . , 

Services performed by dealers.—The services of the retaU automobile 
dealer are by no means discharged when he has successfully made the 
sale of an automobile. In connection with that sale, he has obhgated 
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himself, under the plans of the various manufacturers, to give periodic 
inspections during what is knowm as the free service period. The 
object of tins service, which is given .at the direction of the manu
facturer, is to see that the automobile is properly cared for during its 
initial period of sei-vice, thus forestalling possible consumer complaints 
by the correction of any poor adjustments that might exist in the 
machine's mechanism and of effectuaUy carrying out the manufac
turer's standard warranty respecting the replacement of defective 
parts. 

After the warranty period has expired, the dealer's responsibUity 
for maldng repairs and services becomes a matter largelj^ between 
himself and the customer. The manufacturer, however, stUl con
tinues to have a direct interest m the services given by the dealers 
as a means of creating customer satisfaction that will result in repeat 
orders for new cars of its manufacture. Therefore, the dealer con
tinues to perform a distinct ser̂ dce for both the manufacturer and 
the customer after the warranty period has expired. 

The automobile manufacturers express an interest m repair ser̂ dces 
not only as to the quahty of mechanical attention given the cars, but 
also to the type of repair parts sold by the dealer and installed in 
connection • with his repair services. In general, the position taken 
by the manufacturer is that his dealers shaU not use any parts other 
than those manufactm-ed or approved by the automobile manufac
turer. All other parts are regarded by the automobile manufacturer 
as "foreign," "pirate," "gyp," "bogus," or "counterfeit" parts, the 
use of winch, it is claimed by the automobUe manufacturer, may result 
in consumer dissatisfaction detrimental to the manufacturer's interest. 
Automobile manufacturers insist that dealers shall handle exclusively 
repair parts, and often accessories, manufactured or approved by the 
automobile manufacturer for use with his products. 

In addition to these services performed by the retaUer which affect 
both the customer's and the automobile manufacturer's interests, the 
retaUer normaUy carries on a merchandising business in the sale of 
accessories, oU, gasoline, and automobile suppUes other than those 
normally furnished by the automobUe manufacturer. However, 
there has been a steady decrease in the number of accessories handled 
by automobUe dealers, the manufacture or the distribution of which 
is not controUed by the manufacturers of automobUes. Thus, auto
mobUe manufacturers are gradually gaining control of the merchan
dising of accessories by then- dealers and restricting the number of 
outlets available to other manufactm-ers and distributors of accessories. 

Dealer supervision by manufacturers.—The amount of supervisory 
contacts maintained by manufacturers over their retaUers in the 
automobile industry is considerably greater than in most lines of 
business. Tins supervision includes a close check on dealer activities 
through periodic reports of cars sold and in stock, orders, and, especially 
by the largest manufacturers, monthly reports covering balance sheets 
and profit and loss statements which are studied by the home office. 
Special importance attaches to periodic, sometimes weekly, reports 
of sales and stocks of both new and used, cars which are used as the 
basis for checking the individual dealer's performance in relation to 
his sales estimates or quotas, and of ascertaining his financial position 
with respect to used car inventory and operations. In addition, the 
manufacturer's sales and service representatives make periodic visits 



REPORT ON MOTOR VEHICLE INDUSTRY X13 

to inspect the dealer's premises, displays, stocks of new and used cars, 
parts and accessories, new and used car merchandising and service 
organizations and operations and, in general, advise dealers regarding 
matters such as accounting, personnel, sales and servicing organiza
tion, activity and management which, in the opinion of the manu
facturer's representatives, wUl enable the dealer to increase new car 
sales. DetaUed attention is given to dealer location, lay-out of sales, 
repair and service areas and facUities, appearance and cleanliness of 
place of business, dress of employees, and their attitude in meeting 
the public. 

The resiUts of these surveys are made matters of reports to the 
main or zone branch ofiice hy the representatives following each call 
at the dealer's place of busmess and become the basis for judging the 
quality of the dealership and later for recommendations to the dealers 
from sales, service, used-car and consumer-relations supervisors at the 
manufacturer's main or zone branch offices. 

The nature and extent of the manufacturer's field organization 
supervising dealer activities and performance varies with difl'erent 
manufactm-ers, and with the tj'-pe of distribution organization used. 
Manufacturers using independent wholesale-distributors who in turn 
contract with retailers for the sale of automobUes exercise this control 
somewhat indirectly through the distributor whUe those manufac
turers who operate their own wholesale organizations make super
visory contacts directly with their dealers. 

These highly organized supervisory activities with dealers stem 
quite naturallj'' from the days when the retailer was a manufacturer's 
agent rather than an independent merchant. In addition, they grow 
out of the fact that the development of the automobUe trade has been 
so rapid, and the-establishment of adequate repairs and other services 
by dealers has been so important that manufacturers have given 
special attention to them as a requhement for satisfactory dealership. 
In addition, supervision of dealer activities has become an integral 
part of the competition among manufactm-ers for volmne of sales, as 
evidenced by the close check kept by manufactm-ers over the per
formance of dealers through theu- 10-day or other periodic reports of 
sales. 

With the rapid rise of trade-ins in importance as a factor affecting 
sales of new automobUes, the merchandising of used automobUes by 
dealers became a subject of interest to manufacturers because imless 
used cars taken as part or aU of the down payment on new automobUes 
are promptly and satisfactorUy merchandised, the dealers' working 
capital and profit soon are represented by an inventory of used cars 
that may have a market value far less than the amount allowed for 
them in trade. The dealer who makes excessive allowances and then 
keeps his capital and profits tied up in an inventorj^ of used cars that is 
rapidly decreasing in value, due to obsolescence if kept on hand, is 
headed for banlcruptcy with consequent loss to the manufacturer of 
the dealer's volume of sales. If, on the other hand, the dealer trades 
too conservatively in making allowances on used cars and thereby loses 
trade to dealers liancUing another manufacturer's automobUes, he is 
like-ftdse an undesh-able dealer because he does not keep up his per
centage of total new-car registrations for the manufacturer he repre
sents. Therefore, the manufacturer gives attention through his 
field force to the used-car operations of his dealers to see that they 
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are neither too conservative, nor too "wUd" or careless in trading and 
merchandising of used cars taken in trade. 

Contractual basis for manufacturer-dealer relations.—Aside from thc' 
general economic factors which have been indicated to some extent,, 
the fundamental legal basis for manufacturer-dealer relations is tO' 
be found in the agreement entered into between the manufacturer,, 
or the manufactm-er's wholesale distributor, and the retail dealer. 
This agreement is, in effect, nothing more than an agreement on the 
part of the manufacturer to permit the dealer to purchase for cash 
and to resell for cash or whatever equivalent the dealer may choose to 
accept, automobUes made by the particular manufacturer during-
such period and under such conditions as are outlined in the agree
ment. In other words, tbe manufacturer-dealer agreement, com
monly spoken of in the trade as a "franchise," merely sets out the 
conditions under which the dealer may buy and sell motor vehicles, 
made by the manufacturer generally with the understanding, ex
pressed or implied, that the dealer will handle exclusively the products 
of one manufacturer. 

These agreements are between parties of very unequal economic 
strength and bargaining power. The terms of agreements are set up-
by the manufacturer, and neither the manufacturer's field representa
tive nor the dealer is permitted to make any changes in the printed 
forms. Having been thus drawn and insisted upon by manufac
turers with years of operating experience as a background, the agree
ments contain whatever clauses protecting the manufacturer's interest 
he chooses to put into them, and likewise only such clauses protecting 
the dealer's interest the manufacturer chooses to put into them. 
The only option open to the dealer when an agreement is presented 
to him is to sign it as presented or to refuse to sign it. Here the 
unequal positions of dealer and manufacturer are all in favor of. the 
manufactm-er. The dealer refusing to sign effectively puts himself 
out of busmess so far as that particular manufacturer is concerned 
for without a signed agreement he cannot purchase any automobiles-
from that manufacturer. 

To the ma,nufacturer, however, refusal of any particular dealer tO' 
sign means only the loss of one of the many dealer outlets on which 
the manufacturer's distribution is based, and there always is the op-
portimity to find another dealer outlet to replace the one refusing to-
sign. Loss of the dealer franchise is vital to the business of the dealer, 
so far as business in the products of that particular manufacturer is-
concerned, but loss of a particular dealer is by no means a vital loss tO' 
the manufacturer. 

Another important factor to keep in mind throughout the ensuinĝ  
discussion of the terms of manufacturer-dealer contracts is the fact 
that the agreements of various manufacturers are, and have been for 
many years, strikingly similar in intent and meaning of provisions that 
have to do with the protection of the respective interests of manufac
turers and dealers, although the language in which the various pro
visions are stated ma.y vary quite widely as they appear in the agree
ments of difl'erent manufacturers. This similarity is made the subject 
matter of section 2 of this chapter immediately foUowmg. 
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SECTION 2. PRINCIPAL PROVISIONS OF MANUFACTURER-DEALER 

AGREEMENTS AFFECTING DEALERS 

Scope of presentation.—This analysis of the manufacturer-dealer 
agreements includes the more important clauses in each of the several 
manufacturer-dealer agreements. Each manufacturer's agreement 
deals with the same general problems and subject matter and manv of 
the agreements of the different manufacturers cover the same subjects 
in a similar manner. This study sets forth the general provisions 
common to all agreements, disregards mere difference in phraseology 
and ignores technical distinctions. However, attention is called to aU 
major differences and unique provisions in the several different agree
ments. 

When this study was begun, the latest available agreements were 
those for 1938, which were the ones in effect when the resolution caUing 
for this inquiry was passed, and they form the basis of this section. 
However, inasmuch as the 1939 agreements became available before 
the study was finished, they, too, are considered and appropriate refer
ence is made to material differences between the 1939 agreements and 
those for 1938. 

Inasmuch as the comparison and restatement of each of the 1938-39 
factory-dealer agreements required that consideration be given to 
several types of dealer agreements of the seven independent passenger 
automobile manufacturers and the eight di-visions of the big three 
manufacturers, as they affected dealer relations in the Nation as a 
whole and as they related to particular States, such as Texas ancl CaU
fornia, it was necessary to consider more than 100 different agreements 
for the year 1938 alone in order to make any authoritative comments 
thereon. 

I t was, therefore, concluded that the most that could be done in a 
detailed way was to consolidate and restate m shnple language the more 
important clauses of the 1938 and 1939 factory-dealer agreements, 
calUng attention to the noteworthy exceptions to the provisions pre
vailing generally in all agreements. 

However, reference to several of the agreements of 4 or 5 years ago 
and discussion of the new and older agreements with the legal depart
ments of both the National AutomobUe Dealers Association and the 
Automobile Manufacturers Association and the legal and sales depart
ments of a majority of the manufacturers, including Ford and Chrysler, 
have developed that the present agreements contain several provisions 
that were not customarily found in factory-dealer agreements of 
about 1933, 1934, and 1935, although clauses similar to some of these 
recent clauses formerly were in the agreements of some of the manufac
turers many years ago. A number of these points are mentioned in 
the course of the ensuing discussion. 

Parties to the agreements.—The usual parties to the agreement are 
an automobUe manufacturer and a dealer or distributor. General 
Motors Corporation, Chrysler Corporation, and Ford Motor Co. 
usually enter into agreements directly with retail dealers (sometimes 
called "direct dealers"), which dealers have the right and duty to ap
point associate or subdealers subject to factory approval, and to which 
sub or associate dealers the direct dealer seUs company products on a 
wholesale discount basis. 
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The larger manufacturers, General Motors, Chrj^sler, and Ford, 
have estabhshed factor}^ branches or zone offices in various parts of 
the country to conduct factory distribution and dealer supervision in 
their respective areas. Some use is still made of distributors who have 
subdealers, but the tendency is for such use to decrease. 

Independent manufacturers other than the three named above have 
established comparatively few factory branches. I t is, therefore, 
necessarĵ  that they continue to administer many of their wholesale 
reciuirements through their primary dealers and since one of these 
functions is to assist in the distribution of company products as well as 
to partially supervise the selluig activities of the smaller or secondary 
dealers, this group of manufacturers continues to designate their pri
mary dealers as "distributors." If these distributors have associate or 
subdealers, they are given a somewhat larger discount, or so-called 
override, as compensation for the wholesale functions thej"- perform. 
As the contractual relationship of the distributor with its manufac
turer, and of the direct dealer with the manufacturer are quite similar, 
wherever the term "factor;^-dealer agreements" is used herein, it em
braces all manufacturer-primary-dealer agreements whether they be 
designated as factoiy-distributor or factory-direct dealer. 

Associate dealers,—Most of the agreements (but not those of the 
Ford Motor Co.), provide specifically that the distributor or dealer, 
with, the approval of the manufacturer, agrees to appoint associate 
dealers at such places %vithin the dealer's territory as the manufacturer 
may deem advisable. In case the dealer neglects to appoint associate 
dealers at the request of manufacturer, then the manufacturer shall 
have the right to appoint associate dealers at the places the manufac
turer designates. 

The agreement forms used by dealers and distributors with their 
sub or associate dealers are prepared by the factory, and are subject to 
factory approval, although in form they usually are between the 
dealer and the associate or subdealer. Some agreements are actuaUy 
tripartite in form including the manufacturer as a party but usuaUy 
the manufacturer is not a formal party despite the fact that the manu
facturer prescribes the terms of the relationship, which, by the terms 
of the agreement, does not become effective until accepted by the 
manufacturer. 

Most of the manufacturer-dealer agreements provide that if the 
dealer or distributor agreement is canceled by the manufacturer, the 
manufacturer shall have the right at his election to be subrogated to 
all the rights and relations of the dealer with the said dealer's associate 
or subdealers. The associate and subdealers are bound by the same 
general requirements and policies as the factory binds its direct dealers 
or distributors, and many manufacturers supervise associate and sub-
dealerships in the same manner, though probably less stringently and 
by less frequent contacts than in the case of the larger direct dealers. 
Other manufacturers place the responsibUity for associate and sub-
dealer adherence to factory pohcy upon the distributor or direct 
dealer. "Thus, while in form the associate or subdealer's relationship is 
with the direct dealer or distributor, in fact its contact with the factory 
is very close. 

The manufacturer establishes the specific discounts at which the 
dealer is to sell the company's products to the associate dealer. Such 
discounts generally are the regular retail-dealer discounts. 
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Sales territory.—The majority of the manufacturer-dealer agree
ments designate the dealer sales area and provide tha,t the dealer shall 
have the right (exclusive or nonexclusive) to purchase motor vehicles 
for resale in the described sales area and not elsewhere, and the fiirther 
right to pmchase parts and accessories for resale without limitation as 
to sale.s area. All company products are to be purchased at such 
prices as the manufacturer shall from time to time establish. 

General Motors Sales CorjDoration and Chrysler Corporation^ 
through their several sellmg divisions, grant the dealer the exclusive 
right to purchase motor vehicles for resale in the described sales area 
subject to certain exceptions and rights reserved to the manufacturer. 
The territory seciiritj- plan is not in general use for aU Chevrolet 
dealerships, but the Chevrolet division is gradually placing its temtory 
security plan in use in various parts of the country. 

The most notable exception is that the several selling divisions of 
both General Motors Sales Corporation and Chrysler Corporation 
reserve the right of designating certain territories as nonexclusive and 
do usually designate metropolita-n areas a-s nonexclusive. 

Chi-ysler Corporation zones the nonexclusive metropolitan areas 
and restricts by agreement the number of competing dealers therein 
handling the same make of car. Most of the General Motors agree
ments provide for factory surveys of the selling potential in multiple-
dealer areas and for limitation of the number of dealers in those mul
tiple-dealer metropolitan areas in proportion to the selling potential. 

Another notable exception in the case of the selling divisions of the 
Chrysler Corporation is that the agreements of the Chi-ysler, DeSoto, 
and Dodge sales divisions provide that each Chi-ysler, DeSoto, and 
Dodge dealer shall also have the nonexclusive right to purchase and 
resell Plymouth motorcars. 

Similarly, the various manufacturers, including Ford Motor Co., 
Nash-Kelvmator Corporation, Chrysler Corporation, Packard Motor 
Car Co,, General Motors Corporation, the Studebaker Corporation, 
Hudson Motor Car Co., Graham-Paige Motors Corporation, PIupp 
Motor Car Corporation, and Willys-Overland Motors, Inc., grant 
exclusive territories to their distributors and some of their dealers, and 
limit the numer of dealers in a selling area as a matter of admmistra-
tive policy, even though their agreements may not refer to the subject. 

The Ford Motor Co, sales agreement provides that Ford dealers ca,n 
resell its products anywhere within the boundaries of the LTnited 
States, subject to the right reserved by the company to sell direct to 
other dealers and to retail pm-chasers in any part of tlie United 
States, and subject also to the provision that the dealer, on request by 
the cornpany, must turn over to Ford Motor Co, orders received from 
the United States Government or any of its departments or from the 
American Red Cross, witliout remuneration. Ford Motor Co, also 
restricts, by administrative policy rather than by agreement, the 
number of dealers in a natural selling area, 

Texas agreements.—All companies, except Ford Motor Co,, have 
separate agreements applicable to the State of Texas only. Some of 
the companies prepare agreements on separate forms, and others 
merely strike out of their regular agreements any reference.to subjects 
which might be violative of the Texas antitrust law, i , e., all referepce 
to territorial restrictions or infringements, resale price ma,intenance, 
etc. 
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Territory infringem.ent adjustments.—Many years ago several agree
ments contained restricted-territory provisions, as well as territory 
infringement penalty provisions. The practice of penalizing a dealer 
for infrmghig on another dealer's territory fell into disuse and very 
few agreements carried infringement penalty provisions and, in fact, 
many agreements faded to even describe a sales area during the early 

|,part of the decade. However, in recent years the trend has been to 
|restrict a dealer to a described sales area and to actively enforce 
^penalty provisions when a dealer sells a new car into another dealer's 
^ales area. 

The majority of the manufacturer-dealer agreements pro-vide for 
some form of adjustment (so-caUed penalty) in case the dealer sells a 
new passenger automobUe into the protected territory of another 
dealer handling the same make of automobile. While the precise 
nature and forni of dealer infringement compensation varies with 
-each agreement, the majoritj'- of the agreements provide that the dealer 
who sells an automobile into the protected teiTitory of another dealer 
of the same make of automobile -will pay a sum of money to that 
dealer directly or through the distributor or manufacturer as com
pensation (or so-called penalty), for the infringement. 

Agreements of Chrysler Corporation provide in part that— 
Direct dealer agrees to confine his selling efforts entirely to the sales area as

signed to him by Chrysler and agrees that he -wiU not by personal solicitation, 
advertising, correspondence, resident salesmen, unofficial. representation, or by 
any other connection or means, directly or indirectly, solicit, * + * the sale 
of ne-w and unused Clirysler or Plymouth motor vehicles, or demonstrators, in 
any other sales area. 

For each breach of the above-quoted provision the direct dealer 
agrees to pay to Chrysler for division between the injured dealer or 
dealers into whose sales area the offending dealer has trespassed the 
sum of $75 per car sold. 

Ford Motor Co.'s 1938 sales agreement did not limit the dealer's 
territory, except that the dealer was to resell Ford products for use 
within the boundaries of the United States of America. The 1939 
Ford agreements contain no territorial restrictions exc(ipt that they 
provide for the payment of a service commission in case a Ford dealer 
sells a new Ford vehicle to a buyer (1) residing in another city where 
an authorized Ford dealer is located; (2) residing in another munic
ipality where there is no Ford dealer, but which is contiguous to a 
city where a-n authorized Ford dealer is located. In such cases, the 
selUng dealer shall pay a service commission of $30 to the Ford dealer 
in the locality where the purchaser resides with the understandmg 
that the dealer receiving the service commission agrees to render to 
the purchaser the service which a new car purchaser ordinarily re
ceives from a delivermg dealer. 

The General Motors Sales Corporation agreements (with the excep
tion of Chevrolet) provide that in case a new motor vehicle is sold by 
an authorized General Motors dealer to a person, firm, or corporation 
whose legal residence is in the protected territory of another General 
Motors dealer of the same respective make. General Motors Corpora
tion agrees to pay the dealer, in whose protected territory the pur
chaser has his legal residence, a specified sum per car uiUess the sale 
falls within certain minor types of sales that are specifically excepted. 
In order that General Motors may be reimbursed for such payments 
each General Motors dealer agrees that in case he makes such a sale, 
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he -will pay the factory, upon demand, the sums specified in the sales 
.agreement. 

Many of the Che-vrolet agreements contain a territory security 
addendum which describes the dealer's territorial restrictions and 
imposes a specific infringement payment on dealers selling new motor 
vehicles in the protected territories of other dealers. This Che-vrolet 
territory securitj'- plan is being graduaUy placed in operation over the 
country. 

Summary of penalty provisions.—The foUowing statement sum
marizes the amount of penalty for difi'erent makes and models: 

Make of car, car models, and conditions of settlement 

General Motors cars: A-mount 
Chevrolet: -per car 

Within 48 hours $25 
After 48 hours 35 

Pontiac: 
1938: 6 and 8 models 50 
1939: 

6 models 35 
8 models 50 

Oldsmobile: 
1938: 

6 models 50 
8 models . 75 

1939: 
60 and 70 models 35 
80 models 50 

Buick: 
IModel 40 50 
Models 60 and 80 75 
Model 90 100 

Cadillac-LaSalle cars: 
LaSaUe 75 
Cadillac, model 60, 61 100 
Cadillac, model 75 125 
Cadillac, model 90 200 

Chrysler cars: 
Clirysler models 75 
Dodge 75 
DeSoto . 75 
Plymouth 75 

Hudson cars: 
1938 models (0 
1929: 

Hudson, 112 or business car: 25 
Hudson, 6 35 
Hudson, Club 6 and 8 50 
Hudson, Custom 8 50 

Packard cars: 
Packard 6, 50-mile radius 40 
P.<ickard 120, 50-mile radius 50 
Packard Super 8, 200-mile radius 75 
Packard 13, 200-mne radius 125 

Nash oars: 
Nash-Lafayette: 

1938: All models (») 
1939: 

Lafayette 25 
Ambassador Six ^ 30 
Ambassador Eight ^ _ 40 

Willys cars: WUlys-Overland, 1939, all models, 100-mile radius 25 
Hupp cars: Hupmobile, all models._ {^) 

' 5 percent on.list priee, 
' 3 percent on list price, 
^ 50 percent of discount. 
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In the Studebaker Corporation agreement, territorial infringement 
is prohibited but the agreement does not contam any provision for 
the payment of a penalty. In the Graham-Paige Motors Corporation 
agreement, the ofl'ending distributor or dealer submits to such penal
ties by way of division of profits as the manufacturer may prescribe. 

The WiUys-Overland Motors, Inc., agreement for 1938 assigned 
exclusive selling areas but made no reference to infringement, but, as 
shown before, an infringement penalty of $25 per car was provided 
for witlun a radius of 100 mUes from the complaining dealer. 

The agreements of Nash-Kelvinator Corporation and Hupp 
Motor Car Corporation contain the provision that no liabUity attaches 
to the manufactm-er. 

Principal exceptions to penalty_ provisions.—There are numerous 
exceptions to the penalty provisions. In many cases they do not 
apply "when purchaser's local residence is more than 200 mUes from 
the seUing dealer," This" provision is found in" the Pontiac, Olds
mobile, Buick, CadUlac, Hudson, Packard Super 8 and 12 cylinder 
cars, and Nash-Lafayette agreements. The penalties are not appU-
cable beyond a 50-mile radius for the Packard 6 and Packard 120, 
and in the 1939 agreement, beyond 100 mUes for WUlys cars. Sales 
to State and Federal Governments and to fleet operators of 25 or 
more cars are exempt from penalties in the Chevrolet, Pontiac, Olds
mobile, Buick, and CadUlac contracts. Hudson exempts sales to 
the Federal and State Govemments. Replacernent of a wrecked 
automobUe is exempt in the agreements of Pontiac, Oldsmobile, 
Buick, Cadillac, and Hudson. In the case of Pontiac, OldsmobUe, 
Buick, Cadillac, and Hudson, the penalty must be claimed within 60 
days from the date of sale, and within 90 days for Chevrolet. 

For all Chrysler cars, the Chrysler sales agreement exempts "sales 
to quantity purchasers whose main or branch office or authorized 
representative's headquarters are in selhng dealer's territory." 

The Hudson contract also provides that there shaU be no penalty, 
"on sales to or for use by" traveling representatives whose business 
brings them into the selling dealer's territory. In the 1938 Hudson 
agreement, there was included the foUowing exception to territory 
infringement pro-vision: 

Where a used car is involved in the transaction covering the sale of the neiv 
car, provided no direct or indirect solicitation by the selling distributor or dealer 
is involved in such transaction. 

This clause was not in the 1939 agreement. 
The Packard Motor Car Co. outlines its territory protection policy 

in a trade letter which contains the following exemptions to territory 
infringement provisions: (1) On sales to quantity purchasers provided 
dealer notifies factory before sale; (2) oh sales to United States or 
Canadian Government or anj^ State or municipality, etc; (3) on sales 
to body buUders; (4) on sales where delivery is made by home dis
tributor for selling distributor in winch case only the regular delivery 
charge is to be paid. 
• In the Nash-Kelvinator Corporation 1938 agreement, the penalty 

is not" applicable beyond a radius of 200 mUes from selling dealer; 
not applicable imless the injured dealer has a new car of the same series 
in stock at the time of the sale; and i t is'not applicable unless the car 
is moved into the protected territory within 30 days after the sale and 
remains there for more than 90 days. In the Nash 1939 agreement 
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to obtain the penalty the dealer must make the claim -within 60 days 
and the car must remain in the infringed dealer's territorj'- 30 days. 
The Nash 1939 agreement also provides that unsettled claims may 
be referred to the manufacturer. If a claim is allowed, the manu
facturer is authorized to pay the amount of the claim plus $10, same 
from the dealer's reserve fund. 

The Ford contract provides for the payment of a $30-service com
mission which does not apply to a sale (a) to a purchaser residing in 
the multiple dealer's area; (b) to owners of fleets of five or more 
vehicles; (c) to purchasers temporarily residing for more than 30 
days in the place where the infringing dealer is located. 

Manufacturer the final arbiter.—In regard to the above-described 
adjustments (or so-called penalties), aU the agreements provide that 
the manufacturer shall be the final arbiter in deciding all questions 
arising under the infringement provisions; and that adjustments for 
infringements are made without liabUitv attaching to the manu
facturer, except that the agreements of Pontiac, Oldsmobile, Buick, 
and CadUlac Divisions of General Motors Sales Corporation provide 
that the company shall investigate and upon determining that a 
territorial infringement has occurred, shall immediately pay to the 
infringed dealer the sums named in the agreement. These agree
ments also provide that the infringing dealer pay to the company upon 
demand the sums named in the agreement. 

I t should be noted, as already stated, that Pontiac, OldsmobUe, 
Buick, and Cadillac Divisions agree to compensate the injured dealer, 
whether or not the infrhiging dealer pays the company, but the 
Chevrolet Division agreement and the other manufacturers' agree
ments in which penalties are named provide that the infringing dealer 
shall make the adjustment or penalty payment for infringement 
direct (or through the manufacturer) to the injured dealer, -without 
any liability attaclung to the manufacturer. 

The Ford Motor Co. "will act as mnpire between dealers in con
nection with" * * * the $30 "service commissions, but does not 
guarantee payment of any such service comnussions." 

Sale for resale by unauthorized persons.—Although several m-anu-
facturers have, for a number of years, had provisions in their agree
ments to the effect that the dealer was not to sell new automobUes , 
to bootleggers (i. e., dealers not authorized to handle that make of 
autoinobile), these provisions were not enforced and, in fact, it is only 
recently that all manufacturers' agreements have prohibited selling 
new automobUes for resale to other than another authorized dealer 
handling the same make of car. Furthermore, present agreements 
make this prohibition effective by imposing severe penalties on a 
dealer who sells new cars, for resale, to other than another authorized 
dealer. 

The General Motors agreements provide that if the manufacturer 
finds a General Motors dealer has sold a new car or demonstrator 
which has been subsequen tly resold by any new- or used-car dealer 
other than another authorized General Motors dealer, then, upon 
demand of the manufacturer, the General Motors dealer making 
the original sale of the said vehicle shall forfeit the entire commission 
to the manufacturer. The General Motors agreements further 
provide that upon the manufacturer ascertainmg that an authorized 
dealer had sold to an unauthorized dealer, the corporation shall pay 

171233—39- -10 
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sums of money to the dealer in whose territory the "bootleg" sale was 
-made, as follows: 

' Ariio-unt 
Chevrolet, Pontiac, Oldsmobile 6, Buick 40 $50 
Oldsmobile 8, Buick models 60 and 80, LaSalle 75 
Buick model 90, Cadillac model 60 100 
•Cadillac models 65 and 75 125 
•Cadillac model 90 - 200 

The dealer in whose territory a "bootleg" sale is made is required 
-to file a claim for remuneration for the sale within 60 days from the 
date of sale. The several General Motors agreements include minor 
administrative modifications concerning "bootleg" sales for multiple 
dealer territories. 

The Chrysler Corporation agreements for all divisions (i, e,, Ply
mouth, Dodge, etc) provide that when any Clirysler motor vehicle is 
sold by a dealer to an unauthorized dealer or to any other unauthor
ized person or firm, and is thereafter offered for resale within 90 days 
as a new vehicle or as a demonstrator, the original selling dealer agrees 
-to pay the manufacturer, upon request, $75 for each vehicle to com-
-pensate the authorized dealer for the loss of the sale. The various 
•Chrysler agreements also have mmor provisions covering collection of 
the penalty and concerning the distribution of these sums tn multiple-
•dealer areas. 

The Hupp Motor Car Corporation agreement provides that if a new 
Hupp automobUe or chassis is sold by an authorized Hupp dealer 
to anyone other than another authorized Hupp dealer, and such mer
chant sells or offers for sale the said velucle as a new car in another 
Hupmobile dealer's territory, the authorized dealer maldng the sale, 
•shall pay to the dealer hi whose territor|y- the car is sold to a consumer 
the fuU discount on the vehicle in question or such other sum as manu
facturer shall determine. 

The Packard agreement provides that if a sale is made to an 
unauthorised dealer the selling dealer shall pay the infringed dealer the 
ioUowing sums: 
On each Packard 6 $80 
On each Packard 120 100 
On each Packard Super 8 150 
-On each Packard 12 250 

The Hudson 1939 agreement requires the authorized dealer selhng 
to an unauthorized person for resale to pay 15 percent of the list price 
of any new Hudson to the dealer in whose territory such a car is sold 
"by a used-car or other unauthorized dealer or by a competitive dealer. 

" In the 1939 Ford agreement the authorized dealer agrees— 
* * * to avoid in every -way such trade practices in connection with dealers' 
-competition -with other Pord dealers and in selling company products to the public 
as are injurious to the company's good name and goodwill or are detrimental to 
"the public interest. 

Direct sales by manufacturer.—Most of the manufacturers reserve 
the right to seU their products to governmental bodies, the American 
Red Cross, subsidiaries and employees of the corporation, and to 
companies engaged in the manufacture and assembly of ambulances, 
husses, etc. Several of the manufacturers further reserve the right 
to seU direct to fleet users. Some of the more important clauses 
respecting such sales are as follows: 
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Agreements of Chrysler Corporation provide that— 
Chrysler reserves the right to sell any products referred to in this agreement to 

its employees, to governmental bodies, to fleet buyers for their own use or for the 
use of their agents or representatives, to taxicab or drive-it-yourself companies, 
so-called, or to businesses purchasing chassis in quantities for installation of their 
ov,'n body equipment. 

The Ford agreement provides that the "company agrees to sell" 
to the dealer— 
* * * subject to the right reserved by company to sell other dealers and direct 
to retail purchasers in the United States without obligation of any kind to dealer 
on any such sale. 

The General Motors Sales Corporation agreement for Chevrolet 
provides that— 
dealer agrees that seller [i, e., manufacturer] and/or fleet sales division, General 
Motors Sales Corporation, has the right to sell nê w Chevrolet motor vehicles, 
chassis, repair parts, and accessories to any person, firm, or corporation -nrithin the 
territory covered by this agreement upon the terms and conditions now or hereafter 
set forth in what is designated by fleet sales division. General Motors Sales Cor
poration, as its fleet user's agreement, without any obligation to pay dealer any 
conimission or other charges upon such sales. 

Moreover, the General Motors agreements include a clause relating 
to dealer cooperation in sales to fleet users simUar to the foUowing: 

Dealer agrees to cooperate with fleet sales division, General Motors Sales 
Corporation, in developing such fleet-user business to the fullest extent and on 
sales to fleet users handled by him dealer agrees to abide by and perform the 
terms and conditions of such agreement. New Chevrolet motor vehicles and 
chassis, other than trucks, truck chassis, and sedan deliveries, furnished dealer 
for resale to fleet users will be invoiced to dealer at a discount •which shall be 3 
percent less than dealer's regular discount as herein specified, and in the event that 
dealer shall appropriate to fleet-user business any motor vehicles or chassis already 
purchased, dealer agrees to pay forthwith to seUer the 3-percent difference in dis
count on such motor vehicles and/or chassis. On sales of Chevrolet. J-̂ -ton and 
l)^4on trucks, truck chassis, and sedan .deUveries, to fleet users, dealer will grant 
fleet user a discount of 10 percent on the list price of such truck, truck chassis, or 
sedan delivery (but if there is a ti-ade-in involved, the 10 percent should apply 
on the list price less the trade-in), 

Dealer agrees to give fleet users having identification cards from fleet sales 
diviision, General Motors Sales Corporation, a discount of 25 percent from current 
list prices on all purchases of genuine new Chevrolet repair parts, 

D-uration of agreement.—All of the agreements except Ford provide 
that the agreement shall continue in force untU canceled, terminated, 
or superseded by a new agreement, SimUarly, all of the agreements 
provide that a new agreement shall supersede and annul all former 
agreements. 

The Chx;̂ sler agreement states " i t is the desire to establish lasting 
relations with the dealer" and then recites the conditions that may 
arise to make it hnpracticable for tins agreement to continue in effect. 
The Ford agreement provides that the "agreement may be terminated 
at fl-ny time at the wUl of either party by notice." 

Most of the agreements refer to a separate document (appendix) 
relating to terms, discounts, etc., which separate documents can be 
amended and revised without amendhig or revising the main agree
ment despite the fact that they are, by reference, made a part of the 
main agreement. 

Cancelation of agreement,—All of the agreements provide for can
celation or terminaiion by either party at wUl by the serving of a 
specified notice on the other party. All of the agreements provide for 
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the cancelation thereof for certain reasons. The length of notice 
and the specific causes for cancelation without notice are provided 
for in the various contracts as follows: 

Either party may cancel the 1938 and 1939 contracts by giving the 
following notice: 

Manufacturer Dealer 

Geneml Motors.. 
Clir%'Eli.T 
Ford -Motor Co... 
Nash 
studebaker 
Hudson 
Packiird 
Willys-Overland.. 
Hupp 
Graham-Paige 

1, 2, or 3 months ' (1939 same). 
90 to 95 days (1939 same) 
Immediate (1939, CO davs) 
45 days (1939, 90 days) 
in days (1939 same) 
30 days (1939, 90 days) 
60 days (1939 same) 
30 days (1939 same).. 

do 
do 

30 days (1939 same), 
16 to 20 days (1939 same). 
Immediate (1939 immediate),. 
45 days (1939, 90 day.i), 
10 days (1039 same). 
30 days (1939 same). 

Do, 
Do. 
Do, 
Do. 

' Extra rental adjustment (1 or 2 months cancelation). 

The length of notice for cancelation at will by the manufacturer has 
been extended in most contracts from the former 15 to 30 dayŝ  
notice to a present maximum of 95 days' notice. 

Causes for cancelation without notice.—The a.greements of the difl'er
ent manufacturers provide for cancelation of the agreement without 
notice for some or all of the following reasons: 

1, In case of death of dealer, if he be an individual. 
2, In case dealer is a copartnership or a corporation, and disagree

ments of any nature shall arise between the members of the copartner
ship or the officers, stockholders, or managers of the corporation where
by manufactm-er deems its interests may be imperiled, 

3, In case of the incapacitj^ or insolvency of dealer or the admitted 
insolvency of a-ny member of" the dealer organization if a partnership. 

4, In case an application is made to have dealer decla,red bankrupt. 
5, In case a receiver or trustee is appointed for dealer, or his estate. 
6, In case dealer makes an assignment for the benefit of creditors. 
7, In case dealer engages in the distribution of any other line of 

motor vehicles for sale by dealer without the written consent of the 
general sales manager or an executive officer of manuia-cturer, 

8, In case of the discontinuance of dealer's distribution and resale 
in his sales area of the products affected by the agreements. 

9, In case of attempted assignment of the agreement by dealer 
without the manufacturer's consent in writing. 

10, If by attachment proceedings, injunction, or otherwise, dealer's 
business is made substantiaUy inoperative, then and in such event 
the agreement shall, vidthout any notice to dealer, automatically 
terminate and be at an end, 

11, One agreement (Willys) provides: 
I n the event of a breach of this agreement by the distributor of any of the pro

visions hereof including, but not being limited to the violation of any of the lawful 
rules, regulations, and policies of the manufacturer, the manufacturer may, at 
its option, either (a) cancel and terminate this agreement fo r thwi th by giving 
the distributor notice by registered mail or by personal delivery of such caiicela-
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tion, or (6) withliold any moneys due the distributor until such breach is, in the 
opinion of the manufacturer, cured. 

All agreements contain a clause providing that the cancelation or 
termination of the agreement operates as a cancelation of unshipped 
orders for motor vehicles, chassis, parts, and accessories and equip
ment, excepting orders for special cars or equipment entered for 
production or shipment prior to notice of cancelation. 

Repurchase by raanufacturer in case of cancelation.—AM agreements 
contain some provision for repurchase by the manufacturer of a 
certain portion of dealer's stock of new automobiles, parts, equipment, 
•etc, in case of cancelation of the agreement. Inasmuch as the several 
agreements differ as to just what each manufacturer will repurchase, 
the pertinent terms of the several agreements are summarized as 
follows: 

•General Motors.—When cancelation is by manufacturer— 
(1) Repurchase by manufacturer of dealer's merchandise and equipment pur

chased from the manufacturer is provided respecting: 
{a) Kew current model motor vehicles, 
(&) Unused and undamaged repair parts for current and two preceding models 

•(not including transportation charges) purchased from the manufacturer, 
(c) Unused and undamaged accessories purchased from the manufacturer 

during 6 months preceding. 
{d) Signs recommended by manufacturer which bear the name of manufacturer. 

{At a price to be mutually agreed upon, or if unable to agree at a price set by a 
•sign company representative selected by both parties.) 

(e) Special tools and shop equipment recommended by the manufacturer pui-
•chased during the preceding 12 months (if the dealer so desires to sell). Price 
to be mutually agreed upon or upon failure to agree the parties shall select a third 
party to set the price. 

The foregoing provisions are obligatory. The manufacturer agree-
to repurchase (subject to decision as to the condition of the mers 
chandise) ancl the dealer is obligated to seU and deliver upon tender of 
the price as above determined, with the exception noted in paragraph 
(e) respecting special tools and shop equipment. 

When cancelation is made by dealer, the dealer agrees to seU and 
manufacturer agrees to repurchase aU of the above-enumerated items 
on the same terms, excepting accessories, special tools, and equipment. 

Hudson.-—The Hudson Motor Car Co. agrees to repurchase upon 
cancelation by manufacturer— 

(1) All new and unused current model motor vehicles. 
<2) Repair parts in salable condition for current and three preceding models. 
(3) The 1939 agreements provide for purchase of accessories upon termination 

by manufacturer. 

No provision was made in the 1938 agreement for accessories, signs, 
or special tools. 

Studebaker.—In case manufacturer cancels and refuses to enter a 
new agreement the Studebaker Corporation agrees to repurchase— 

(1) AU new and unused current model motor vehicles. 
{2) Repair parts in salable condition purchased withm preceding 6 months. 
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Chrysler.—The Chrysler contracts provide that when the cancelation 
is by the manufacturer the manufacturer shaU repurchase merchandise 
and equipment purchased from manufacturer, mcluding: 

(a) New current-model motor vehicles. 
(6) Unused and undamaged repair parts for current and three preceding 

models (not including transportation charges) purchased from manufacturer, 
(c) Unused and undamaged accessories purchased from the manufacturer 

during 6 months preceding. 
{d) Signs recommended by manufacturer -which bear the name of manufacturer 

(at a price to be mutually agreed upon), 
(e) Special tools of a type recommended by manufacturer purchased during 

the preceding 12 mouths at price to be mutually agreed upon. 

No provision is made for the purchase by the manufactm-er of 
accessories or special tools when the cancelation is by the dealer. 

Nash.—Nash-Kelvmator Corporation does not obligate itself to 
repurchase, but merely reserves the option to do so as follows: 

(1) All or any part of new and unused current-model motor vehicles. 
(2) All new parts for current models at current net prices less 10 percent for 

handling. 

There is no provision made for the repurchase of accessories, signs,, 
or special tools. 

Packard.—In case of cancelation by either party, Packard Motor 
Car Co. agrees to repurchase: 

(1) All new and unused current-model motor vehicles. 
(2) All unused and undamaged Packard repair parts of the current and two 

preceding models. 
(3) All unused and undamaged accessories purchased from Packard during the 

6 months' period immediately preceding. 

If the manufacturer cancels, then Packard -wiU repurchase the 
special tools and shop equipment the dealer desires to sell at a price 
mutually to be agreed upon, provided the .tools and equipment were 
purchased tn the preceding 12 months. 

Ford.—The Ford agreement states that, at the company's option, ifc 
may repurchase all or any part of products. 

'The i939 Ford agreement pro-vides that, in the event of termination 
of the agreement by company, Ford Motor Co. shall repurchase 
immediately, and the dealer agrees to sell, aU new and undamaged 
automobUe parts and approved accessories purchased after the sixtieth 
day prior to notice less 10 percent, less transportation. The company 
has the further option, regardless of who terminates the agreement, to 
examine, the dealer's stock and to select any such service parts and 
approved accessories then on hand no matter when purchased and to 
repurchase them on like terms. 

Willys.—The WUlys-Overland Motor Co,, Inc, states in its agree
ment that the manufacturer shaU repurchase: 

(1) All new and unused motor vehicles, of models then current, purchased 
during previous 90 days, 

(2) All new and unused parts for current and preceding model. 

Hupp.—In case the Hupp Motor Car Corporation cancels the 
agreement, the manufacturer agrees to repurchase: 

(1) All new, unused current-series Hupp automobiles in salable condition pur
chased during previous 6 months. 

(2) All new, unused repair parts in salable condition purchased during pre
ceding 12 months. 
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Graham.—If manufacturer cancels agreement, Graham-Paige Mo

tors Corporation agrees to repurchase: 
(1) All new and unused current-model automobiles, 
(2) All new and unused repair parts for models not out of production for more 

than 3 years at stipulated net prices less a varying specified percentage depending 
on age of parts. 

Reparation by manufacturer for losses sustained by dealer in case of 
cancelation.-—The General Motors agreements fm-ther provide that in 
the event of cancelation by the mani-facturer by notice but not for 
cause (except dealer's death), that the manufacturer will make certain 
reparation to the dealer to cover a portion of the loss on the premises 
o-wned or leased by the dealer and used by him in the sale or servicê  
of that manufacturer's vehicles. In case of leased premises, the 
General Motors agreements provide that the manufacturer wUl be 
liable to the dealer for one-half of the monthly rental specified in said 
lease as paid by dealer for balance of the term beyond 3 months from 
the date of receipt of notice of cancelation, but not to exceed 1 year 
from the date of receipt of notice of cancelation. Furthermore, the 
General Motors agreements make a similar provision in the event the 
dealer has been using his own premises. 

The agreement by General Motors to make reparation to the dealer 
for rental loss on the premises used for his automobUe business in 
case of cancelation is, however, subject to the foUowing limitations: 

(1) This liability shall not exceed one-half of the rent standard per car per 
month established by the manufacturer based on the number of motor vehicles 
and chassis purchased by the dealer in the 12 months preceding the date of notice 
of cancelatiori. The rent standards of the several General Motors divisions are 
established by the agreements as follows: 

Rent 
standard 
per car 

per 
month 

Repara
tion 

Rent 
standard 
per car 

per 
month 

Repara
tion 

(a) Chevrolet $1.50 
1.70 
2.25 

$0.75 
.8."i 

1.125 

(rf) Buick $2, ,50 
3.50 

$1.25 
1,76 (6) Pontiac ^ 

$1.50 
1.70 
2.25 

$0.75 
.8."i 

1.125 
(e) Cadillac 

$2, ,50 
3.50 

$1.25 
1,76 

$1.50 
1.70 
2.25 

$0.75 
.8."i 

1.125 

$2, ,50 
3.50 

$1.25 
1,76 

(2) In the event the said premises or any part are occupied by anyone for any 
purpose after the expiration of the 3-month period following the date of receipt 
of notice, the dealer shall not be entitled to make claim for loss. 

(3) The amount of dealer's claim shall be reduced pro rata in the event dealer 
secures a reduction in rent. 

(4) In the event dealer makes a settlement with his lessor, such settlement shall 
be treated as a reduction in rent. 

(5) In the event the dealer is not using his said premises, exclusively in the sale. 
of General Motors products, the above agreement to make reparation for loss on 
lease does not apply; neither does it apply if the dealer continues to seU another 
line of General Motors cars. 

Furthermore, under certain conditions, the General Motors agree
ments provide for cancelation on a 1- or 2-month notice instead of a 
3-month notice, but, hi the event of cancelation on less than 3-month 
notice, the manufacturer shaU pay the dealer the full montiily rental 
as above specified (i. e., $1.50 per car per month, etc.) for the period 
between the effective date of such cancelation and the end of the 3-
month period. At the end of the 3-month period, the reparation 
drops back to one-half the fan- rental value as above established. 
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Protection against decline in manufacturer's price.—All of the agree
ments provide that the manufacturer reserves the right at any time 
to change its list price. Most of the agreements provide that in case 
the manufacturer reduces prices on current-model motor vehicles that 
the manufacturer wUl refund, or allow the dealer credit equal to the 
•difference between the former a.nd the reduced price. The agreements 
provide that this refmid or allowance shall be paid upon current-model 
•cars, in dealer's stock and paid for, which had been purchased by the 
dealer from the manufacturer within certain periods of time preceding 
the announcement of the price reduction if the dealer makes claim 
witlun a specified period of time. Inasmuch as these time periods 
vary Avith each agreement, they are set out in the following statement 
which summ.arizes the provisions in the different agreements covering 
the motor vehicles on which price change protection is given and the 
time limit within which the dealer must present his claim: 

Name of company New current cars received during preceding Claims to be 
made within— 

'General Motors „ 12 months _._ _-_ _ 30 days. 
Do. 
Do. 
Do. 

No time limit, 
30 days. 

Do. 
Do, 

10 days. 

Chrvslftr _ _-_ AU in stock _ __ ._ _ 
30 days. 

Do. 
Do. 
Do. 

No time limit, 
30 days. 

Do. 
Do, 

10 days. 

-Studebater 6months.. __ 

30 days. 
Do. 
Do. 
Do. 

No time limit, 
30 days. 

Do. 
Do, 

10 days. 

Hudson _____ , _ - All in stock __- __ 

30 days. 
Do. 
Do. 
Do. 

No time limit, 
30 days. 

Do. 
Do, 

10 days. 

Packard __ __ _ ,_ _ __ do . 

30 days. 
Do. 
Do. 
Do. 

No time limit, 
30 days. 

Do. 
Do, 

10 days. 

Nash ,__ _̂ __ . 6 months (1939 agreement—all current 
models). 

All in stock !.__ 

30 days. 
Do. 
Do. 
Do. 

No time limit, 
30 days. 

Do. 
Do, 

10 days. 

Graham _._ 

6 months (1939 agreement—all current 
models). 

All in stock !.__ 

30 days. 
Do. 
Do. 
Do. 

No time limit, 
30 days. 

Do. 
Do, 

10 days. 
Hupp _, 6 months __ . _ 

30 days. 
Do. 
Do. 
Do. 

No time limit, 
30 days. 

Do. 
Do, 

10 days. Ford 1 _- - _ -

30 days. 
Do. 
Do. 
Do. 

No time limit, 
30 days. 

Do. 
Do, 

10 days. 

30 days. 
Do. 
Do. 
Do. 

No time limit, 
30 days. 

Do. 
Do, 

10 days. 

1 1938, no provision; 1939 agreements, (iO days. 

General Motors agreements provide that in the event of a reduced 
price at annual model change-over, the manufacturer wUl refund or 
credit the dealer proportionately on all such changed and reduced 
price models which dealer may have in his possession and wliich are 
paid for, provided, however, that such refunds will not be paid in 
the case of such radical changes in size, design, and price that the new 
models constitute a new and different line of motor vehicles, in which 
-case manufacturer wUl make only such refunds as it deems equitable. 

The General Motors and Packard agreements further provide that 
in the event of the discontinuance of current models and the substi
tution therefor of new models and body types that manufacturer wiU 
make an allowance on such models discontinued and in dealer's 
possession limited to a certain percentage of the discontinued models 
sold by the dealer prior to the discontuiuance. 

Protection in case of model change.—Several agreements have pro
vided for many years that the manufacturer could change the new 
•automobUe prices without prior notice to dealers, in wliich case, 
however, the manufacturer agreed to indemnify the dealer against 
loss on cars in stock by virtue of such a price change. 

Resale price maintenance.—.Although the agreements made by a 
number of manufactm-ers at various times in the past contained pro
visions to the effect that the dealer would maintain the manufacturer's 
•suggested retaU sale price, the agreements in recent years have not 
contained such provisions, nor have any of the manufacturers carried 
on resale price maintenance programs during the past several years 
except in a sporadic manner, and then iisuaUy in limited areas. The 
1939 Ford agreements, however, contain a provision not found in 
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the other manufacturer-dealer agreements, respecting the main
tenance of retaU prices as follows: 

(6) Insofar as it is la-svful for dealer so to agree, not to r&sell eompanj'̂  products-
bearing company's trade-mark or trade name at less than retail prices established 
for dealer's city or town from time to time by company, except in cases where-
such goods have been damaged, or have become obsolete, or are about to become-
obsolete because of change in models, or in the case of sales to company or its-
nomhiees, or to other authorized Ford dealers, or a.ssociat6 Ford dealers, and 
except when a discount is warranted by quantity purchases unless such a dis
count is in violation of lâ w. Dealer agrees, if requested by company, to display 
prominently in dealer's shô ^̂ 'room a chart showing current minimum retail prices-
as established by company for dealer's city or town. 

Customers' deposits.—The 1939 Ford agreement contains the follow
ing provision which is not found in other manufacturers' agreements. 
I t requires that the dealer shall hold "in trust" for the prospective-
customer anj'' cash down pajmients or any used automobiles traded-
in as part payment in anticipation of future deliveries of automobUes. 

Trade practices.—The 1939 Ford agreement also contains a clause' 
not found in other manufactm-ers' agreements, entitled "Trade Prac
tices," under which the dealer further agrees: 

(a) To avoid in every way such trade practices in connection with dealer's-
competition with other Ford dealers and in selling company products to the-
public as are injurious to company's good name and goodwill or are detrimental 
to public interest. 

Exclusive representation.—Several of the manufacturers' factory-
dealer agreements forbid their authorized dealers from representing 
in any way any other motor-vehicle manufacturer unless the dealer 
obtains the written consent of the manufacturer with whom he haŝ  
a contract; and, in case such consent is obtained, the dealer agrees to 
discontinue the representation of any other m.ake upon the request-
of the manufacturer. During the depth of the depression several 
manufacturers permitted their dealers to handle other makes, par
ticiUarly when the cars made by the two manufacturers were not in the-
same price class. 

The Nash agreement provides that it is understood that the net 
prices shown apply only m the event that the dealer does not engage 
m the sale of new automobiles except as are manufactured by the 
Nash-Kelvinator Corporation (Nash Motors Division) or its subsidi
aries; should the dealer not provide such exclusive representation,, 
the dealer's net purchase prices specified in the agreement shall bê  
increased by $10 on the Ambassador eight series, $8 on the Ambassador 
six series, and $7 on the LaFaj^ette series. 

The agreements of the three larger manufacturers do not contain, 
provisions prohibiting their respective dealers from handling auto
mobiles manufactured by other companies. 

However, the provisions in the General Motors agreements obligat
ing the manufacturer to make certain reparations for loss on premises 
owned or leased by the dealer in case of cancelation are effective 
oiJy if the dealer is using the premises exclusively for the sale and" 
servicing of a single line of General Motors products such as Chevrolet, 
Pontiac, etc. This provision applies both to non-General Motors-
products and to General Motors lines. For instance, if a dealer who-
is handling more than one General Motors line, such as Chevrolet 
and Buick, or any other combination of General Motors lines, is 
canceled by all General Motors Divisions represented within the-
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3-mon.th period, then the several divisions will jointly make settle
ment for the loss on lease as above described. However, if the 
General Motors dealer is handlmg cars made by a competing manu
facturer, there is no reparation for loss on lease sustained by virtue 
of the cancelation of the General Motors agreement. 

Basis of paymejit by dealer.—.AU agreements provide that motor 
vehicles shall be paid for on the basis of cash in advance of delivery 
or sight draft against bUl of lading. Parts, accessories, and other 
products shall be paid for in cash with order or c. o. d. unless manu
facturer has approved the dealer's credit. 

Title.—Agreements in general provide that title to all products shall 
remain m the selling company until actuaUy paid for by dealer in 
cash; nevertheless, nearly aU agreements provide that all shipments 
shall be at dealer's risk from time of delivery to the carrier. 

Methods of shipment and transportation charges.—Generally the 
agreements provide that the dealer shaU paj^ the manufacturer's list 
•price, other additional charges such as taxes, advertismg, etc., and, 
in addition, either the actual freight or a "transportation charge" 
to be determined by the manufacturer. Several agreements are not 
specific regarding the method of transportation or the amount of 
transportation charge to be paid by the dealer, some of them merely 
providing that the terms are cash f. o. b. factory or sight draft with 
bUl of lading attached payable with collection of transportation 
charges with no reference being made or right reserved to the manu
facturer to determine the mode of transportation or the amoimt to 
be paid therefor. Some agreements state that the manufacturer wUl 
prepay the freight and be reimbursed by the dealer therefor. Certain 
agi-eements deal with the subject of transportation more specifically 
and those clauses which may be of particular interest are summarized 
as follows: 

General Motors.—The different agreements of General Motors 
Corporation provide that: 

1. The manufacturer has the right to ship vehicles by whatever mode of trans
portation and from •whatever point it may select. 

2. The manufacturer prepays all transportation charges on vehicles and dealer 
agrees to pay manufacturer the transportation charges to be determined by 
manufacturer based on all-rail-freight charges from factory to dealer. 

3. The manufacturer has the right to establish average transportation charges 
, ,̂  on a national, regional, zone, or single market basis. 

'i i 4. A reasonable charge for delivery at dealer's place of business may also be 
made by manufacturer. 

5. The dealer assigns his right to any refund from any carrier arising out of 
payment of any unlawful freight rate and dealer releases manufacturer from any 
liability because of subsequent reduction ia freight or change. 

Chrysler.—The agreements of Chrysler Corporation state that: 
1. The practice of Chrysler is to ship motor vehicles by the mode of trans

portation the dealer requests. 
2. Chrysler reserves the right to ship by any means of transportation to assure 

prompt shipment under varying weather and other conditions affecting trans
portation agencies. Thus Chrysler agreements provide that manufacturer may 
deliver motor vehicles to a carrier of its own choosing either rail, haul-away, 
boat, or other means of transportation or deliver them for drive-away in con
formance with Chrysler policy. 

3. The dealer shall pay the freight differential in amount to be determined by 
j j I i Chrysler not to exceed railroad freight charges from Detroit, even if point of 

shipment be other than Detroit. 
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Ford.—The Ford Motor Co.'s 1938 agreement provides that: 
The dealer shall pay the company such amount as the company shall from 

time to time determine for transportation, crating, boxing, packing, double-
decking, and other loading charges. 

The 1939 agreements provide merelj^ that the company will sell its 
products to dealer at prices from time to time established plus 
company's charge for distribution and delivery plus taxes. 

Hudson.—Hudson Motor Car Co. agreements state that: 
The dealer may specify route of shipment but the manufacturer reserves the 

right when necessary to change routing provided the new route selected by the 
manufacturer will not require the dealer to pay a higher transportation charge 
than would have been assessed over route originally specified by the dealer. 

Advertising charge.—Several manufacturers' agreements provide 
that the dealer shall pay to the manufacturer, in addition to the above-
described amoimts, an advertising charge. Some agreements fix 
amounts per car which vary with the list prices. Other agreements 
merely provide that the dealer will pay the manufacturer such amount 
as the manufacturer shall from time to time determine for advertising. 

The former Ford agreements provided for an advertising charge, but 
the 1939 Ford agreement merely designates such extra charges by the 
factory to the dealer as a distribution charge. 

Two manufacturers specifically stated in 1938 agreements that they 
would provide local and national advertising which would be placed 
and paid for by them. For 1939, however, one of these two companies 
modified its agreement to provide for the payment of a definite adver
tising charge. 

Additional charges.—In addition to charges for transportation, most 
agreements contain provisions allowing the manufacturer to make 
additional charges, covering handling charges such as boxing, crating, 
etc., or factory delivery charges; and all agreements provide that the 
manufacturer may make additional charge for any Federal, State, or 
inimicipal tax wluch manufacturer is reqiured to pay with, respect to 
products sold to the dealer. The agreements generally provide that 
the above-described additional charges for transportation and taxes 
with an amount designated by the manufacturer as the dealer's 
handling or get-ready charge are to be passed along to the public by the 
dealer. 

Dealer required to develop territory to manufacturer's satisfaction.—As 
previously stated, all of the agreements provide substantially that the 
dealer must develop his territory to the satisfaction of the manufac
turer. Many of the agreements provide that the dealer must abide 
by all of the poUcies of the manufacturer as they shaU be announced 
from time to time in trade letters, amendments, or appendixes to the 
agreements, or in dealer schedules to be presently or subsequently 
announced, etc. 

Satisfactory salesroom or place of business.—Nearly all oi the agree
ments require the dealer to maintain salesroom and service facilities 
satisfactory to manufacturer; similarly the agreements provide spe
cifically or by implication that the manufacturer shall have the right 
to. inspect the dealer's place of business. 

Signs.—Nearly all agreements provide that the dealers shaU erect 
and maintain such signs as are designated by the manufacturer, at the 
dealers' expense. 

I 
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Use of manufacturer's name.—The dealer agrees in all-.company 
agreements.that upon termination of the contract he shall cease using 
the name of the manufacturer in firm name, advertising, etc., and that 
he shall remove immediately or revise all signs containing reference to 
the manufacturer's name or trade-mark. 

No variation from agi'eement.—All of the agreements provide sub
stantially that each new agreement supersedes, cancels, or merges all 
prior agreements or understandings. Furthermore, all agreements 
provide that no change, additions, or erasures of any printed portion 
of the agreement shall be valid or binding on either party unless such 
amendment is executed in writing by the president, secretai-ĵ ', or some 
other designated high official of the coinpany at the home office of the 
companj'-. 

Many of the agreements are even more specific, containing such 
terms as dealer agrees that no representations or statements have been 
made to him by the employees or officers of the company which would 
in any way tend to change the terms of the agreement. A few manu
facturers' agreements contain clauses similar to the following: 

I t is further agreed that there are no oral or other representations or understand
ings between the parties hereto affecting the relationship hereby or heretofore 
established; and that no traveling agent, field representative, or salesman shall 
have the power or authority to modify or change, either orally or in writing, the 
provisions hereof or to bind manufacturer in any way whatsoever. 

Manufacturers disclaim responsibility for dealer's com-mitments.— 
Most of the agreements provide in substance that the manufacturer 
shall not be liable for any damages or loss on any account whatsoever, 
directly or indirectly sustained by reason of or arising from the cancel
ation or termination of the agreement, except as hereinbefore set forth. 
Some agreements specifically state that liabilitj'- shall not attach to the 
manufacturer whether the alleged damage arises from failure to manu
facture company products, failure to fill orders therefor, or from loss of 
present or prospective profits from sales or from expenses or invest
ments made or incurred in the establishment or maintenance of dealer's 
busmess. 

Some of the agreements go so far as to state that the manufacturer 
shall not be held responsible in any manner for obligations or liabiUties 
incurred or assumed by dealer (notwithstanding the fact that the 

^ manufacturer or one of its employees m.ay have suggested, urged, or 
W \' recommended that dealer incur or assume same), unless manufacturer 

has agreed to assmne the responsibUity, either in whole or in part, by 
written agreement executed by its general manager or its general sales 
manager, except insofar as it is specifically provided otherwise in the 
agreement. 

Assignment of agreement,—All agreements provide that the agree
ment is not assignable until after notice has been given the manufac
turer and his written consent has been obtained. 

Claimed relation of dealer and manufacturer.—All of the agreements 
state that the dealer is not the agent of the manufacturer and that he 
is not authorized or empowered to act in any way as such, or to create 
or incur any liabUity on behalf of the manufacturer. Many of the 
agreements specifica.lly state that the relationship is not one of agency 
but is merely and solely that of vendor and vendee. 

Uniform accounting, financial reports, and inspection of dealer's rec
ords.—Most agreements provide that the dealer shall maintain a uni
form accountmg system designated by, or acceptable to, the manufac-
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turer. Most agreements also provide specifically that the dealer shall 
submit to the manufadturer a complete financial and operating state
ment a,t stated intervals or at such tunes as manufacturer may desig
nate. Several of the agreements provide that the manufacturer's em
ployees shall have the right to inspect or exa-mine dealer's records of 
account insofar as they relate to selling or servicing manufacturer's 
products. In addition to the above-described requirements as to re
ports, etc., a few agreements specificalty prohibit the dealer from re
ducing or impairing his ca.pital without first notifying or obtaining the 
consent of manufacturer. 

New car estimates.—All agreements provide for periodic estimates of 
new car reciuirements by dealers in one form or another. Some agree
ments require an annual estimate; others provide for a 10-day or semi
monthly estimate. These agreemient provisions relating to estimates 
usually contain general provisions to the eft'ect that the estimates are 
merely to guide the factory in buying materials, scheduling produc
tion, etc., but only one agreement specifically provides that "such esti
mates are not to be rega-rded as orders." 

Car orders.—A few agreements provide definitely that the manufac
turer will not ship cars except on dealer orders. Most agreements 
provide, in addition to these periodic estimates, that the dealer shall 
place written orders for new car requirements on forms provided by 
the factoi-y at definite dates, such as "prior to the 10th of the month," 
or "weekly," etc. Some agreements merely provide that orders will 
be submitted by the dealer "at such times and on a basis mutually 
satisfactory" to manufacturer and dealer. 

Several of the agreements specifically provide that the dealers' 
orders are not cancelable, and most of the agreements provide that 
the ordei-s are not binding until accepted by the manufacturer. All 
of the agreements carry a clause providing that delivery on all orders 
is subject to contingencies beyond the .control of the manufacturer, 
such as fires, strikes, shut-downs, war, etc. The Chrysler agreement 
extends this last protection to the dealer. 

General Motors agreements provide that orders not shipped during 
the particular month for which they are scheduled may be canceled 
by either party. If shipment is made during month scheduled the 
dealer is required to accept, but the manufacturer is merely required 
"to use its best efforts to fill its orders." 

The Chrysler agreements provide that the dealer is expected to 
accept any vehicle ordered and scheduled for production. Orders are 
subject to approval and acceptance by Chrysler Corporation at its 
principal place of business. 

The Ford agreem.ent provides that— 
the company agrees to give careful consideration to orders but expressly reserves 
the righ t̂ to fpUow or depart from orders according to its discretion. 

The dealer is thus bound to accept the ordered motor vehicle or mer
chandise whereas the manufacturer is not bound to make shipment. 

The Hudson agreement contains provisions simUar in effect to those 
mentioned above for Ford Motor Co. 

Minimwn stock requirements,—Most of the agreements provide 
that the dealer shall stock an assorted supply of new vehicles sufficient 
to meet the requirements of the dealer's territory. vSome agreements 
provide that this minhnum stock shall be mutuaUy satisfactory; 

•others provide that the minimum shall he satisfactory, to the 
manufacturer. 

1 
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Several agreements provide (some in more detaU than others) for 
a definite minimum stock of new cars. A few agreements require 
that a minimum workmg stock schedule shall be agreed to in a 
separate form, which is subject to revision ciuarterly. General 
Motors agreements provide that, in the event that dealer's stock of 
new vehicles shall be less than shown in the above-mentioned schedule, 
General Motors is authorized and dhected, without any further order 
from dealer, to ship new motor vehicles and chassis to an extent, and 
of such models and body types, as may be necessary to bring dealer's 
stock up to the above schedule. 

Other reports.—Many of the agreements provide that the dealer 
shaU furnish such other reports as the rnanufacturer may request. 
Several of the agreements provide that the dealer will periodically 
advise the factory as to the retail sales of new and used cars during 
the period, and as to the new- and used-car stocks as well as the unfilled 
orders on hand. This report is the so-called 10-day report. 

Parts and accessories.—All of the present manufacturer's dealer 
agreements rigidly restrict the dealer's use or sale of repau- parts not 
manufactured, authorized, or sold by the automobile manufacturer 
with whom he has an agreement. 

Furthermore, some of the agreements require the dealer to use and 
sell only accessories that are manufactured or approved by his auto
mobUe manufacturer. 

Most of the agreements designate the minimum stock of "genuine" 
parts to be maintained by the dealer and one agreement requires the 
dealer to— 
maintain a stock of genuine approved accessories equivalent to 
one-sixth of the sales of accessories by dealer during the previous 12 
months, based on cost to dealer. 

The General Motors agreements contain a clause whereby the dealer 
agrees not to seU, offer for sale, or use in the repair of the respective 
makes of motor vehicles, any part, whether new or second-hand, not 
manufactured or authorized by the respective manufacturin.g divisions 
of General Motors Corporation. 

The Chrysler agreements contain a clause whereby the dealer 
agrees that he will not sell or use in a Chrysler-made motor vehicle 
any parts except those purchased from the Chrysler Corporation or 
having the written approval of Chrysler. 

The Ford agreement contains a clause whereby the dealer agrees 
not to recommend parts other than those furnished by the company 
imless previously approved by the company, nor to substitute or sell 
parts not furnished by the com p̂any uiUess specifically requested by 
the customer. 

New car warranty.—All of the agreements provide that there are 
no warranties made by the manufacturers other than the standard 
manufacturers' warranty, which is either reproduced in the agree
ment or made a part of the agreement by reference to the fact that the 
only warranty which is provided is that on the back of retail-purchase 
form or customer's ser-vice-poUcy certificate. 

The standard warrant}^ so referred to and printed in several of the 
agreements is as follows: 

The manufacturer •warrants each new motor vehicle (including original equip
ment placed thereon by the manufacturer except tires),. chassis or part manu
factured by it to be free from defects in material or workmanship under normal . 
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use and service, its obligation under this •warranty being limited to making good 
at its factory any part or parts thereof which shall, within ninety (90) days after 
delivery of such vehicle to the original purchaser or before such vehicle has been 
driven 4,000 miles, whichever event shall first occur, be returned to it with trans
portation charges prepaid and which its examination shall disclose to its satis
faction to have been thus defective; this warranty being expressly in lieu of all 
other warranties, expressed or implied, and all other obligations or liabilities on 
its part, and it neither assumes nor authorizes any other person to assume for i t 
any other liability in connection with the sale of its vehicles. This warranty 
shall not apply to any vehicle which shall have been repaired or altered outside of 
an authorized service station in any way so as in the judgment of 
the manufacturer to affect its stability and reliability, nor which has been subject 
to misuse, negligence, or accident. 

Most of the agreements provide that the dealer wUl fulfiU the 
terms of the warranty and of the owner's service policy. In fumish
ing service to the car purchaser, the dealers are required to instaU 
flat rate service charges, to instaU special tools and equipment sug
gested by the manufacturer and to maintain adequate stocking of 
genuine parts. The agreements also provide that if, upon inspection 
hy the manufacturer of parts covered by the manufacturer's warranty, 
any parts are foimd defective that the manufacturer wiU replace the 
parts at no cost to the dealer except the cost of installation. Several 
of the agreements also provide that the manufacturer will compensate 
the de.a<ler in whole or in part for the labor of instaUing any defective 
part furnished by the manufacturer. 

Some of the agreements specifically provide that the dealer shall 
inspect and condition all new automobiles before delivery in accord
ance with factory requirements. Other agreements infer that the 
dealers are reqiured to perform this function. 

Most of the agreements provide that the manufacturer's warranty 
is null and void on any automobUe where parts not made or sold by 
the manufacturer have been used as replacements. 

Extent of revision in contract terms.—\Vith the exception of the above 
noted recent changes in factory-dealer agreements, there have been no 
substantial recent changes in the legal import of the agreements, 
although there have been extensive recent revisions in tbe form of 
factory-dealer agreements. 

Formerly the factory-dealer agreements consisted of several differ
ent documents including an agreement and several appendices and 
addendiims thereto, as well as a separate document covering terms 
and discounts. All of these documents were by reference made a part 
of each other, and each had to be considered to obtain the meaning of 
the agreement. 

Formerly these documents and the amendments and appendices, 
etc., were very involved and difficiUt to imderstand merely from the 
physical aspect, to say nothing of the complex language used in them. 
There has, however, been a decided trend within the past few years 
to make the manufacturer-dealer agreements much more readable 
and understandable. Most of the manufactmers have revised the 
forms of the agreements so that the various terms are developed mora 
logicaUy and clearly, and they have consohdated most of the provi
sions into one document. Some stUl contain additional documents in 
the form of appendices and separate schedules of discounts and terms 
of purchase. However, in such instances, the pertinent documents 
are often bound together in one volume and are indexed so that they 
may be more easily read. 
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Furthermore, the t3'-pe used is much larger and the language used 
is much simpler, and these mechanical improvements in themselves 
materially faciUtate a ready and more intelligent reading of the 
documents. 

SECTION 3. AGREEMENT PROVISIONS W H I C H L E N D THBJVISELVES TO 
ILLEGAL PRACTICES 

ISlements to be considered,—There are several provisions m the fac
tory-dealer agreements that may be Ulegal or may cause or permit 
Ulegal practices to he earned on pursuant thereto. However, a mere 
reading of these provisions wUl not yield sufficient information to per
mit a determmation as to their legality. I n ea.ch instance the actual 
practices carried out under the agreement, together with the extent 
to which trade is restra-ined and competition lessened must be jointly 
•considered with the actual language of the questioned provisions, in 
order to pernnt a determination as to whether any law is being vio
lated. The provisions to which particular attention should be directed 
i n this respect are discussed below. 

Restricted sales area and penalties for infringement.—The majority of 
the manufacturer-dealer agreements designate sales area and provide 
that the dealer shall have the right to purchase motor vehicles for 
Tesale in a designated sales area and not elsewhere. This right to 
-purchase motor vehicles for resale m the designated sales area is in 
many instances granted exclusively to the dealer for his sales area. 

However, metropolitan sales areas are usually not granted exclu-
•sively to one dealer, but are designated as multiple-dealer areas. To 
•enforce the dealer restriction as to sales area the majority of the man
ufacturer-dealer agreements pro^'ide that the dealer who sells a new 
•passenger automobile into the prescribed ten-itory of another dealer 
iia.ndling the same make of automobile must pay a designated sum of 
money to the dealer whose territory he has infringed, as a compensa
tion for the loss of the sale. 

Inasmuch as most of the agreements designate the manufacturer as 
the arbiter in deciding all questions rising in the infringement pro
visions and adjustments for infrmgements, the payment by the in
frhiging dealer to the dealer whose territory has been infringed may 
well be construed to constitute more of a penalty than an adjustment. 

Obviously, the purpose of restricted sales areas is to restrict the 
-competition, between dealers handling the same make of car. I n addi
tion to thus restricting the dealer to his prescribed sales area, a few of 
the agreements now provide for the restriction, by the manufacturer, 
of the number of dealers ha.ndling the same make of car in metropoli
tan areas. I n thus limiting.the competing dealers of the same make 
i n metropolitan areas, the manufacturers have met the requests of the 
-dealers that something be done to re-strict cross-selhng between dealers 
handlhig the same makes of automobiles. 

The practice of linuting the number of outlets in a particular area 
is a common one. Its tendency is to restrict competition, and this 
effect must be given consideration in determining the extent to which 
the restricted sales-area clauses and penalty provisions may tend to 
unduly restrain competition, particularly in view of the large number 
-of local dealer groups that conduct used-car valuation bureaus that 
are essentially schemes to fix and control the prices paid for used cars. 
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Sale for resale by unauthorized persons.—Several of the manufac

turers' agreements prohibit the resale of new motor vehicles as new 
cars hy a dealer through anyone other than another authorized dealer 
handling the same make of car. The agreements usually provide that 
if the manufacturer finds that one of his dealers has sold a new car 
which has subsequently been resold by any new- or used-car dealer or 
other person engaged in the automobile business other than another 
authorized dealer handling the same make of car, then the dealer 
maldng the original sale shall either forfeit the entire discount to the 
manufacturer or make such other payment as is specified in the several 
•agreements. 

The purpose of these clauses is to eliminate "bootlegging" (sale of 
new motor vehicles by an unauthorized dealer). 

These clauses tend to restrict the dealer's prî dlege of reselling his 
new vehicles to whomsoever he desires on. whatever conditions or 
terms he may choose to prescribe. Under the common law, and 
except where statute has provided otherwise in this coimtry, the 
owner of property has the right to sell that propertj- to anyone he 
selects and on satisfactory terms to himself. 

However, it must be conceded that the restrictive clauses here 
considered attempt to eliminate what both the dealers and the manu
facturers contend has been a bad trade practice. The practice of 
a used-car lot operator, filling station attendant, or other jierson not 
authorized to act as a new-car dealer, who has little or no overhead, 
and who freciuently is a "fly-by-night" operator who purchases dis
tress merchandise from dealers and resells it at cut prices, has long 
been bitterly complained against by dealers and deplored by the 
manufacturers as imfair competition. 

I t is contended that the amount of good done by this restriction 
in eliminating so-called cutthroat competition, far outweighs any 
tendency that the provision may have to lessen competition. I t is 
contended that instead of lesseiimg competition, competition on a 
legitimate basis will be promoted and encouraged. 

In order to give appropri-ate consideration to this practice as it 
afl'ects the public interest it would be necessary to carefully weigh 
the benefits derived from the elimination of bootlegging against 
the tendency to lessen competition in a way that has not been possible 
under the limits imposed upon this inquiry. 

.'Fleet sales and terms and discount provisions.—Most of the manu-
Jacturers reserve the right to sell their products direct to fleet users 
without mcurring any liability to the dealer for commission on such 
sales. I t is understood that several manufacturers have separate 
fleet-user agreements in which the fleet user is granted a special 
quantity discount. These agreements were not examined in con
nection Vvdth this study. 

The General Motors factory-dealer agreement, however, contains 
the following clause not found in the other manufacturers' dealer 
agreements: 

F L E E T - U S E R AG"REEMBNT 

(4) Dealer agrees that company and/or fleet sales division. General Motors 
Sales Cor]5oration, has the right to sell nê w Buick motor vehicles, chassis, repair 
parts, and accessories to any person, firm, or corporation within the territory 
covered by this agreement upon the terms and conditions now or hereafter set 
•forth in what is designated by the fleet sales division, General iVIotors Sales 
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Corporation, as its "fleet user agreement," without any obligation to pay dealer 
any commission or other charges upon such sales. 

Dealer agrees to cooperate with fleet sales division. General Motors Sales 
Corporation, in developing such "fleet user" business to the fullest extent and 
on sales to "fleet users" handled by him, dealer agrees to abide by and perform 
the terms and conditions of such agreement. New Buick motor vehicles and 
chassis furnished dealer for resale to "fleet users" will be invoiced to dealer at 
a discount which shall be three percent (3%) less than dealer's regular discount 
as herein specified, and in the event that dealer shall appropriate to "fleet 
user" business any motor vehicles or chassis already purchased, dealer agrees 
to pay forthwith to company the three percent (3%) difference in discount on 
such motor vehicles and/or chassis. 

Dealer agrees to give "fleet users" having identifiication cards from fleet sales 
division. General Motors Sales Corporation, a discount of tvi'enty-fi.ve percent 
(25%) from current list prices on all purchases of genuine new Buick repair parts. 

Attention is called to the fact that neither the fleet nor the dealer 
quantity discounts are based upon a single sale but on the contrary 
they cover sales accumulated over a period of time and in the case 
of fleets, cover sales from several dealers to one purchaser. 

The nature and scope of this investigation did not permit a study 
to be made of the fleet users' agreements nor of the terms and dis
counts of the several manufacturers with reference to the Robinson-
Patman Act. 

Resale price maintenance.—Automobile dealers have urged the 
manufacturers for a long time to take steps to restrict price competi
tion in the sale of new automobiles. 'The 1,939 Ford Motor Co. 
factory-dealer agreement contains the following provision: 

R E T A I L PRICES 

Insofar as it is lawful for dealer so to agree, not to resell company products 
bearing company's trade-mark or trade name at less than retail prices established 
for dealer's city or town from time to time bj ' company, except in cases where 
such goods have been damaged, or have become obsolete, or are about to become 
obsolete because of change in models, or in the case of sales to company or its 
nominees, or to other authorized Ford dealers, or associate Ford dealers, and 
except when a discount is warranted by quantity purchases unless such a dis
count is in violation of law, dealer agrees, if requested by company, to display 
prominently in dealer's showroom a chart showing current minimum retail prices 
as established by company for dealer's city or town. 

In all, 44 States have adopted State fair-trade acts, and the MiUer-
Tydings Act legalizes resale price-mam ten ance agreements in inter
state commerce as provided in such State enactihents. The above 
clause went into effect only in the faU of 1938, and no study has been 
made of any practices carried on by the Ford Motor Co. either in 
those States that have adopted, or in those that have not adopted, 
State fair-trade acts. 

Exclusive dealing in parts and accessories.—All of the present manu
facturer-dealer agreements provide definitely, but in somewhat vary
ing form, that the dealer wUl not "seU," "offer for sale," "handle," 
"purchase and use," or "deal in" any parts not manufactured or ap
proved by his automobile manufacturer. Furthermore, some of the 
agreements require the dealer to use and sell only those accessories 
that are manufactured or approved by Ms automobile manufacturer. 

Inasmuch as the Commission has issued complaint against the Gen
eral Motors Corporation in docket 3152, in which case testimony is 
being taken at the present tune, i t is not believed advisable that an 
attempt be made to pass upon this question other than to report 
that the Commission has issued a complaint charging that this type 



REPORT ON MOTOR VEHICLE INDUSTRY 139 

of clause in the General Motors contract is Ulegal under section 3 of 
the Clayton Act and that certain alleged coercive practices of the 
General' Motors Corporation in requring its dealers to exclusively 
handle accessories made or sold by General Motors Corporation or an 
affiliate, are also illegal. Elsewhere in this report such information 
bearing on this point as has been developed in connection with this 
inquh-y is presented. 

Exclusive representation,—Several of the manufacturers' factory-
dealer agreements forbid their authorized dealers from, representing in 
any way any other motor vehicle manufacturer unless the dealer 
obtains the written consent of the manufacturer with whom he has a 
contract; and, m case such consent is obtained, the dealer agrees to 
discontinue the representation of any other make of automobile upon 
the request of the manufacturer. Furthermore, as is shown in a sub
sequent chapter, certain information developed in connection with 
this inquiry to the effect that whUe other manufacturers do not put 
this clause in their contracts, most of them make i t a company policy 
to require a dealer to handle their make of car exclusively. In this 
connection it is to be noted that the Nash agreement provides for an 
increase in price to a dealer who does not give Nash exclusive repre
sentation. 

The Commission has not as yet formally questioned the legality of 
this practice insofar as it applies to the sale of cars although it has 
issued complaint against General Motors Corporation (in which pro
ceedings are now jjending), with regard to the use of a similar practice 
in the sale of parts and accessories. 

SECTION 4. INEQUITABLE REQUIREMENTS IMPOSED ON DEALERS 

Any satisfactory study of the relationship existing between the 
manufacturer and his dealers should take into consideration the 
manner in which the agreements have been enforced and the interpre
tation placed on some of their important provisions by the courts of 
the land. The agreements apparently outline the terms under which 
the manufacturers wiU permit their dealers to order merchandise in 
such quantities and on such terms and for such period of time as the 
manufacturers may subsequently determine. The essential, condi
tions under which the business is conducted by the retaU dealers is a 
matter to be determined not only from the agreements themselves but 
also in the light of the manufacturers' general policies and practices 
as applied to their dealers. 

An officer of one of the automobile companies summed up the situa
tion in a letter to the Commission, in which he said: 

One thing which the enclosures [the 1939 sales agreements] do not show, is 
that "priceless ingredient" of prime importance—namely, the manner in which 
the contract is administered. 

There are many provisions in the agreements which afford oppor
tunities for tbe manufacturers to take unf ah- advantage of the dealers 
who are selliug their products to the pubhc. In commentmg upon the 
nature of the usual franchise between an automobile manufacturer and 
his dealers, a Federal judge has stated:^ 

At the outset it is to be ob.served that it is simply a question of an ordinary 
contract between tlie parties which they have the right to make; and whether 
they desire to establish the relationship of vendor and vendee, or to establish the 

' S. B. McMadcr, Inc, T, Chevrolet Motor Co. (3 Fed. {2d.) 469). 
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relationship of principal and agent, there being no ground of public policy to 
interfere, they are entirely within their rights in so framing their contract to 
carry out their intention. The intention of the parties in the absence of any 
grounds of public policy must prevail, and their intention must be gathered from 
the terms of the contract itself. 

A further comment of the court is of interest: 
As I view this contract, the case is simply this: The manufacturer desires to 

sell his products in such manner only that his interests maj' be projnoted. He, 
therefore, demands as a part of the price in the making of the contract that the 
person to whom he sells his goods shall submit to certain restrictions. The jierson 
desiring to buy the manufacturer''s goods is anxious to purchase them and in order 
to purchase them is willing to submit to the conditions and restrictions named. 

In another case a Federal district jndge, in commenting upon the 
contract between the Ford Motor Co. and its dealers, made the follow
ing comment:̂  

Summarizing this recital of the relations between the Ford Motor Co. and the 
residents of Maryland who handle its products, i t appears that while the company 
does not maintain within the State an agent with power to bind it by contract, 
nevertheless the actual supervision and control exercised by it through its travel
ing representative is almost as complete as if the dealers were its agents in aU 
respects. The privilege of handling Ford oars and other products is evidently 
valuable, and since the company may withdraw it at any time, it is not difficult 
to prevail upon tlie dealer to comply with the company's demands. 

Bearing in mind that the dealer is always haunted by the possibility 
of cancelation of his dealership, with or without cause, it may be 
pointed out that the folloviang agreement provisions afford oppor
tunity for unfair treatment of a dealer: 

Cancelation.—All the agreements provide for cancelation or terhoi-
nation by either party at wUl by the serving of a specified notice on 
the other party. 

The respective provisions as to length of notice vary from no notice 
in the 1938 Ford agreement (which has been changed to 60 days in 
the 1939 agreement) to 90 to 95 days in the General Motors and 
Chrysler agreements. This cancelation clause has been the subject 
of litigation between- manufacturers and dealers for many years. 'The 
courts have usually held that due to this clause the franchise agree
ments were executory and unenforceable from the standpomt of the 
dealer by reason of want of miitualit3''. In most cases where dealers 
have attempted to recover damages from manufacturers for breach of 
contract by refusal to ship cars ordered pm-suant to the terms of the 
franchise, and defense is made by the manufacturer that the agree
ments were cancelable at will or upon a, certa.in number of days' 
notice, the dealers have been unable to recover.*̂  

In one case where the court found that the manufacturer had spe
cifically agreed to sell automobUes to the dealer, who had agreed to 
buy a definite number within a certain period of time, and the manu
facturer had argued that the cancelation clause winch reserved m the 
manufacturer the right to cancel the contract "for violation of any of 
the conditions" or in case of dissensions in the dealer's organization, 
and other specific reasons, relieved the manufacturer of any obligation 
whatever and destroyed the consideration,, the court held that i t did 
not give him power to terminate the contract at his pleasuire a-nd that 
the complaint of the dealer set forth a cause of action.'' 

» La Porte Heinekamp Motor Co. v. Ford Motor Co. (24 Fed. (2d) 861). 
" Velie Motor Cur Co. v. Kopmeier Motor Co. (184 Fed. 324); Ford Motor Co. v. Kirkmiier Motor Car Co., 

Inc. (65 Fed. (2d) 1001); Oakland Motor Car Co. v. Indiana Aulomobile Co. (201 Fed. 499, mi) . 
' Mom Motor Car Co. of New York v. Moon Motor Car Co., Inc. (29 Fed. (2d) 3). 
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The following quotation from the leading case,* with respect to the 

interpretation of the cancelation clause of the autoinobile manufac
turer-dealer franchises, indicates the attitude of the courts with respect 
to the ability of dealers generally to recover damages for breach of 
their franchises by the manufacturers: 

I t appears that the plaintiff has been disappointed in its expectations and has 
been dealt with none too generously by the defendant; but while v,'e- sympathize 
with its plight, we cannot say from the evidence before us that there has been 
such a breach of binding contract which would enable i t to recover damages. 
While there is a natural impulse to be impatient with a form of contract •vs'hich 
places the comparatively helpless de,aler at the mercy of the manufacturer, we 
cannot make contracts for parties or protect them from the provisions of the 
contracts which they ha.ve made for themselves. Dealers doubtless accept these 
one-sided contracts because they think the right to deal in the product of the 
manufacturer, even on his terms, is valuable to them; but after they have made 
such contracts, relying upon the good faith of the manufacturer for the protection 
which the cont-rao-ts do not give, the}' cannot, when they get into trouble, expect 
the courts to place in the contracts the protection ivhich they themselves have 
failed to insert. 

Develop territory to satisfaction of manufacturer.—All of the agree
ments provide that the (iealer must develop the territory to the 
satisfaction of the manufacturer. 

This provision is so indefinite that it gives the manufacturer a basis 
for dictathig to the dealer the number of cars that the dealer will 
purchase. As a matter of pra,ctice, the large manufacturers divide 
the country into zones and ciistricts and assign to each zone and dis
trict certain quotas, wluch are broken down in detail to the point 
where each dealer is assigned a quota which may be described as the 
estunated number of cars which the manufacturer fixes as a sales goal 
for the dealer to strive to attain. 

"Percentage of price class," which may be defined as the proportion, 
based on past performa.nce, of the total estimated number of cars of 
simUar or competing price that may be sold, is given consideration in 
the formation of estimated quotas. Changing business conditions 
may make it impossible for dealers to sell their full estimated quotas, 
or may make it possible for him to sell more than his quota as the 
season advances. Percentage of price class, however, becomes the 
means of checking currently whether the dealer is getting his share of 
the available volume as the season advances, irrespective of whether he 
fails to attain his quota or exceeds it. If i t happens that a dealer 
who falls short of selling his ciuota also fails to sell his proportion of 
the total number of cars sold in lus price class, he will be subjected to 
increased pressure to take and sell cars to maintain his percentage of 
price class. 

The dealer has no redress under the terms of the contract against 
the manufacturer where his franchise has been canceled by the manu
facturer because of the dealer's failure to satisfactorUy develop the' 
territory. Where the dealer has attempted to recover damages from 
the manufacturer for breach of the contract for this reason, and where 
the contract by its provisions may be canceled by either party by 
giving 5 days' notice, only nominal damages may be recovered, even 
where the breach took place before notice of cancelation was given.' 

Wliere a dealer operating under a franchise which gave him exclusive 
territory, but which did not obligate him to huy, or the manufacturer 

» Fonl Motor Co. v. Kirkm'ier Motor Car Co., Inc. (05 Fed. (2d) 1001). 
• Cheirolet Motor Co. v. McCullough Motor Co. (6 Fed. (2d) 212). 
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to seU, any specified number of cars at any given price, and provided 
for termination if the manufacturer should believe the di3aler was not 
dUigent in selling cars, the courts have held that such franchise may be 
termmated by the manufacturer at will and the dealer has no right of 
action for damages because of such termination.^" 

Orders binding on dealer but not on manufacturer.—Several of the 
agreements specifically provide that the dealer's orders are not 
cancelable, and most of the agreements provide that the dealer's 
orders are not binding until accepted by the manufacturer. 

The dealer is thus bound by the orders upon acceptance thereof. 
However, General Motors agreements provide that the manufacturer 
is merely bound to use its best efforts to fill dealer's orders, and Ford 
agreements provide that the coinpany is requhed "to give careful 
consideration to orders but expressly reserves the right to follow or 
depart from orders according to its discretion." 

In one case where a dealer attempted to recover damages for the 
faUure of the manufacturer to deliver machines ordered prior to date of 
cancelation of franchise, the court held that the language in the 
franclnse, to the effect that the company would use its best endeavors 
to deliver automobUes to the dealer in accordance with his orders but 
should not be liable for any damages by reason of such faUure to de
liver, prevented the dealer from recovering.̂ ^ 

In one case, where a dealer attempted to hold the Ford Motor Co. on 
breach of an oral contract for damages to the extent of approximately 
$24,000, which the jury found he had sustained, the court upheld the 
provisions in the Ford contract to the effect that wliUe the company 
would give attention to estimates of the dealer for cars, no legal 
liabUity to fill such estimates or orders was incurred under any cir
cumstances, and reversed the judgment of the lower court and rend
ered its judgment in favor of the Ford Motor Co.̂ ^ 

In another case, however, the court did not uphold the contention of 
the manufacturer where the dealer had received a part of his order of 
cars prior to the termination of the franchise and sought to recover 
damages for failure to deliver the number of cars that had been ordered 
prior to the date of cancelation, and the manufacturer contended that 
under the franchise, even if the cars were ordered and not delivered, 
there was no right of action unless the orders had first been accepted 
and that no suit could be maintained based upon failure to deliver cars 
after the termination of the franchise, since i t was provided therein that 
all orders undelivered at its expiration were canceled. The court said, 
with respect to this defense, that the schedule attached to the franchise 
gave a definite right to the dealer to have shipped to Mm the specified 
number of cars at the times therein detaUed. 

All of the agreements provide that the manufacturer's responsi
bility to make delivery on orders is subject to contingencies beyond its 
control, such as fires, strikes, shut-downs, war, etc. However, only 
the Chrysler agreement extends this protection to the dealer. 

Â o variation from written agreement.—AU the agreements provide 
that there shall be no variation from the written agreement, and in 
order to restrict the manufacturer's liability to the terms of the written -— • 

" Huffman v. Paige-Detroit Motor Car Co. (202 Fed. Ue). 
11 Studebaker Corp, of America v. Wilson (247 Fed. 403). See also Ford Motor Co, v. Maddoz Motor Co. (73 

S. W. (2d) 517). 
1! Ford Motor Comimnv v. Maddox Motor Co. (73 3. W. (23) 617). 
" Ellis V. Dodge Bros. (246 Fed. 764). 
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agreement, and to disclaim any responsibihty for misrepresentation 
that may be made by the manufacturer's agent or emplô '̂ ees, each 
agreement provides that ali prior agreements or understandings are 
canceled and superseded. 

Most of the agreements are even more specffic, containing a pro
vision that the dealer agrees that no representations or statements have 
been made to him by the employees or officers of the company which 
would in any way tend to change the terms of the written agreement. 

"When this restriction as to alteration of the written agreement is 
c nsidered in conjimction with the afore-mentioned reservation, requir-
in^̂  the dealer to develop the territoi-y and otherwise conduct his busi-
nesL- to the satisfaction of the manufacturer, the inequity of the two 
provisions is at once apparent. 

The foregoing provision has also been the subject matter of Utiga
tion between manufacturers and dealers of automobiles for a number 
of years, as i t has been quite customary for dealers to get representa
tives of manufacturers to agree orally to modifications of the written 
franchise, but when the dealers have attempted to hold the manufac
turers to these oral agreements, the manufacturers have usuaUy re
sorted to this clause in the franchise as a defense. The courts have 
quite universally enforced the clause tn favor of the manufacturer 
where dealers have attempted to recover damages for breach of oral 
agreements.̂ * 

Dealer's place of business to be satisfcbctory to manufacturer,—Nearly 
all the agreements require the dealer to maintain salesroom and service 
facilities satisfactoi-y to the manufacturer. 

Here, again, the unfair feature of this provision is the forcing of the 
manufacturer's wUl upon the dealer in matters which vitally concern 
the dealer, inasmuch as, under this provision, the dealer may be 
required to spend substantial sums of money in purchasing, eqiupping, 
and maintaining salesroom and service faciUties often far beyond his 
means and his earning power, and thus be forced out of business. 

In practice, the zone and district representatives of the major 
manufacturers, in tlieir contacts, with the dealers in their respective 
territories, dictate to the dealers the amount of the expenditures, and 
the manner in which the expenditures are made by the dealers in the 
maintenance of salesroom and service facilities satisfactory to the 
manufacturer. As hereinbefore indicated, the dealers have no 
redress under such circmnstances, due to the fact that most of the 
agreements contain provisions which release the manufacturer from 
any liabUity for damage incurred by the dealer which is not specifically 
provided for in the agreements, and the manufacturers are not bound 
by the oral representations of its representatives. There are numerous 
cases where dealers have attempted to recover from manufacturers for 
losses and damages susi .iued under such circumstances, where the 
courts have rigidly construed the franchise agreements in favor of the 
manufacturer.'* 

In the case cited in the footnote, the dealer had been required to 
change its place of business in order to continue to handle the products 
of the manufacturer, thereby sustaining a financial loss. 

In another case a dealer was induced to expend substantial sums of 
money and to move a filling station that had been profitable to an 

'* Ford Motor Co. v. Kirkmver Motor Car Ca. (65 Fed. (2d) 1001): Jordan H al. v. Buick Motor Co. (76 
Fed. (2d) 447); Ford Motor Co. v. Maddoz Motor Co. (73 S. W. (2d) 517). 

i» Ford Motor Co. v. Kirkmyer Motor Car Co., Inc. (65 Fed. (2d) 1001). 
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unprofitable location, on the oral and written agreements of the 
manufacturer's representative that his franchise would not be canceled 
within a certain periqd of time. When the manufacturer canceled 
the franchise within that period of time, the dealer attempted to 
recover damages for cancelation of the agreement, but was not 
successful principa;Uy because of an erroneous instruction to the jury 
with respect to the ê ddence submitted to it to determine whether the 
original franchise had been modified by the alleged special agreement 
set up by the dealer in his suit. The court mdicated, in its opinion, 
that the representatives of the manufacturer apparently had authority 
to modify the written franchise even to the extent of surrendering the 
right to cancel without cause. 

New car estimates.—All of the agreements provide for periodical 
estunates of new car requirements of dealers, which are sometimes 
caUed projections, and a few of the agreements provide definitely 
that the manufacturer wUl not ship cars except on dealer's orders. 

Manufacturers generally clahn that the projections are in no sense 
considered by them as orders. As wUl bc'shown later, however, 
dealers claim that these projections or estimates, taken hi conjimction 
with the requirement on the part of the manufacturer that the dealers 
seU their "percentage of price class," become the basis for pressure on 
dealers to sell enough cars to satisfy the manufacturer and thereby 
render the dealer's agreement safe from threat of cancelation. 

One of the agreements provides that in case the stock of cars on 
hand shall be less than the dealer's required minimum worldng stock 
as set up in the agreement, or appendixes thereto, the manufacturer 
is authorized, without further order, to ship new cars to an extent and 
of such models and body types as may be necessary to bring dealer's 
stock up to the agreed minhnum stock schedule." 

Unfair trade practices.—The Ford Motor Co.'s 1939 agreement 
requires the dealer to avoid trade practices that may be injurious to 
the company's good name or detrimental to the public interest, as 
determined by the manufacturer. 

This provision of the Ford 1939 agreement gives Ford an oppor
tunity to put into effect the recent resale price maintenance laws and 
thus to control the resale price of its cars, and, at the same time, 
to hold in check the activities of its dealers, with respect to the sale 
of new and used cars to the public. 

While this is a new provision, and there is not much evidence as 
yet with respect to the manner in which it is being enforced, it probably 
is fraught with the most danger of any of the provisions, since i t 
places in the hands of the manufacturer the right to determine a quasi-
legal and factual condition which in the ordinary course of events 
should be the concern of governmental authority. Wliat are trade 
practices that may be injurious to the company's good name might 
be a matter to be determined by the coinpanj^, but a practice which is 
detrimental to public interest is a matter for a governmental agencĵ  to 
determme after having taken into consideration all of the facts,includ-
ing those to be presented by the dealer as well as the manufacturer. 

In considering the foregomg provision of the 1939 Ford agreement 
i t must be conceded that in tins instance the manufacturer has stated 
his policy with respect to this important question and not left the 

i« Oakland Motor Car Co. v. Kremer Motor Co. (2-13 N. W. 673). 
" General Motors' 1D3S agreement—tho 1939 agreement omitted this clause. 
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dealer to the uncertain interpretation of general clauses with respect 
to the enforcement of the manufacturer's policies. 

Uniform accounts and financial reports.—Most of the agreements 
provide that the dealer shall maintain a uniform system of accoimting 
designated hy or acceptable to the manufacturer, an,d that the dealer 
shaU submit to the ma.nufacturer a complete financial find operating 
statement at stated intervals, or at such times as the manufacturer 
may designate. 

I n practice the major manufacturers in this way keep close watch 
over the financial status of their dealers and are thus enabled to know 
when the dealer is financially able to expand his business, or to 
purchase more cars, parts, and accessories. 

Inspection of dealers' business and records by manufacturer.—Many 
of the agreements provide that the manufacturer shall have the right 
to inspect the dealer's place of business, and several of the agreements 
provide that the manufacturer's employees shaU have the right to 
inspect or examme dealer's records of account. 

I n practice, the manufacturer's representatives call periodically 
upon the dealers and inspect their stocks of parts a,nd accessories to 
determine whether or not any so-called "foreign," "pirate," or "gyp" 
parts and accessories are in the dealer's stock or on display, and, as 
the occasion demands, inspect the purchase records of the dealers to 
determine whether or not parts or accessories have been purchased 
other than from the car manufacturer during the preceding period of 
time. These representatives also make inspection of the stock and 
service room from the standpomt of orderliness and cleanliness. 

Title and risk in shipment.—The majority of the agreements provide 
that title to all cars shall remain in the ma-nufacturer until the cars 
have been paid for by the dealers. Nevertheless, the majority of the 
agreements provide that shipments shall be at dealers' risk from time 
of delivery of the cars to the carrier. 

Thus, i t will be seen that the dealers are requh-ed to assume risk 
of fire, theft, and other similar losses, often before they receive title 
to the cars they are purchasing. 

Extra char'ges.—UsuaUy, the agreements provide that the dealer 
shall pay the manufactm-er's list price for all cars purchased and other 
additional charges, such as taxes, advertising, etc. 

Several of the agreements provide for an advertising charge of a 
specific amomit per car, or in such an amount as the manufacturer 
shall from time to time determine. I n practice, tins advertising 
charge is an expense borne by the dealer, as there is no obligation on 
the part of the manufacturer to expend this definite sum for adver
tising. I n the General Motors 1939 contract the manufacturer agrees 
to use tins money for advertising in the dealer's community and to 
account to the dealer for unexpended funds. I n the Hupmobile 1939 
agreement i t is specifically stated that the manufacturer will provide 
local and national advertising, to be placed and paid for by the manu
facturer. 

Transportation charge.—Most of the agreements also provide that 
in addition to the list price and such items as taxes, advertising, etc., 
the dealer shall pay either the actual freight from point of manufac
ture or distribution to the dealer's place of business or a "transporta
tion charge" to be determined by the manufacturer. 
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\ In practice, the manufactm-er, as a rule, fixes an arbitrary "trans-
\ portation charge" which the dealer is required to pay, regardless of 
! the actual amount of money expended in transporting the car, or the 
I shipment of the cars, from the factory or distributing point to the 
I dealer. This is often an item of extra cash income to the manufac-
Hurer.̂ ^ 

Dealer to conform to manufacturer's policy.—Many of the agreements 
provide that the dealer must abide by all of the poUcies of the manu
facturer as ma.y be aimoimced from time to time in trade letters, 
amendments or appendixes to the agreements, or in dealers' scliediUes 
to be presently or subsequently annomiced. 

This provision of the agreements gives the manufacturer the 
privUege of imposing certain obligations upon the dealers without the 
dealers' specific consent. 

Alfred P. Sloan, Jr., chahman of General Motors Corporation, in 
general sales committee meetings as early as July 1925 indicated he 
was cognizant of the evUs of cancelation of dealers without sufficient 
reason or cause, and in a recent address to a group of automobUe 
dealers publicly recognized the problem and the obhgation in the 
foUowing language: 

I might mention the practice of the mdustry of providing for the cancelation 
of its selling contracts, without notice, and without cause, on the part of either 
party. I have been giving much thought to this point. I t cannot be denied 
that in by far the great majority of our relationships the question is never raised, 
yet when such circumstances develop it is important to the individual concerned. 
Important progress has been made by the manufacturer toward accepting deifi-
nite obligations in the way of liquidating the dealer's operating assets and in 
participating in any losses that might occur incident to obligations more or less 
fixed. But entirely aside from all this, perhaps cancelation without cause is 
subject to criticism from the standpoint of the general equities involved. I am 
inclined to thinh it is,̂ ^ Therefore, perhaps we should consider a somewhat 
different relationship. This subject should be further explored.^" 

In the interim of 13 years, only superficial remedies had been applied 
a-nd dealers were still being canceled at will. 

19 See also ch. 0, p. 63. 
" Italics supplied. 

Address before the National Automobile Dealers Association, iu Detroit, April 27, 1938. 



CHAPTER IV. PRACTICES OF MANUFACTURERS RESPECT
ING INVESTMENTS OF DEALERS 

SECTION 1. NATURE AND SCOIE OF DISCUSSION 

Nature of dealer complaints.—The principal complaints of auto
mobile retaUers which led to the adoption of the resolution under 
which this inquiry was made were to the effect that dealers are sub
jected by manufacturers to various types of pressure or coercion which 
are regarded as unfah- or unjust to the dealers' interests. Not aU 
manufacturers use the same types of pressure or apply them with the 
same degree of severity. In discussing this matter, A. N. Benson, 
general manager of the National AutomobUe Dealers Association, 
stated as follows before the Interstate and Foreign Commerce Sub
committee of the House of Representatives on December 16, 1937: 

A great deal of the difficulty, a great deal of the controversy, a great deal of the 
situation that is debatable is the result of the type of arrangement that exists 
between the manufacturer of automobiles and the dealers. 

There is in. existence a sales arrangement between the two divisions, if we may 
term them such, commonly known as a contract, but which is more generally 
considered to be a franchise or a right to sell. Probably all of the difficulties in 
the retail branch of the automobile industry stem from this arrangement, at 
least it is thought so by a great number of people. The system under which the 
automobUe dealers now operate has grown without any marked changes untU it 
has come to be regarded as a part of •the system of the automobUe industry, and 
it differs widely from present day methods of doing business in other lines. The 
industrj^ has changed, conditions through the United States and the world have 
changed, but this franchise arrangement has changed very little. * * * 

Now, this system, in which this franchise arrangement is in effect, has a tendency 
to make the automobile dealer subservient to the wishes of the manufacturer if 
he wishes to continue to sell the product of that manufacturer. 

I t is a very significant fact that most of these franchises are cancelable, with 
or without cause, and can be terminated immediately upon notice. 

This system under which a manufacturer establishes an automobile dealer, 
who is induced to invest a substantial amount of money to work under a franchise 
which is cancelable at the will of the manufacturer, permits of coercive practices 
in the .sale of automobiles and in the sale of parts and in the sale of the equipment 
to service the automobiles.. 

Now, this investment, once it is made, depends for its value upon the continu
ing of the franchise, and so long as it is possible for a field representative of the 
manufacturer to say to the dealer, " I f you wish to continue or to renew the fran
chise or permit to do business, you must buj'̂  these automobiles, or j'ou must buy 
these parts, or you must come in on this advertising program or we will get a 
new dealer in this community," and dealers will be forced to employ trade 
practices which are not in the public interest, in many cases. 

Nô ^̂ ', this coercion—and it is coercion—maj- be only implied. I t may be 
merely that there has been some dealer in another community •who has had his 
contract or franchise canceled "for failure to cooperate," and that is used as a 
warning.' 

The discussion of the manufacturer-dealer agreement presented in 
the preceding chapter has indicated the general form of the contracts 
or agreements in effect dm-ing 1938 and 1939. This review indicates 

1 Hearings before a subcomniittee of the Committee on Interstate and Foreign Commerce, House of 
Eepresentatives, 75th Cong., 2d and 3d sessions, December 16, 1937, to January 14, 1938, pp. 6 and 7. 
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that with respect to one point covered by Mr. Benson, lia-mely, the 
period of notice required in case of cancelation there has been a 
general change in terms providing for a definite period of notice by 
the manufacturer in case of cancelation. In certain other respects, 
also, the 1939 contracts of several manufacturers have been modified, 
generally along the line of writing into them provisions desired by 
dealers, particularly'" with respect to protection of their territories 
agamst cross selling ancl the provision of penalties in case cross sales 
occur. Some also have added to their agreement, or made more 
definite provisions already in them respecting repurchase of stocks of 
hew_ cars and parts. In general, however, the agreements for 1939, 
although they have, in some instances, been extensively rewritten 
and rearranged, still contain within their provisions much the same 
basis for the exertion of large power over retailers hy manufacturers 
and then local representatives complained of in the above cpiotation. 
For 1939 . the contracts have been liberalized in some respects by 
wi-iting mto them certain provisions which the dealers desired but 
without materially changing provisions intended to safeguard the 
interests of manufacturers. Therefore, both the terms of the 1939 
agreements and the fact that the two parties entering into it have 
widely difiering bargaming power serve as the basis for the exertion 
of pressure by manufactm-ers upon dealers. 

'The manufacturer's superior economic streugth and bargaining 
power can be typically illustrated by pointing out that the holding of an 
agreement with a manufacturer is absolutely essential to the conduct 
of a dealership. Without such a contract the dealer cannot obtain a 
supply of new cars to sell. To the manufacturer, however, the ques
tion, of whether he wUl have an agreement with dealer A or dealer B 
in a given locality or whether he wiU have no agreement with any 
dealer in that particular locality is not vital to the existence of his 
business as a manufacturer. WhUe i t is desirable that he shall have 
as manj'' dealers as may be necessary to obtain the desired volume of 
sales, no particular dealer is absolutely essential. In case one dealer 
is unsatisfactory and the manufacturer elects to cancel this dealer's 
agreement, there is always the possibility of obtaining another dealer 
in the same locality. In fact, i t is a customary practice on the part 
of the manufacturers to have lists of prospective dealers available 
in the hands of their field representatives in order that such changes in 
dealerships as seem desirable may be made as promptly as possible. 

From his advantageous and dominating bargaining position in the 
making of agreements, each manufacturer formiUates the terms of his 
dealer agreement and imposes the reqiurement that no change what
ever may be made in the printed terms in signing up any dealer. In 
addition, the agreements state that the printed form signed shall con
stitute the entire working agreement between th:e dealer and the manu
facturer. In some instances they specifically state that no oral or 
other statements made by the manufacturer's or distributor's repre
sentatives who make the contact with and secure the signature of the 
dealer to the agreement shall be binding as between the dealer and 
the manufacturer. To make these provisions effective, the printed 
forms provide that no dealer agreement shall become efTective nntilit 
has been countersigned bj"" the manufacturer's home office. 

The forwarding of the agreement to the manufacturer's home office 
for approval and its return with such approval requires the elapse of a 
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period of time which may varj ' in length, especiaUy if, as quite often 
happens, approval is withheld untU such time as the dealer has com
plied with certain requirements for dealership set up by the manufac
turer, particularly with respect to location and type of place of busi
ness, provision of dealer service facilities, tools, and the like. Also, if 
the dealer is handling the products of a competing manufacturer, 
approval of his signed agreement may be held up imtU he has can
celed his agreement with the competing manufacturer. 

Whenever approval of the dealer's agreement is held up pending the 
acquisition of a new location, or the remodeling of quarters, or the 
provision of facUities, or purchase of tools and service equipment to meet 
the manufacturer's requirements of his dealers, the clealer is com
pelled to make an investment or to obligate himself financially for 
amounts often rumiing into thousands of doUars before he really has 
a franchise agreement under which to operate at all. After approval 
by tho manufacturer's home office, the franchise agreement, by its 
terms generally, is in form a continuing agreement eft'ective until 
superseded by a new a.greement or imti l ca,nceled by either part}' as 
provided in the agreement. Unti l recent years some manufacturer's 
contracts provided for termination for any cause or for no cause and, 
in some cases, with no notice, wliUe iu those cases in wluch notice was 
provided, its period was sometimes as short as 10 or 15 days. I n the 
1939 contracts, periods of notice by the manufacturer generally lia.ve 
been lengthened to from 30 to 90 da.ys. 

Thus, although clauses dealmg with cancelation and certain other 
matters have been liberalized and some new clauses have been added, 
other important provisions aft'ecting conditions under which automo
bile retailing is conducted have unclergonc little change, so far as the 
terms of the manufacturer's agreements are concerned. Consequent^, 
both under the terms of agreements, and by his superior economic 
strength and position in bargaining with his dealers, the manufacturer 
stiU possesses large power to exert pressure upon dealers who, for any 
reason, do n o t operate in ways satisfactory to the manufacturer. 

Subject matter and m.ethod of d.iscussion.—In accordance with that 
part of the resolution directing the Commission to make mquu-y re
specting the conditions under which the retailing of motor vehicles is 
conducted, the subject matter of the balance of this chapter, and also 
of succeeding chapters, becomes the presentation in some detail of 
facts developed respecting the validity of dealer complaints that, both 
under the provisions of manufacturer-dealer contracts and in accord
ance with policies determined by manufacturers, but not fully set out 
in the written dealer agreements, undue pressure is exerted upon deal
ers, and that the dealers' interests too often are injured thereby. 

In addition to the threat to cancel the dealer's contract i t is alleged 
that manufacturers or their field representatives use various other 
methods of forcing dealers to operate along the lines desired by the 
manufacturers. Tt is alleged that an unsatisfactory dealer may be 
discriminated against in delivery of cars or shipments of orders; that 
new dealers may be esta.blished in his territory; that the manufacturer 
may set up a factorj--owne-d or factory-controlled dealer in his terri
tory; or that refusal to make shipments, except upon condition that 
the dealer will settle for cars through some particular finance company 
or in a particular manner, may be imposed upon the dealer. 
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_ In conducting the inquiry it was found that many dealers, although 
dissatisfied with conditions under which they operated, were reluctant 
to discuss the causes of their dissatisfaction, if such causes involved 
dealer requirements imposed on them by manufacturers. This was 
especiaUy true if the dealer was stUl handling cars made by the manu
facturer exerting pressure. In such cases reluctance grew out of 
fear that his dealer agreement might be canceled if the manufacturer 
learned that the dealer had discussed coercive practices or complained 
about them. 

The sa-me reluctance to let their nam-es be known was shovm hy a 
number of dealers in answering a report form or questionnaire sent 
to dealers which was marked '"'confidential" and respecting v,'hich 
the accompanjdng letter of transimttal stated: 

In requesting your cooperation in furnishing information, i t is desired that the 
Commission's questions, and your ans'̂ 'ers, shall be kept confidential as between 
the Commission and yourself. I t is hoped that you will feel free to answer both 
parts of the report fully to the end that the facts respecting dealer investments 
and profits, as •well as the practices of manufacturers, finance companies, and 
dealers may be obtained for consideration by the Commission. 

This same fear of reprisals or injury to their businesses was expressed 
by a number of dealers who forwarded material anonymously, in some 
cases including documents from which the dea-lers' names had been 
eliminated. The foUowing statement by one such dealer forwarding 
documentary evidence is typical: 

I dare not sign anything that could possibly be relayed to the factory. I am 
already in "Dutch" badly for desiring to be a profit dealer and not a volume 
dealer. 

In some cases where dealers had already been canceled similar 
reluctance was expressed because of fear that if the dealer discussed 
his difficulties or furnished information, and the fact became known 
to manufacturers other than the one complained of, the dealer might 
be unable to obtain a new dealer franchise or agreement from any 
other m.anufacturer. 

In recognition of the fact that the dealer's interest maj' be jeopar
dized in case manufacturers learn that he discussed his difficulties 
•with representatives of the Commission or furnished documentary 
or other information indicating coercion or pressure on the part of 
his source or sources of supply, all names and addresses of dealers are 
omitted in the ensuing discussion. Each case described, however, 
is supported in the Commission's confidential files b̂ v interviews and 
correspondence or other documentary evidence wherever obtainable 
supporting the claims made by dealers respectmg the extent and 
type of pressure exerted by manufacturers. In addition, many of the 
instances described are supported in the Commission's files b}̂  docu
mentary evidence obtained directly from the files of manufacturers. 
Such material from the files of manufacturers covers actions taken 
in the cases of particular dealers in addition to material bearing on 
the manufacturers' general policies as indicated by bulletins and 
manuals issued to the field representatives and reports returned by 
field representatives to their manufacturers respecting the handling 
of dealer problem's. 

In presenting the results of the Commission's inquiries, the method 
pursued is to treat separately the different subjects of dealer complaint 
respecting the policies and practices of manufacturers. Tins method 
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of treatment results in groupuig under a single heading facts respect
ing the policies and practices of numerous manufacturers. The 
purpose of treating the matter in this way is to avoid duphcation of 
treatment in presenting the general practices of the industry. 

SECTION 2. REQUIREMENTS FOE DEALEESHIP 

General requirements.—Since automobile retailing requires consider
able financial abUity on the part of dealers, both for the purchase of 
cars and for the provision of sales and service facUities, it is quite 
natural that manufacturers should have definite dealer requirements 
to be applied in setting up new dealerships and also that they should 
check periodically to see that the financial abihty a.nd ser-vice facilities 
of their dealers are adequate to handle the volume of business done 
and properly serve the public. 

'The dealer's need for capital arises, first, out of the custom of the 
trade, refiected in all automobile manufacturers' dealer a.greements, 
requirmg dealers to pay cash for cars as they are shippecl from the 
factory; and second out of the requirement, also set out in dealer 
•contracte, that the dealer provide a place of business and service 
facUities and, in general, conduct his busmess m a manner satisfactory -
to the manufacturer. 'The various terms of dealer agreements are dis
cussed in more detail in chapter I I I . I t is sufficient to point out here 
that the inclusion of such terms in dealer agreements, along with pro
visions for cancelation on short notice, lays the basis for an unusually 
large measure of control by automobUe manufacturers over the con
duct of the individual dealer's busiuess. As previously stated, the | | | 
compulsive force effectuatkig manufacturer control over dealers is 
fear on the part of the dealer that his agreement -will be ca-nceled. 

In makmg contracts with both distributors and direct-agreement 
retaUers, the practice of automobile ma.nufacturers is to have their 
field representatives who negotiate agreements submit with each agree
ment a report covering the dealer's qualifications, including his finan
cial abihtj'' and facUities provided to conduct the business. Where 
wholesale distribution is accomplished through distributors, who in 
turn sig-n agreements with retailers, the distributor's representatives, |f||j5 
in negotiatmg agreements, are required to attach to each agreement a 
•similar report covering the dealer's qualifications and facUities for 
consideration by the manufacturer's sales department in approving or 
disapproving the agreement, wluch, by its terms, does not become 
-effective as a so-called franchise to handle the manufacturer's vehicles 
until it has been so approved and returned to the dealer by the home 
office of the manufacturer. PeriodicaUy thereafter, the manufac
turer's representatives or, if the dealer's agreement is not made di
rectly with the manufacturer, the wholesale distributor's representa-
.tives make reports covering dealer qualificati.ons, facUities, and per
formance under each retaU-dealer agreement in effect. 

TTlie dealer requirements set up in 1937 by the Packard Motor Car 
Co. for a "qualified dealer," defined as a dealer or a retaU branch of a 
distributor, covered the foUowing points: 

1. SufEcient capital, in both cash and available credit, to handle the 
volume of business estimated for the dealership. 

2. A place of business of sufficient size to advantageously display 
new and used cars, and service the normal expectancy of the territory. 
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3. Adequate sales and service signs. 
4. Sales management capable of securing, trainmg, and maintaining 

a force of salesmen who will produce a fair share of the new car business, 
as shown by registrations, and maintaining a liquid condition m used 
cars. 

5. Ownerslup of an adequate number of demonstrators, the number 
varying with the dealer's potential. 

6. I t is desirable that no other lines of cars in Packard price classes 
be handled by the dealer, °but this is not mandatorj^ 

7. Satisfactory performance of the provisions of the dealer's sales 
agreement. 

8. A stock of current, fast-movhig Packard parts and accessories 
consistent with the number of cars to be serviced m the dealership 
territory. 

9. An adequate outfit of Packard special tools and other necessary 
service equipment. 

10. An adequate cash deposit, varymg with the anticipated a.nnual 
volume of cars from $200 to $500. (These amounts may be increased, 
decreased, or eliminated at the discretion of the distributor.) 

11. That all dealers shall submit financial statements on the regular 
forms recommended and for periods designated hy the factory. (In 
practice, only distributors are strictty recjuired to submit such state
ments to the Packard Motor Car Co. I t is, however, recommended 
that distributors obtain such financial statements from their inde
pendent subdealers, and where obtained, to forward them to the 
Detroit office.) 

The trade letter in which these qualifications were set out stated 
that any deficiency in the qualifications outlined above, except those 
regarding deposits, would classify the dealer as a nonqualified 
dealer, i . e., a dealer not fully meeting the factory's dealer require
ments. I t appears, further, that failure to fiUly qualify in minor 
respects would not necessarily mean that the dealer was in line for 
cancelation as an undesirable dealer. The trade letter also stated 
that these qualifications might be added to or removed by the factory 
as good business inight^dictate. 

Ford Motor Co. has similar requirements for dealers. Those set 
out for Lincoln-Zephyr dealers for 1938 were as follows: 

Let us list briefly the essentials of a good Lincoln-Zephyr dealer: 
1. Adequately financed. 
2. Sufficient exclusive salesmen. 
3. Sufficient demonstrators. These should exceed the number of salesmen, 

because an important part of the selling is done by furnishing demonstrators to 
prospects for trips of at least 100 miles. That gives the car a chance to sell 
itself after a proper demonstration by the salesman. Moreover, with sufficient 
demonstrators in use it is possible to contact a prospect with the type of body 
he is interested in. 

4. Enough floor-display car.s—and display cars always on the floor. 
5. At least a 30-daj' stock of new cars based upon the dealer's potential sales. 
6. Proper identification of dealer's premises by signs. 
7. V?'eU-organized service department. 
8. Competent appraiser of medium-priced cars. 
9. Aggressive used-car organization, with well-kept, attractive iised-car 

premises. 

Other manufacturers set up similar dealer requirements which, are 
not discussed in detail. 

The position taken by manufacturing companies is that these re
quirements are necessary to obtain for their products the type of 
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dealer representation desired and, further, that the requirements, both 
those written into contracts ancl those set up as matters of policy to 
be observed by factory fi.eldnien and distributors, are intended by the 
manufacturer to be helpful in the development of dealerships that wUl 
be financially successful and satisfactory in serving the interests of 
both the manufacturer and the purchasing public. 

As a basis for continuing knowledge of the investments, profits, and 
general financial condition of their dealers, automobile manufacturers 
require their dealers either to use a detaUed system of accounts pre
scribed by the manufacturer, or to use a similar system acceptable 
to the manufacturer, and to submit periodicallj' financial and prolit-
and-loss statements on forms prescribed by the manufacturer. These 
accounting data, together with frequent, sometimes weekly, statistical 
reports covering sales, orders, and stocks, keep the manufactuer in
timately informed respecting the results of the dealer's business. In 
addition, each manufacturer has a corps of fieldmen who periodically 
visit dealers, inspect their facilities and operations, and report to the 
manufacturer's home office on tlie conditions found to exist and the 
progress made by dealers in carrying out the manufacturer's dealer 
requirements and distribution program^s. Thus the manufacturer has 
available an unusual amount of detaUed information respecting the 
investments, profits, and operations of his dealers. 

Notwithstanding the position taken by manufactiu-ers that tlie re
quirements set up for clealers arc those necessary to obtain proper 
representation for their products and are intended to be helpful to 
dealers, many dealers relate instances in which they have been induced 
by factory representatives to make or retain in their businesses, often 
against their will and under implied or specifically stated tlireats of 
cancelation, investments that have subsequently proved to be un
profitable. In the consideration of such statements, i t is to be kept 
in mind that the teims of dealer agreements provide that the manu
facturer may cancel dealerships on relatively short notice, readjust 
territorial boundaries or separate wholesale distributorships at v/ill, 
and otherwise change on shoi't notice the conditions determining the 
volume of business to bc done by individual dealers. By the terms of 
the dealer agreements, the manufacturer, in doing all of these things, 
assumes no fina-ncial responsibUity respecting the dealer's operations 
unless hy special agreement, separately executed. I t is also to be 
noted that the dealer may not be in a position to increase or decrease 
his investment or financial obligations represented bj ' long-term leases 
on facilities that may be rendered partially or wholly unproductive 
by the manufacturers' fiat. On the other hand, i t is to be recognized 
that the manuf actmer cannot be expected to tolerate inefficient dealers, 
regardless of what investments such dealers may have made. Nor 
can the manufactm-er be held repsonsiblc for loss of capital hy dealers 
due to poor mana,gement on the part of dealers, 

AutomobUe ma-nufacturers m general, and es.pecially the larger 
manufacturers, unquestionably possess large power over the condi
tions under which dealer investments must be made and used. I t , 
therefore, becomes highly important to consider whether manufac
turers, from their superior economic position, pursue policies of re
quiring investments and of changing under short notice conditions 
under which dealers operate in ways and to extents that are unfair to 
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dealers who are unable to adjust their investments, leaseholds, and 
other financial obligations to abrupt changes made in manufacturers' 
local distribution organizations and policies. 

Dealer capital requirements.—For the guidance of its field men in 
investigating the financial ability of dealers and in subsequently dis
cussing matters pertaining to the dealer's capital requirements, the 
Ford Motor Co. has set up a table showing the approximate capital 
requirements regarded as necessary for efficient operation of dealer
ships vai-j'̂ mg in size from those having estimated annual unit sales of 
100 vehicles to dealerships having sales volumes of 900 or more. This 
table, as it appears m Ford Motor Co.'s Business Management Man
ual, is as follows: 

Approximate capital requ-iremenls for efficient operation 

Estimated annual nê v̂ unit sales 100 200 400 COO 700 900 

Cash 
Accounts receiva'Dlc— 
New cars 
Used ears 
Ford parts and accessories ' 
Gas, oil, and other accessories 
Shop aud parts equipment' 
Office equipment 
Company cars i 

Total 

Accounts payable 
Notes payable—Finance company 
Capital or investment 

Total 

Investment per new car per year„ 

$1, 300 
1, 300 
4, 600 
2, 500 
2, 000 

100 
1,300 

100 
500 

.$2, 600 
2, COO 
9,200 
5,000 
4, 000 

200 
2, 600 

200 
1,000 

$3, 900 
3, OOO 

13, SOO 
7, 600 
6, 000 

300 
3,400 

300 
l.OOO 

?5, 200 
5,200 

18, 400 
10, 000 
8,000 

400 
4,200 

400 
1,500 

$0, 600 
e, 600 

23, 000 
12, 600 
10, 000 

500 
5, 000 

.500 
1, 600 

.$7, SOO 
7, SOO 

27, 600 
16, 000 
12, 000 

COO 
5,800 

600 
2,000 

$9, lOO 
9,100 

32, 200 
17, ,500 
14, 000 

700 
6, 600 

700 
2,000 

13, 700 27,400 40,100 53, 300 CG, 000 •9, 200 91,900 

1, 300 
4,100 
8,300 

2, SOO 
R, 200 

16. COO 

3. 900 
12, 400 
23, SOO 

6,200 
16. BOO 
31. 500 

6,600 7,800 
20,700 124,800 
38,800 46,600 

13, 700 

83 

27, 400 40, !00 53, 300 66, 000 

S3 79 79 78 

9,100 
29, 200 
53, 600 

79, 200 91, 900 

$10, 400 
10, 400 
36, SOO 
20, OOO 
10, 000 

800 
7, 400 

SOO 
2, 500 

$11,700 
11, 700 
41, 400 
22, 500 
IS, 000 

900 
8, 200 

900 
2,600 

106,100 117,800 

10, 400 
33. 20O 
61, 600 

11,700 
37, 300 
08, 800 

10.5,100 117, 800 

77 

I Items not bearing a direct relation to volume. 

Packard Motor Co. Car sets up the financial resources desirable for 
the selection of a new dealer, as follows: 

F i n a n c i a l resources: Su f f i c i en t financialresources, c ap i t a l p lus b o r r o w i n g capac
i t y , e s t ima ted a t 25 percent of annua l gross sales, t o ca r ry an adequate s tock of 
n e w cars a n d pa r t s , used cars, a n d accounts receivable, a n d t o maiii^tain an estab
l i s h m e n t a n d o rgan iza t ion of su f f i c i en t size a n d e q u i p m e n t t o present P a c k a r d 
p r o d u c t s i n a c redi tab le manner , t o develop m a x i m u m sales possibi l i t ies , a n d t o 
s a t i s f a c t o r i l j ' service the cars ope ra t ing i n a n d t h r o u g h t h e t e r r i t o r y , toge ther 
w i t h a wi l l ingness f o r t a k i n g modes t d iv idends a n d i nves t i ng t h e surplus i n t h e 
f u r t h e r deve lopment of the business. 

Hudson Motor Car Co. sets up a capital requirement for its deal
ers of $75 per new car of contract and states that this is a variable 
figure because some dealers are better businessmen than others and 
can secure a more frequent capital turn-over. Hudson, likewise, 
takes the position that dealers who are good businessmen do not 
withdraw profits from their business until they have built up a capi
tal structure. Other manufa.cturers have smilar poUcies respecting 
retention of profits in the business. 

'The capital requirements thus set up appear to be rather elastic. 
In case a dealer cannot be found who has the full amoimt of capital 
indicated, one less well suppUed may be granted a franchise. In gen
eral, however, a prime requirement for obtaining and keeping a dealer 
agreement is ample capital to conduct the business forecast for the 
dealership. Like-Avise, the importance of the manufacturer's capital 
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reqiurements of dealers is emphasized by the fact that one of the 
major reasons for canceling dealers is insufficient finances or capital. 
i» After an agreement is signed, and throughout the period i t is in 
effect, manufacturers' field men periodically visit and uispect the 
places of business of dealers and make detailed reports to their supe
riors respecting the selling and service organizations, facilities, equip
ment, appearance of places of business and use made of advertising 
material, sales helps, and even office equipment prepared or recom
mended by the manufacturers, the use of which is more or less strictly 
required of dealers. I f these field reports indicate that a given deal
ership does not meet the m^anufacturer's requirements, instructions 
are often issued to field men to see that requirements are more fuUj'-
met. The information contained in these reports by field men of the 
three largest companies is supplemented by the quite strictly enforced 
requirement that dealers shall make monthly financial reports to the 
manufactia'cr, or to the distributors under whom they operate, on 
forms prescribed by the manufacturer. Other manufacturers appear 
to be less insistent upon periodic reports in any form a-nd, in some 
cases, recommend rather than insist that they shall be made on forms 
IDrescribed by the manufacturer. 

I n general, i t is to be noted that all manufacturers have quite defi
nite dealer requirements respecting capital, facilities and dealer oper
ations, and a definite basis for their enforcement is to be found in the 
general terms of the agreements signed with dealers. 

SECTION 3. ENFOBCEME-NT OF DEALER REQUIREMENTS 

Capital requirements in -making new agreements,—For the five im
portant manufacturers at whose offices special studies were made of 
material bearing on manufacturer-dealer relations, the manner in 
which manufacturers' requirements respecting financial ability of 
dealers are enforced in estabUshing new dealerships is indicated both 
by the various manufacturers' manuals for their field men and by 
dealer facilities reports forwarded with new contracts submitted for 
approval by the home offices of the factories. I n addition, many 
statements made by dealers, both m interviews with the Commission's 
examiners and in replies made by dealers to a questionnaire sent 
•directly to dealers, describe the experiences of dealers, by these five 
manufacturers and others as well. The following are typical of 
numerous statements made by clealers to agents of the Commission. 

General Motors Corporation,—A General Motors dealer handling the 
Chevrolet line stated that the factory required a financial hivestment 
•of $15,000, but that i t was arranged that the initial investment would 
be $12,000, the balance to be made up out of profits left in the business. 
The manufacturer extended no financial assistance to the dealer. 
The dealer was reqiured to have 15,000 square feet under one roof, 
and in accordance with his agreement was required to carry in stock 
at all times during the life of the agreement, Chevrolet repair parts 
having a total listed value of not less than $5,850. 

Another General Motors dealer handling the Oldsmobile line stated 
that the factory required plans of his establishment when he signed 
his first contract in 1932. 

A third General Motors dealer handling the Pontiac line stated that 
he was required to arrange for a capital backing a-inoimting to $50,000 
in order to obtain an agreement as a Pontiac dealer. 

wm 
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Besides statements made to the Commission's examiners on this 
subject, a number of dealers, in re-plying to the, Commissioiiis rejiort 
form, made statements indicatmg that, especially prior to about 1930, 
manufacturers insisted dealers provide satisfactory capit.al and 
facUities before they were permitted to sign agreements as new 
dealers. I n some inst.a-nces, investments so made subsequently were 
unprofitable. I n such cases, dealers felt that their losses were due to 
pressure by the manufacturer even though poor judgment in making 
the .investment, or poor management, or lack of experience and 
merchandising abUit;/ on the part of the dealer may have been 
important factors in the failure of the business. 

Ford Motor Co.—A case in which the desire of the Ford Motor Co.'s 
agent to obtain representation for his line in a location occupied by 
another dealer in 1927 resulted in what later jiroved to be an luifor-
tuna.te investment by the dealer was described as follows by the 
dealer who made the investment as insisted upon by the Ford field 
man: 

There was only one location in the town that the maiuifacturer would 0. K. 
before allowing us to sign a contract and, as we were unable to rent i t because 
there was another dealer in the building, we had to buy it at a cost of .$33,000. 
My wife bought the propertv and now the bank has taken it back resulting in a 
net cash lo.ss t-o her of $16,000. 

Incidentally, this dealership contin.ued as a Ford dealer until the 
middle of 1937, when the dealer himself canceled his agreement and 
went out of business. The case exemplifies the application of the 
Ford Co.'s dealer requirements in esta-blisliing a new dealership. 
Many things besides the fact that the Ford field man insisted upon the 
dealer obtaining the particular location at relativehf high cost may 
have entered into the ultimate faUure of the business. I t cannot be 
denied, however, that insistence upon the location, by the Ford repre
sentative, and purchase of the location by the dealer at a high price 
in order to obtain the dealership, imposed a. handicap on the business 
at its inception. 

Chrysler Corporation,—A Chrj^sler field man v.^riting regarding 
the establishment of a new dealership stated that the business would 
not actually get into operation for some months due to delay in com
pletion of a new building which i t was to occupy. I n discussing this 
matter, the manufacturer's representative stated that although only a 
relatively small amount of capitaJ was being put into the business at 
the time, unlimited fi.nances v/ere available and woiUd be added from 
time to time as conditions required. Wi th this explanation respecting 
the relatively small ca.pital shown by the dealer -facilities report, the 
field man recommended prompt approval of the agreement. I t is to 
be noted that in making this recommendation, the field man took care 
to indicate that, although the company's capital requirements were 
not being met at the outset, the dealer woiUd put further capital 
into the business as i t got under way. This is in accordance with 
Chi-3''sler policy which is similar to that of other manufacturers 
respecting dealer capital requirements. 

Cap>ital requirements i n renewing agreements.—In addition to requir
ing new dealers to provide themselves with facilities and to carry 
stocks, i t frequently happens that before agreements will be renewecl, 
factory representatives insist upon dealers moving to new locations 
or providing themselves with additional floor space at additional rental 
cost. The most active time for the makmg of new agreements and 
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renewals of old agreements is in the autumn when new models are 
announced and for some time thereafter. At this time the dealer-
requirements policies of manufacturers are most deffiiitely a.pplied. 

Chrysler Corporation.—For instance, under date of July 19, 1938, 
A. van DerZee, in an inter-office memorandum addressed to three 
other officers of the Chrysler Corp., stated as follows: 

Too often, I.think, the idea cf •''minimum facilities" is looked upon as being 
satisfactory regardless of where the dealer may be located. The so-called "min
imum dealer facilities" should vary dependent upon the locality. . What might 
be considered minimimi facilities in one town would be far from the minimum 
requirements in anotlier to'wii. In no instance, of course, should we accept or 
continue a dealership who i.s without presentable facilities, as referred to in the 
first paragraph of this letter. 

Furthermore, i t seems to me that between now and, say, September 1, you 
should undertake to start off with the new model shipments with a clean slate 
in this respect. In other words, why not consider informing j^our field organiza
tions and your distributors or direct dealers that of September 1 (which will give 
them sufficient time to clean up) only those dealer agreements which, together 
with facilities reports and photographs, as indicated above, warrant acceptance 
by you, will be considered "dealers of record" commencing on that date. 

This is the middle of July, and therefore there will be several weeks' period 
during which each individual distributor or direct dealer can properly handle his 
own particular situation in this respect. If each and every distributor or direct 
dealer, as well as your field organizations, understand that you are determined 
about this procedure, I feel certain that a great deal of good work will have been 
accomplished by September 1. 

The continuing relationship expressed in agreements in recent years 
by which dealer agreements approved by the manufacturer remain in 
efi'ect untU canceled or renewed tends to spread renewals with pres
sure upon dealers to meet manufacturers' requirements throughout 
the year. For instance, under date of March 18, 1938, A. B. Dowd, 
regional merchandise manager for the Chrysler Corporation, addressed 
a letter to W. N. Frink, district manager, Cleveland, Ohio, in which 
he stated: 

In checking the 1938 dealer agreements recently sent in by you, there are four 
points which •we are unable to approve because of the lack of proper facilities. 
These points are Wellington, under Cleveland, and OrvUle, Garrettsville, and 
Kent, under Akron. 

Accordmg to the Detroit official's letter aU of these contracts were 
held up because the dealers did not have some particular item of 
equipment required by the Chrysler Corporation. Two were not 
ushig printed advertising or film advertising requhed to be used by 
dealers. One was stated to have no commercial salesroom chart or 
Chrj^sler-Plymouth signs. Other deficiencies were of similar nature. 
The field man was advised that upon, receipt of orders for missing 
items or information to the efi'ect that dealers actually had the 
equipment required, although it was not shown m the field man's 
facilities report, the Detroit office of the Chrysler Corporation would 
be in a position to pass the agreements through for approval. 

Under date of March 21, 1938, W. N. Pruik wrote a long letter in 
reply to Dowd's letter of March 18, calling attention to the fact that 
facUities reports submitted with the contracts indicated that some of 
the items listed as lacking were actually m the hands of dealers, that 
orders for others had already been obtained, and oiitltnuig in detail 
what further was being done, or would be done, to bring the dealer
ships up to requirements. 

The following are typical of replies from Chrysler dealers to the Com
mission's report form for dealers on the subject of dealer investment. 
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A Dodge-Plymouth clealer said: 
The factory has continually attempted to influence us toward increased show 

room and shop space. However, they have not used any unethical methods to 
do this although we do think at times their judgment has not given us proper 
consideration. 

Another Dodge-Plymouth dealer related that: 
In 1934 the regional manager came to and after looking our place 

over stated that it was intended to make our place a direct dealership, but that 
our facilities were entirely inadequate and we would have to arrange at once to 
construct a suitable showroom and to send the plans in for approval at once. 

We didn't think i t good business to expand at that time, but were too deep in 
the thing to quit, so we built a new showroom, parts department, and office at an 
expense of $8,500. 

Needless to say, it was a bad mistake on our part for i t increased our overhead 
a lot and we haven't been able to get sufficient additional business to make up 
for i t or to keep the factory satisfied with the volume we do. I f we hadn't 
borrowed the money from people who are very good to us we •would have lost the 
entire investment long ago. 

A third Dodge-Plymouth dealer stated: 
We were asked in 1936 and 1937 at regional meetings to get additional build

ing space for display of used ears, also shown many used-car parks with approved 
signs and lay-ou"ts. In our case we wore asked to consider larger quarters for new 
cars and service facilities. We rented an extra used-car building which we easily 
could have gotten along •without which has cost us in rental alone $12,5 to $135 
per month for almost 3 years and on which •we took a lease. 

Likewise another Dodge-Plymouth dealer said: 
In 1936 we were required to rent an outside used-car department in order to 

merchandise a volume of used cars and carry a big stock of new cars. 

A De Soto-Plymouth dealer stated that: 
Factorj'^ representative tried to cause to lease larger building, but took it up 

•with factory official direct who advised me to tell him "No" if I didn't want to lease 
building. 

A Clirysler-Plymouth dealer stated: 
Manufacturers have used lots of influence. About 10 3'̂ ears ago this company 

rented a building too large for their business which they still occupy and rental of 
which is altogether too large for profits made. 

And another Chrysler-Plj^mouth dealer: 
This is one thing that we have not given any consideration to although it has 

been suggested many times, and they have used much coercion and pressure at 
different intervals. 

In the case of another dealer, a Chrysler field man reported under 
date of August 26, 1937: 

Into too many things, such as taxi business, rent-a-car business, and refrigerator 
business.. WiU devote more time to car sales. Just rented and may buy on rental 
basis, the most modern service station in this district. If he buys, will remodel 
front for showroom, which will bring all his operations under one roof. Using 
new building now as extra shop to condition used cars and as paint shop. 

Just setting up new electric l i f t and grease rack. Has all equipment in. Has 
billing now for balance full 5 point tool equipment. Just rented separate garage 
to condition used cars. Will use •sp.'ice back of showroom for used-car display. 
Took.order for Binder index and set of service bulletins. 

Again on September 7, 1937, the same field man reported again 
respecting this dealer: 

Agreed to relinquish handling personally of everthing but automobile business. 
Will purchase the new $9,000 set-up as "mentioned in August 26, 1937, report. 
Will receive bids in a day or two for remodeling complete new plant. The new 
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plant will give him an excellent service department, a good paint room and 
modern lubrication department, and also a modern sales room and a large much 
needed used-car lot. Just received new steam equipment for washing motors 
and under frames. Now has his wife in office, giving him more time to sell cars. 
Today, with district wholesale manager helped dealer lay plans for remodeling 
proposed building. 

That the policy of pressure by Chrysler Corporation respecting 
investment and facUities of dealers is of long standing is indicated by 
a dictated statement furnished by an ex-Chi-ysler-Plymouth distributor 
to an examiner for the Commission. Tins distributor related the 
pressure brought to bear upon him to take and sell cars which resulted 
in the purchase of a building site iu 1925 and the erection thereon of a 
new building which was opened in 1927. The distributor stated that 
as the resul t of pressure and shipments of cars— 

* * * T̂ r̂  were obliged to have three, four, and five warehouses on the out
side to carry this unbaianced, excessive inventory which was forced upon us, a 
great many times with threats of "or else—if you don't sell them, somebody else 
wil l ," and at times through threats of cancelation. 

We were sometimes so crowded that in addition to the warehouses, our show
room was full to the doors with new cars, and instead of receiving a kind word for 
carrying this stock for the faotorj'^, whenever the regional manager came around 
he always I'idieuled us for having too many oars in the showroom and in front of the 
building, and kept antagonizing us so much that we decided to buy land and build 
a nc¥,' place with larger quarters, believing that as time went on this would make 
them more satisfied, although at that time we had a very fine place of business. 

Ford Motor Co.—A number of Ford dealers, interviewed by exam
iners of the Commission, described their experiences respecting capital 
I'equirements and facilities imposed upon them. For instance, a Ford 
dealer stated that the factorj'' representative required him to rent 
additional floor space at a cost of $16,000. This dealer thought that 
the additional floor space was quite unnecessary, and that its rental 
resulted m loss to the company. 

A former Ford dealer stated that in 1919 he was induced by sug
gestions and persuasion on the part of Ford representatives to move 
from a location where he had conducted a successful business for 3 
years to a new location. The dealer stated that he sp-ent between 
$6,000 and $7,000 in improving the new location m addition to obli
gating himself for an increase in rental from $250 to $750 per month 
under a lO-j^ear lease. Some j^ears later this dealer was induced by 
the local Ford branch manager to open up a quick service station at a 
second pomt in his city. I n opening this station he took over a loca
tion owned by an oil companv .and improved i t at a cost of between 
$6,000 and $7,000, $1,000 of wliich v/as for a Ford sign. Under sug
gestions and reciuhements set up for him respecting the operation of 
this station he was compelled to employ two special mechanics. I n 
the end i t developed that he v,'as requhed to give free service to many • 
Ford owners to whom he had not sold cars. The station was operated 
at a loss and, after 2 years, was discontmued contrary to the wishes 
of the local Ford brunch manager, who thought that the dealer should 
continue its operation, even at a loss. Later stUl, in 1936, this dealer 
was canceled, accordmg to his statement, because he had joined with 
other dealers in opposing the action of the branch manager in setting 
up and retaming as a dealer a price cutter, whose activities demoralized 
the business by forcmg all dealers in the city to cut prices and make 
excessive trade-m allowances hi order to make sales. 
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A Ford dealer in another city stated that some 2 or 3 years ago he 
was a successful dealer in a suburban location which he was induced 
by Ford field men to leave in order to take a downtown dealership in 
an area formerly served by three Ford dealers all of whom had failed. 
He stated that he made the move with the understanding that the Ford 
Co. would not replace the other dealers in the area. After he made 
the move, however, a second Ford dealer was set up in one of the near
by vacant locations. During 1938, when the volume of business was 
greatly reduced, he stated that neither he nor the second Ford dealer 
could get sufficient volmne to make their operations profitable. He 
stated that Ford field men were continually urging him to take more 
cars than he could sell and expressed quite forcibly his feeling against 
the practice of manufacturers in loading dealers with cars as the cause 
for overallowances and wUd trading. 

Another source of dealer complaint against pressure by representa
tives of the Ford Motor Co. was that, particularly prior to 1930, 
pressure backed by thi-eats of cancelation was brought to bear on 
dealers to compel them to ma.ke what were subsequently found to be 
unprofitable investments in reta.il companies to handle Lincoln cars. 
When the Lincoln was added to the Ford line i t was the custom of the 
Ford Motor Co. to insist that Ford dealers also handle Lincoln cars. 
Later, a smgle Ford dealer was selected to handle the Lincoln in each 
market area. In many instances, even in the larger cities, the handling 
of Lincolns was unprofitable to the dealers selected. After numerous 
faUures to develop satisfactory Lincoln distribution through Ford 
dealers, the Ford Motor Co. foUowed the plan in several cities visited 
hy examiners of the Commission of establishing a single, separately 
incorporated Lmcoln agency, the entire capitalization of which Ford 
dealers were required to contribute, sometimes in proportion to their 
Ford sales for the previous year and sometimes on a liimp-simi basis 
per dealer. This practice was begun at least as early as 1926 and con
tinued to 1930 or later. The amounts contributed in cases investi
gated by examiners of the Commission ranged from less than $700 to 
$10,000 per dealer. 

In a typical case described by participating dealers as having 
occurred in 1929, aU Ford dealers of a particular city and its suburbs 
were called to a meeting where they were told that the previously 
existing Lincoln dealer in the city had failed financially, and that the 
remammg Ford dealers were expected by the factory to pro\'ide 
Lincoln representation in the area. They were also told that the 
factory had made up a list of the Ford dealers showing how much 
each was expected to subscribe toward a new corporation to take 
over the Lincoln dealership. The new corporation was to be capital
ized at $75,000, with $50,000 paid immediate-ty in cash. Prior to the 
subscription meeting a check covering the amount to be subscribed by 
each dealer had been made out by factory representatives and each 
dealer was called up and compelled to sign the prepared check. The 
dealers were told that unless they subscriljed the amoimts listed, their 
sales agreements would be canceled. Under these circumstances, it 
was stated that cash subscriptions amounting to $50,000 were made in 
about 15 minutes. A mutilated copy of the original list showed the 
amounts required from diflferent dealers to have been computed on the 
basis of automobiles sold during the preceding year. On this basis the 
cash subscriptions a.mounting to $50,000 ranged from about $650 to 
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$6,000, while total subscriptions, amounting to $75,000, the balance 
to be paid later, were proportionately larger. The new coinpany 
operated for some 2 or 3 years, during winch there was one additional 
assessment, shortlj- after which the c-ompan_y went out of business. 

Simila-rly, two former Ford dealers in another citj^ stated that during 
the time that they were handling Ford automobiles they and several 
other Ford dealers in the city and its suburbs were called to the Ford 
bra-nch office and were required to leave their checks for specified 
amoimts to cover the purchase of stock in a separately incorporated 
new l incoln dealership, the capital of which the factory required the 
dealers to provide. The funds thus provided were dissipated by the 
new agency in a short time. 

I n a third city the Ford dealers were caUed together in a siniUar 
manner and requested to furnish capital to form a Lincoln distributor
ship in 1926. One of the group of dealers affected refused to invest 
his proportion, amoiuitmg to $10,000, and a second was financially 
imable to put in his share. At the suggestion of the manufacturers' 

. representatives, one of the dealers who did contribute bought out the 
weak dealer, and the dealer who refused to participate was later forced 
to move from his old location where he had been financially successful 
to a new one which proved to be so unprofitable that he finally gave 
up his dealership somewhat more tha,n a j'ear after the move was 
forced upon him. The Lincohi dealership established by the remain
ing dealers likewise proved unprofitable. 

Replies from Ford dealers to the Commission's report form for 
dealers also indicate the practices of the company with respect to 
cajDital investments and facilities of dealers handling Ford motor 
vehicles. One dealer states: 

We were forced to expand in 1928 against our better judgment. 

Another dealer who handled Ford products from 1920 to 1937 a,nd 
then changed to another line said: 

Ford forced me to build present building which I doubt I will ever finish ]5aying 
for. 

General Motors Cor-p>oration.—A General Motors dealer stated that 
from 1930 to 1934 he had a direct dealer's contract to handle the 
Oldsmobile. I n the latter part of 1934 the factory zone office manager 
requested li im to move to larger quarters in what the factor}'' represen
tative regarded as a more desirable location. The dealer stated that 
he did not wish to make the move, whereupon the factory zone office 
manager ])roduced a so-called voluntary cancelation form which the 
dealer was required to sign, with the promise that he would be made a 
subdealer, to contmue operations at his old location. As the dealer 
wished to continue handling the OldsmobUe products and was under 
the belief that, if he did not sign the release, his contract would be 
canceled, he signed the release, or resignation. He continued to 
operate for some time from his old location, handling Oldsmobile 
cars bought from distributors, but was unable to obtain the subdealer 
agreement that had been promised by the factory zone man. Later, 
in 1935, he was â gain offered a dealership provided he would move to 
the location suggested by the factory zone man. This he refused to do 
and took an agency for another line of cars. 

An Oldsmobile dealer stated to an examiner for the Commission 
that he was for several years a distributor for General Motors lines. 
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During this period he was induced ("inveigled" as he put it) into 
buUding a bnUding at a cost of nearly $500,000. Shortly thereafter 
his distributorship for one General Motors Une was canceled and he 
was given a distributorsliip for another General Motors line. Six 
months later this distributorship was canceled on 24 hours' notice 
leaving him only his retail franclnse with which to carry his large 
investment made to carry on both a wholesale and a retail business. 
This dealer expressed great fear that if it became known to General 
Motors Corporation that he had related his experience in tliis respect 
his retaU-dealer agreement would be summarily canceled. 

In answering the dealer report form, a number of dealers described 
specffic cases in which they had made mvestments or moved into more 
expensive rented quarters at the instance.of manufacturers' field men, 
imder the be-lief that if they did not do so their dealer a,greements 
would be canceled. From these answers it would appear that the 
policy of forcing dealers to make capital investments, or to move to 
more expensive leased quarters, w.as most prevalent prior to 1930, but 
that the practice has continued in somewhat niodffied form in recent 
years. In a few instances dealers stated that the moves were jiistffied, 
but in the majority of cases described tin; dealers regarded the mvest
ments so made as reasons for complaint against pressure exerted by 
manufacturers to mdiice them to make improvident investments, often 
against the dealer's best judgment. Som.e stated that they had not 
experienced such pressure at all, or that i t had been much less insistent 
in recent years, whUe others indicated tl at they had been under pres
sure as late as 1937 or 1938. The foUowing are typical statements 
made. 

A Chevrolet dealer stated: 
In 1928 I was forced to buy or build a new building other than the one I then 

occupied. However I will say that the busiuess had outgrown the old quarters. 
1 invested about $40,000 in a property at peak prices, wliich today would bring 
about $20,000. The company at that time seemed anxious to tie a dealer to the 
bu.sincss by a large fixed investment of that kind. 

Another Chevrolet dealer likewise did not feel that an hivestment 
made m 1928 at the instance of the manufacturer was an unfortunate 
one. He stated: 

We operated the Chevrolet franchise for the year 1928 in a building connected 
with a hardware store which we owned and then were induced to build a show
room, service station, etc. * * * We have no real complaint as the business 
has considerably more than paid for our investment. 

A thh-d Chevrolet dealer stated: 
In October 1936 I was informed by the Chevrolet 2:one manager that I must ob

tain and maintain a separate used-car building and lot and engage a used-car man
ager for same. * * * In order to retain my contract 1 purchased a two-story 
cement block garage with a storage capacity of 60 cars, and developed a display lot 
adjoining the building. Then I engaged a manager at a substantial salary which 
experiment proved to be a failure. I carried on during 1937 and 6 months of 1938, 
but "found th.at my overhead, resulting from maintaining two separate establish
ments, had become so excessive that I was obliged to close the used-car garage and 
carry on from my former place, as I had been doing for 16 years. 

A Buick dealer stated: 
In we were told we either had to take the building they picked out, at 

the rent asked, and on a 5-year lease, or we didn't get the franchise. They assured 
us i t was a good proposition and that they had our interest at heart, yet 18 months 
later they made us move and we were caught with a lease on our hands. They 
urge always extensive leasehold improvements. Again, this wouldn't be so ob-
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jectionable if the dealer had any assurance of being left alone in the operation of 
his business. 

Likewise an OldsmobUe dealer stated: 
I was practically forced to lease a building in IVlarch 1937 on threat of cancelation 

of my contract. This lease was for a period of 3 years from April 1, 1937. 

And another OldsmobUe dealer said: 
We were canceled out for a period of 90 days in April 1937 until we had located 

larger .and more expensive quarters than we then occupied. 

Other -manufacturers.-—Although other manufacturers give attention 
to the financial responsibility of the dealer before granting contracts, 
check his financial condition, and inspect his facilities from time to 
tune, there is less complaint in the replies of then- dealers of the use of 
pressure in the application of capital requh-ements. There is, how
ever, some evidence that from time to time dealers are reqiured to put 
m added capital or invest in additional facilities. 

Respecting a case in which the Detroit office of Hudson Motor Car 
Co. was insisting during the year that the owners of a dealership put 
more capital into the business and rearrange their capital structure, 
the foUowing statement was made by a Hudson field man reporting 
to his superior in Detroit: 

* * * If wo stand pat on this requirement and make a strict issue of it, 
the thing will quickly resolve itself into (the dealer's) acceptance of the proposal, 
or refu.sal to do so, in wliich event we can proceed openly in soliciting a new 
account. If we compromise, it will but prolong the evil day, and make it more 
difficult in the end. I f we must change the account, the time was never more 
opportune to do it, for interest in us and our product now is real. 

I have several almost certain leads that can be developed quickly, any one of 
which could do the job for us here in , or in the territory. 
* * * I of course have done no direct soliciting along this line, but I am sure 
that it can be quickly accomplished, and we can certainly be independent with 
(the dealer) from this angle. 

In this mstance it will be noted that cancelation of the dealer's 
agreement was contemplated if the dealer refused to put more capital 
into the business as suggested by the factory field man. 

Among Hudson dealers, one indicated that a large expenditure was 
made prior to 1930 under the impression that his dealer status would 
not be changed, but that shortly after he had become definitely com
mitted to make the investment his position was changed from a 
direct dealer to a subdealer operating under a distributor. This 
dealer stated: 

During the late twenties manufacturer used everything at its command to 
induce us to spend some $80,000 for a plant, which we foolishly did, after being 
assured that our contract and proposition would never be worse. However, 
before construction was completed, less than 4 months later, our direct contrac^t 
was canceled and we were asked to go back under a distributor with a oontract 
that did not compare. 

Changes in dealer status of the type indicated by this dealer reduces 
the productive use of new facilities constructed or otherwise acqiured 
hy the dealer. 

Similar practices were mdicated as having been pursued more 
recently by Packard. One dealer said that he was— 
forced to take a S-year lease on the building now operated before permitted to 
open a store previously operated by the distributor. 
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Another small Packard dealer whose ser\dce facilities in 1938 
apparently were not up to Packard requirements for dealership stated 
that the Packard Co.— 
try at present to have me move to larger quarters and get my own service depart
ment. Can't see it at present time—liave refused to do same. 

Requirements respecting advertising, tools, and lesser equipm.ent.— 
Among items that the various manufacturers insist that their dealers 
purchase ancl use are special tools and sales helps such as niovmg-
picture projectors, film services, printed advertising, salesmen's 
equipment, and office ffiing and record systems covering owners and 
prospective buyers of both new and used cars. The use of many of 
these items is prescribed in dealers' requirements and in some cases 
the agreements written with dealers specifically require the purchase 
and use of specified items or types of material, tools, and equipment. 
Pressure by manufacturers respecting these various requirements is 
a frequent subject of complaint by dealers. 

Insistence on the part of the manufacturer that these items be 
bought and placed in use may occur at the time contracts are signed 
or renewed or during the periods that they are in effect. Approva 
of agreements by the factory's main office ma.y be withheld on the 
grounds that dealers lack such faciUties. Later, while agreements 
are in efl'ect, factory field men may insist that dealers purchase and 
use specified items. When items are insisted upon at agreement-
signing time, the dealer is under compulsion of fear tha t if he refuses 
to comply, the agreement will be denied. Likewise, during the period 
when an agreement is in efi'ect the dealer is under similar compulsive 
fear due to the threat, always present in implied form and sometimes 
specifically stated, that if he does not comply with, suggestions made 
by the ma-nufacturer's field men, his agreement may be summarily 
canceled. Therefore, the manufacturer, acting through his field force, 
is in a dominant position in requiring that his dealers shall comply 
with requirements. 

The nature and extent of pressure brought to bear upon dealers 
respecting minor items of equipment varies considerably among the 
different manufacturers. The greatest ability to exert pressure 
appears to be possessed by the larger manufacturers. Apparently 
this is due largely to the preference of dealers for an agreement with 
one of the larger manufacturers, the popularity of whose line will 
insure considerable volume of sales. This preference makes it easier 
for the larger manufacturer to obtain new dealers to replace any who 
do not comply -with manufacturer-dealer requh-ements. The smaller 
manufacturers, on the other hand, claim that the preservation of 
their dealer organization is of such importance that they are not in 
a iDosition to exert undue pressure upon their dealers to induce them 
to follow out sales and service programs requiring extensive expendi
tures. 

The ma.nner in which pressure is brought to bear on dealers is 
indicated by reports of manufacturers' field men examined in con
nection with this inquiry as well as by statements of dealers made to 
examiners of the Commission and in response to questionnaires 
addressed to dealers. In comiection with inquiries made at the 
offices of manufacturers, inter-views were also had by examiners of 
the Commission -with officials in charge of distribution. Some of 
these interviews covered specffically the matter of advertising and 
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other special equipment which dealers are required to buy and the 
rnethods pursued in. bringing about the purchase and use of such 
equipment. 

General Motors Corporation.—From comparison of statements made 
by dealers handling General Motors lines wdth those made by other 
large manufacturers, i t would appear that General Motors Corpora
tion recently has used somewhat less pressure on dealers than other 
large manufacturers. Also the method and extent of enforcing dealer 
requirements respecting the purchase of advertising and other items 
of equipment appear to have varied somewhat among the different 
divisions of General Motors Corporation. Statements of dealers both 
to the Commission's examiners and in response to the questionnaires 
in some instances indicate no dissatisfaction on the part of dealers. I n 
others, however, dealers stated that they had been subjected to more 
or less pressure. 

For instance, among statements made to the Commission's exam
iners, a Chevrolet dealer stated that the factory supplies gratis cer
tain pamphlets and literature and the dealer is solicited to purchase 
additional advertising and sales material but this is not compulsory. 

Another dealer stated that the factory supplies catalogs, folders, 
posters, etc., and does aU the local advertising. The dealer is asked 
by the factorj^ to use its direct-maU advertismg, for which the dealer 
pays the factory. This dealer did not consider use and payment for 
this advertismg compiUsor}'', 

Another General Motors dealer handling the Pontiac line stated 
that in accordance with the dealer agreement in efl'ect in 1938, the 
factory entered a charge on the mvoice for each car shipped to cover 
general advertismg of $7.50 on each Pontiac 6 and $10 on each 8. 
Tins amoimt is placed by the manufacturer in a cooperative adver
tising fimd to wluch the manufacturer is reciuired, under the terms of 
the dealer agreement, to add an additional amoimt not less than 
50 percent of the amount paid by the dealer. The manufacturer 
retains control of this fund -without any accoimting to the dealer for 
the manner m which i t is spent. The dealer stated that this expense 
is borne by the dealer as the manufacturer will not permit the charge 
to be passed on to the new-car purchaser. Advertising literature is 
charged against this cooperative advertising fund where formerly i t 
was charged directly to the dealer on the basis of $1 per car sold. 
Local newsjaaper advertising is paid by the manufactm-er from the 
cooperative fund and the dealer is not pemiitted to rmi newspaper 
advertising without approval of the manufacturer. 

The advertising plan described by this dealer was in use by various 
difl'erent divisions of the General Motors Corporation and, as stated by 
the dealer, provision for the charge and the operation of the fund is 
made m the dealer's agreement. The fact that the manufactm-er hag 
full control of the expenditure of this fund and makes no statements 
to dealers resjjecting expenditures made has been a source of some 
dealer dissatisfaction. Respecting the operation of this plan, an 
OldsmobUe dealer stated: 

* * * -$7.50 on "6" cars and $10 on "S" cars are charged to the dealer for 
advertising on every car invoice. This must be paid and the money is supposed 
to be .spent in his district. Altliougli wc are asked for suggestions as to how this 
monej' should be used, we cannot use this money as we see fit. The factory, is 
the sole judge as to how the money is tc be used. We are not furnished a state
ment at the end of any year showing where or how or how much was used. 
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Respecting the purchase of items of equipment, a Chevi'olet dealer 
said: 

We sometimes have to buy an article like a picture machine but usually i t 
proves to lie a good investment. Some years back we had to buy more tools 
than we needed but that is not true now. The 1939 Chevrolet tools were only 
$10. 

Another Chevrolet dealer, in discussing the extent to which he had 
been required to buy advertising material, picture maclnnes, special 
tools, parts, etc., stated: 

The purchase of most of these items is under our own control. We are obligated 
to buy the yearly new tool allotments to service the new cars but this is a rela
tively small outlay of dollars. 

Another Chevrolet dealer, however, indicated that dealers are not 
entirely free in their choice as to purchases. He stated: 

They insist that we buy advertising material and picture machines. We do 
not feel that we benefit greatly from a large part of this advertising but they are 
insistent that we buy it . 

A combined Chevrolet and Oldsmobile dealer stated: 
They require us to buy special tools and some advertising material and i^icture 

machines which 1 didn't want, but have now put that in the contract. 

A Chevrolet-Pontiac dealer stated as follows: 
We are forced to buy the $6 advertising, tools with each new car purchased, 

and to subscribe to the public address system, also special tools and literature 
covering new models and advertising material covering the announcement of 
each of the new models.. 

A Pontiac dealer replying generaUy to the question regarding 
pressure for pm-chase of advertising, tools, etc., stated: 

Have roadmen in dealer's place of business continually to sell such stuff and 
the dealer feels he cannot hold franchise •without so-called cooperation with 
manufacturer. 

A Buick dealer stated: 
l?ach new yearly model requires new tools and these are generally sent the dealer 

ancl his account is billed for them. GeneraUy this is not an objectionable matter 
for the dealer realizes he must have the tools necessary to perform the repair 
wotk properly and the amount usually is not out of line. Larger machinery 
sometimes forced on dealers would not be so bad if he had any assurance he was 
going to be a dealer long enough to get his money back. 

Respecting the purchase of special tools another Buick dealer called 
attention to the fact that new model tools up to $50 may be shipped 
without the dealer's order according to the company's dealer agree
ment. 

vStiU another form of charge requu-ed by Buick Division was mdi
cated by a dealer who stated: 

Our factory has asked us to pay for a mailing list to receive magazines. In 
our estimation, we do not receive value for the cost of this magazine. 

Respecting the general method pursued to Buick Division in selling 
advertising to dealers, another dealer stated: 

While we are not forced to buy advertising, equipment, etc., against our better 
judgment, at times we are subjected to high pressure and "supersales" methods. 

Ford Motor Co.—This company has used a plan under which dealers 
were charged for direct advertising on the basis of the number of 
pieces of advertising mailed. T. W. Skinner, assistant sales manager 
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of the Ford Motor Co., stated that during the 1936 selling campaign 
this system of direct-mail solicitation of owners of Ford cars and cars 
in the same price class was developed. Under i t advertising material 
was mailed out by R. L . Polk & Co. Each piece mailed was stamped 
with the name of the dealer in whose trading area the prospect would 
naturally fall . He stated tha.t due to the great volmne of such print
ing, the cost to the dealer was 10 cents per name. • The names of all 
prospects addressed were furnished to the dealers by R. L. Polk & Co., 
which also billed the Ford Motor Co, at the rate of 10 cents per name. 
Ford Motor Co. then billed the branches, which in turn billed the 
dealers. Dealers had no choice in the matter of accepting and paying 
for the service. The oiUy concession made was that the dealers could 
spread their payments over a period of 3 months. This plan was in 
effect from 1936 through 1938. 

Mr . vSkinner stated that due to resentment shown by some dealers ,,] 
due to the fact that they were given no choice in the matter, the 
merchandising program for 1939 has been organized in such a mamier 
as to give the dealer the option of taking as much or as little of the 
program as he wants. He sts ted that no inaUings will be made in 
1939 unless specifically requested by the dealer. He also stated that 
due to the probable reduction in the number of dealers participating, 
the cost may run as lugh as 20 cents per name. Respecting dealers 
not taking advertising under the 1939 campaign, Mr. Skinner stated 
that the company wiU insist tha t̂ each dealer do a good job of merchan
dising. 

Among Ford dealers interviev^ed by examiners of the Commission, 
a number stated objections to methods pursued hy Ford Motor Co. 
respecting the purchase of both advertising and other items of dealer 
equipment. Several of these answers reflect the opposition of dealers 
to the advertising program described by Mr . Skinner. 

One dealer stated that he was "high-pressured" into purchasing 
advertising which he did not want and was often coerced into entering 
into sales-promotion plans which he thought were of an a.bomiiiable 
nature and which proved to be faUures. As a result, he is now opposed 
to trying any new plans. This dealer stated that advertising is 
allotted on a sales basis and that the cost is sometimes billed to the 
dealer along with lus parts and accessories on which he obtains a 
discount. Nonpayment of the advertising results in the dealer losing 
his discount on the parts. 

Another dealer stated that the 1938 Ford program called for mailing 
by the factory of descriptive literature to persons selected by the 
factories. This dealer was allotted 5,600 names and Uterature was 
sent by the factory to this list and the dealer received a bill for 10 
cents a name or a total of $560. At the time of the interview, the 
dealer stated that he had not paid this bill and did not intend to do so 
but would probably be classed as a noncooperative dealer. 

Another dealer stated that during the past 3 years he had been biUed 
for mailing advertising material in his territory. I n 1938 he was 
billed for $312 for names to which cards had been mailed at the rate 
of 10 cents each. This form of advertising, in his opinion, is worthless, 
but i t was a national pohcy pursued by the factory. 

Various dealers described the manner in which local advertising' 
was handled. One stated that generally the Ford representative 
visited the dealer at his establishment, accompanied bv a local news-
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paperniaii. The dealer would be asked to place an advertisement. 
I f he refused, pressure was applied by the factory man urging him to 
state lus reason for not doing so. 

Similar statements were made by dealers located in other parts of 
the country. One in particular stated that at the time of the inter
view wdth the Commission's examiner the factor}^ representative 
visited his place of business about once each week. Formerly, \dsits 
were more frequent. He stated that factory representatives often 
would bring wdth them representatives of advertising agencies, and 
the dealer would be "high-pressured" into purchasing advertising 
wdiich he did not want. 

Replies of Ford dealers to the Conmussion's questionnaires con
tained numerous statements i-egarding their experience respecting 
purchase of advertising materials, special tools, and other items. 
Replymg on the subject matter in general, one dealer stated: 

Contacted by zone man from branch to purchase picture machine, certain 
advertising programs, special tools, and accessories. Told we must cooperate on 
sales-promotion programs. I f we refused in past pressure was applied, asserting 
that we are the "only" dealer not to have joined the program and manager would 
be informed of our unwillingness to cooperate. 

Another stated: 
•We are monthly sent, and charged through our parts account, records to use 

with out picture machine. The charge is nominal but ,comes automaticallj^ 

A third dealer said that: 
Whenever the factory comes out with a new picture machine or special tools 

that they expect you to buy tliern, saying it is the policy of the company to do so. 

A fourth stated that: 
Pressure has ,always been apparent by implication or inference that such 

recommendations were expected to be foUowed, to carry out the then going pro
gram of the company. However, this was always accomplished by very guarded 
language. 

Another stated: 
We were forced to buy a slide film machine, $100 truck rear axle for display, 

and thousands of dollars of special tools which we didn't need or use. 

Also another stated that: 
The your-job plan was sent to this dealership •without our sanction and despite 

the fact that we had a much better plan in ofieration. Special tools were fre
quently shipped without our authorization. 

Another clealer described his difficulties covering a period of Ford 
dealership from 1922 to 1931 and again from 1934 to July 1938. 
This dealer stated that he ŵ as canceled in 1931 because he refused to 
take additional cars hi accordance wdth wdiat the Ford Motor Co. 
called their dealers' quota in the clean-up of model A cars before new 
models were placed on display. He thereupon became a Clu'ysler-
Plymouth dealer for the .years 1932-33. He stated that in December 
of 1933 the branch manager for the Ford Motor Co. in his area— 
called on us several times advising they had changed their policies, would not 
force us to take cars we did not want or had not ordered, etc. We signed up with 
them again in January 1934, since we had been Ford dealers for 9 years previously, 
and were forced out again in July of this year—1938. We were forced to cancel in 
July because we were being charged on our parts account for advertising we did 
not order but were being forced to pay for. We went to the Ford Co. in M.arch of 
this year and again in May telling them this advertising program was not at all 
productive in our trade territory since we are in an industrial community. We had 
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six to eight salesmen covering our assigned trade radius -working this your-job 
program under our close supervision from December 1937 to June 1, 1938. 
Since Ford would not release us from these advertising charges we refused to pay 
for this advertising charge we were canceled out * * in May this year. 

Chrysler Corporation.—The practices of Chrysler Corporation and 
its subdivisions appear to be quite similar to those of Ford and General 
Motors, but cover somewdiat different items. The matter of pressure 
on dealers p„nd the holding up of the signing of agreements pending 
conformity on the part of dealers to requirements of the Chrysler 
field men or the Chrysler factory office have been referred to above on 
pages 157 and 158. I n addition, dealers, both in interview's wdth the 
Commission's examiners and in repUes to the Commission's question
naires, described then- experiences. 

The policy of the Chrysler Corporation respecting advertising 
material announcing new models is indicated by a letter dated Septem
ber 19, 1936, and signed by A. E. Tongue, dhector of advertising and 
sales prom.otion, Detroit, Mich. This letter addressed to a Chrysler 
distributor stated: 

Some time ago you requested us not to make arbitrary shipments of material 
to you or the dealers operating under you. The time is now approaching when 
the new-car announcements material will be shipped, and 1 Iiave discussed with 
Mr. E. B. Wilson, the director of sales in your division, the advisability of shipping 
new-car announcements to you. Mr. Wilson feels that in your desire to do an even 
better job in 1937 than j"ou have clone in the past you will find this material of 
value to you and your dealers. 

For this reason, and with the full knowledge of Mr. P. T. White, your regional 
manager, and Mr. Wilson, we are shipping you and each one of your dealers, 
within the next few weeks, one Chrysler announcement package, for which vou 
wiU be billed $7.75. * * * 

We now ask that 3'ou advise your dealers that this material will be shipped to 
them and that you expect them to pay for it. We wiU appreciate your remitting 
promptly to us upon receipt of your parts statement. 

Respecting the policy of the company in the purchase of dhect 
advertising and equipment, a De Soto-Plymouth dealer stated to an 
examiner of the Commission that he was compelled to buy direct adver
tising and catalogs at the rate of 75 cents for each new car delivered. 
He also stated that some tune ago he was compeUed to buy a small 
moving picture machine used for advertising purposes for each of his 
three branches. He stated that fUms for use in these machines were 
costing about $15 per month in 1938. He also said that the factories 
use coercion in the matter of signs and that about 9 months before 
the interview lie was sent a sign c. o. d. and that another sign was 
sent about 3 months later. The dealer was told that the new sign 
was necessary because the colors on the first sign sent were not those 
desired. The dealer stated that in size and form both signs were the 
same. 

I n another case a former Chrj'-sler-Plymouth dealer stated to an 
examiner that Chrysler factory representatives, as well as the repre
sentatives of Ms local distributor, compelled him to buy signs, parts, 
tools, prospect ffies, and accessories wdth the threat of canceUng his 
contract, which the}' finally did. According to the dealer, the final 
cause of cancelation was refusal to take a list,of parts amounting to 
approximately $250 or $260 which, i t was stated, included many 
slow-moving articles. The dealer deshed to select such parts as he 
wished from the list, but his request was denied and his agreement 
was canceled somewhat later. , : 
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In replying to the Commission's questionnah-es numerous Chrysler 
Corporation dealers made statements, among which the foUowdng are 
typical. A Clnysler-Plj^mouth dealer stated: 

When the new Chrysler came out they always sent us a large package of adver
tising material and just charged our account •svith it. Never asked us whether 
-n'e wanted it or not—only about $10. 

Among large Chrysler Corporation dealers a distributor doing 
approxunately $2,000,000 busmess annuallj' stated that the factory 
did not use "Ulegithnate methods" in hisisttng upon the purchase of 
tools, parts, etc. He stated: 

They have, however, indirectly put some pressure on certain advertising 
campaigns or other sales policies. Most of their advertising campaigns are good 
as a whole but they do not always fit the occasion or time for the dealer. 

Another large Chrysler dealer doing approximatelj' $1,500,000 gross 
business annuallj'' stated: 

The factory has, in the past, required us to participate in billboard and radio 
advertising campaigns, in our community. Also regular advertising materials 
for our showrooms. * .* * Most dealers are requested by the factory to have 
a regular moving-picture machine, or special Webster slide film service. The 
factory also recommends that we obtain necessary special tools for our service 
depai-tment. 

A Dodge-Pl^'mouth dealer stated: 
With respect to advertising and picture machines, a nominal amount. We 

have been forced during 1938 to pay for outdoor biUlooard campaigns tliat have 
been very expensive. 

Another Dodge-Plymouth dealer stated that: 
The same pressure has been applied in the past when we buy advertising 

material. In fact, we have a picture machine •which we bought, believing that it 
might relieve the pressure which we had been putting up wi^th. The special tool 
question has been with us for a long time and at times has become very objec
tionable. 

More specifically respecting advertising material, a Dodge-Plymouth 
dealer said: 

Manufacturer hps a complete list of sales-promotion materials in hands of 
dealers or through their district representatives, and each year before new sales 
agi-eement is signed these are checked against dealer and dealer is requested to 
purchase anything in the way of equipment or sales-promotion materials he does 
not already have. Also new mailing campaigns are presented at different inter
vals during the year and dealers are asked to purchase same. 

Among De Soto-Plymouth dealers one stated: 
* * * In 1936, required pureha.sing of picture machine against some dealers' 

•wishes—probably good for dealers, however. Until recently required tools, and 
still do, to hold franchise renewal. In other words, would say there is a minimum 
requirement that is necessari' to hold or secure an agreement. 

Another De Soto-Plymouth dealer stated: 
Advertising material for new ears is shipped and biUed to us, as well as picture 

films, without our consent. 

A third De So to-Plymouth dealer said: 
All banners, etc., we pay, also all advertising. They make us buy a little 

moving-picture machine and films which are never used. 

Another De Soto-Plymouth dealer doing only a small volume of 
business said that the factory— 

Repeatedly insisted that we buy until we bought to keep in their good graces. 
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Another De Soto-Plymouth dealer stated: | | 
We have had a great deal of insistence from the manufacturer in buying numer

ous special tools, picture machines, picture films, and other similar commodities 
including certain new and used-car data books which, in our opinion, have no 
value whatsoever. * * * "̂ r̂  were threatened with cancelation at numerous 
times and the renewal of our contract was held up, we believe, to force the purchase 
of tools and equipment that vi'e did not desire to buy. 

Still another De Soto-Plymouth dealer indicated that pressure has 
been less dm-ing the past year than before. This dealer said: 

Did not this year but have done so in previous years. We must cooperate with 
their requirements or we "will not be rated a 100-percent dealer. 

Another Dodge-Plymouth dealer stated at some length as foUow's: 
Up until this year there was no end to advertising matter heaped on us but 

taking advantage of the investigation, we steadfastly refused a lot of it this year 
and got by with considerably less cost in this regard. For instance, we refused to 
pay any "further biUs for sending a pubUcation the factory terms the Dealer's 
News to a large list of car owners at the rate of 5 cents each name. The News 
was sent monthly, making each name cost us 60 cents a year. We finaUy got it 
stopped but are in disfavor with the factory on account of i t . 

Also we were successful in stopping the flow of records and films to us after a 
hard fight. These records and films cost us $3.64 each and for a long time we were 
forced to take them. Also had to buy a projector and sound equipment. We-
couldn't possibly have use for all the films sent us and the place is still cluttered up 
with them and we destroj^ed many. These films and records are still factory pets 
and it is only a matter of how effective this investigation proves whether or not 
we'll soon have to buy this high-priced, mostly worthless junk. 

However, while pressure has eased on above items, we still are made to take and 
pay for maiUng campaigns, building banners, selling charts, and special made 
albums, etc. 

And now the factory has a new idea. We are to be charged on each car and 
truck invoice the amount of $6 and the factory agrees to put in an additional $3 
toward a fund for'advertising in our locality. We cannot pass this charge on to 
the customer. 

Other manufacturers.—All of the above statements describe experi
ences of individual dealers handlhig cars made by one of the three 
largest manufacturers. Although officials of other manufacturers 
claim that their companies are not in a position to use as much pres
sure on their dealers as the larger companies, certain requirements 
that have the standing of customs of the trade are the occasion for 
dealer complaints. 

For instance, a Packard dealer points out respecting that com
pany's dealer agreement: 

The sales agreement contains a clause that you -R'HI agree to accept and pa}'̂  for 
whatever advertising material the manufacturer sends you. 

Another Packard distributor said: 
At times they recommend purchase of picture machines, special tools, parts, 

and accessories. 

A third Packard dealer stated that: 
Picture machines are shipped to us charged to our parts account without being 

ordered. 

Likewise, a Hudson distributor and dealer stated that the factory 
furnishes only the less expensive pamphlets and advertising material 
and requires dealers to purchase the more expensive items, and also 
"high-pressures" him into accepting direct-mail ijrograms from wluch 
he feels that he has not had any good results. 



172 FEDER.i.L TRADE COMMISSION 

I n general, therefore, i t appears that the dealer requirements, in
cluding both those written hito dealer agreements and also under 
factory policies laid down for the guidance of factory field men and 
distributors by other manufacturers, are much the same as those of 
the three largest manufacturers. I t also appears that the smaller 
manufacturers are not in a position to exert as great pressure on their 
dealers as is used by the larger manufacturers. There are, therefore, 
considerable differences in the strictness wdth which requirements are 
applied hy the smaller companies wdth respect to both major and 
mmor dealer reqiurements. 

Such differences appear both as between different manufacturers, 
and as betw-een different selUng di-^dsions and even as between different 
sales territories of the same manufacturer. These last difi'erences are 
doubtless due in part to differing methods pursued by the personnel 
of factory branches and distributors. 

I t seems proper, considering the necessity of substantial capital on 
the part of dealers to carry stocks and provide dealer facilities to 
properly conduct their businesses, that manufacturers should ascer
tain the financial abihty of prospective dealers and subsequently 
check i t from time to time after they have become dealers. Informa
tion of the type presented in this report, however, indicates that man
ufacturers have gone far beyond the mere setting up of capital require
ments and have entered the field of dealer management. 

As previouslj^ stated in chapter I I I , the manufacturer-dealer agree
ments, in general, require dealers to provide places of business, sales 
faciUties, and personnel satisfactory to manufacturers. Dealers are 
also required to develop business in theh territories in w-'a3''s satis
factory to their respective manufacturers. The agreements also 
release the manufacturer from any financial responsibility for oral 
statements or pronnses made to dealers. 

Provisions of the agreement enable the manufacturer to change 
dealer territory linuts and operating conditions at -will, and the con
tracts are cancelable by the manufacturer on relatively short notice. 
I n practice, most dealers are required to handle only the products of 
one manufacturer, and, in many instances, only one ma-ke produced 
by that manufacturer. Therefore, the retention of a dealer agree
ment with a particular manufacturer is of such importance that fear 
df cancelation is a force impelling the dealer to accede to unfair de
mands respecting both the amount of capital he will emploj'- and the 
ma,nner in wdiich i t is employed, because, if his agreement is canceled 
his business ceases, at least until he can obtain a dealership with ' 
another manufacturer. I f , after an investment is made, the manu
facturer or his field representatives decide to curtail the possibiUty 
of employing that capital profitably by dividing territory, adding 
more dealers in the territory, or by exerting severe pressure requiring 
improvident expense on the part of the dealer in an effort to increase 
the sale of new cars, the manufacturer, under his agreement, is freed 
of all financial responsibility for loss of opportunity by the dealer to 
use his capital, or even for any dissipation of dealer capital that may 
result therefrom. 



CHAPTER V. PRESSURE ON DEALERS TO TAKE AND SELL 
NEW CARS 

SECTION 1. NATURE AND SCOPE OF DiscnssioN 

Source of information.—One of the most frequent complaints of 
dealers is that manufactm-ers compel them to take more new cars 
than they can profitablj'' handle with the result that in order to dispose 
of them they are obliged to make excessive trade-in allowances or 
to cut cash prices. In order to check the validity of this complaint, 
information from various sources was sought, including interviews 
^vitli dealers and dealer trade association representatives, answers to 
questions included in a report form addressed to a selected hst of 
dealers and from the files and records of manufacturers. In addition, 
a considerable number of letters were received from dealers discussing 
various phases of this subject. Material from all these sources 
serves as the basis for the discussion contained m this chapter. The 
method of presentation followed in this chapter is mtended to brmg 
out the fact that not all manufactm-ers use the same methods of 
exerting pressure nor is such pressure exerted by aU manufacturers 
to the same extent. 

Volume the manufacturer's first consideration,—The success of both 
manufacturers and dealers depends upon the sale of cars in volume at 
prices yielding at least reasonable profits. Much attention, therefore, 
is given by manufa.cturers to increasing dealer sales. From his 
stronger economic position, backed and further strengthened by dealer 
agreements that are subject to cancelation on relatively short notice 
considering the permanent investments that dealers often must 
make, the manufacturer is in a position to exert pressure on dealers 
to take and pay for cars in such volume that the dealer's market often 
•will not readUy absorb them. 

In pressing for volume the manufacturer is faced wdth the necessity 
of deciding whether to force the dealer to handle so many cars that 
his effort to seU in an overstocked market results in diminishing 
profit, or to deal more fahly wdth dealers and obtain such volume of 
sales as can be made without forcing the dealer too far into the field 
of volume sales at diminishing profit. 

According to the statements of dealers summarized throughout 
this chapter, the policy of pressure for volume of sales in past years 
has been such that thej^ characterize it as ruthless. The statements 
also mdicate that there has been a change in the manufacturer's 
volume policy in the past year, with the result that more consideration 
is now being given to the question of dealer welfare. 

Incidentally, the right of a manufacturer to choose his dealers and 
to direct their eft'orts within proper limits is not to be questioned. 
In automobUe distribution, however, it is to be noted that, as described 
in chapter I I I , , the agreements signed between manufacturers and 
their clealers not only pro-vide that the dealer shall conduct his 
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business in a way satisfactory to the manufactm-er, subject to can
celation on comparatively short notice, but also provide for complete 
periodic reports covering investment and profits and also for frequent 
detailed reports of sales stocks and sales of both new and used cars. 
By these many reports the manufacturer and his field force are 
constantly kept informed of the intimate detaUs of the dealer's busi
ness and the basis is laid for an imusual degree of control and direction 
of the dealer's business, that is rendered eft'ective by the terms of the 
dealer agreement and the dealer's fear that under the terms of that 
agreement, his contract wHl be canceled. 

In commenting on the situation in a letter addressed to the Com
mission in the spring of 1938 a dealer stated as follows: 

Big business is making an awful holler about Government interference but 
car manufacturers are not alone interfering with our business, they aie running it, 
exploiting i t to their benefit; no form of present dictatorship has a thing on the 
•way they enforce the rules on their dealers once they get them stuck with their 
line. 

_ Just recently, the factory's territory man demanded our contract because we 
did not see fit to give him a truck order, then a few days later another one swore 
and cursed us and our place because we didn't agree with him on a mailing cam
paign. We dread to have them caU, i t is a constant worry how long i t will be 
before they take our contract away from us. Many times two call at the same 
time and will wear one down at the point of doing anything to get rid of them, 
then lie awake nights worrying how we will meet our commitments. 

Conditions under which pressure is applied.—Dealers claim that, 
'especially with respect to cars in the lower price classes, Chyrsler, 
'General Motors, and Ford have often been particiUarly ruthless in 
forcing their dealers to take more cars and ti-ucks than can be sold at a 
profit. Pressure is also exerted by other manufacturers. The 
extent of this pressure is well known to the heads of different manu-
facturmg companies. For example, as early as July 29, 1925, Alfred 
P. Sloan, Jr., then president of General Motors Corporation, at a 
meeting of the general sales committee of that corporation, made the 
following statement: 

I know instances where General Motors dealers have just before the close of the 
season been forced to take quantities of cars that thej' couldn't possibly seU 
except at a loss. This loss has been sufficient in some cases to absorb their 
profits for the entire year. 

The time has passed when -sve can look upon our own profit and loss as a meas
ure of our success. We must consider the dealer, because whenever he must 
incur such a loss i t is a deljit against our good-will account, which is the most 
valuable asset we have. Contrary to what some of us may have assumed in the 
past, i t is not a smart thing for us to overload the deader at the expense of his 
profit. We must lay our plans far enough ahead to minimize any losses that 
may result from the necessî ty of disposing of old model stock. 

He a.lso connected the forcing of cars on dealers with the problem 
of overproduction by the manufacturer as follow's: 

There is another closely related problem which aggravates this situation and 
that is the overproduction of a given model of car or a car of a certain color, and 
then forcing them on the dealers. 

These comments made in 1925 respecting conditions faced a-nd 
practices pursued by General Motors Corporation apply equa-Uy well 
today to the dealer relations and new car production and distribution 
of any large manufacturer. 

I t is also to be noted that it is virtually impossible for manufacturers 
to schedule production of automobUes so accurately that at the end 
of a model year the number of cars produced wUl exactly equal sales 
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or potential sales. A statement to this effect is found in the mmutes 
of a meeting AprU 28, 1927, of General Motors' general sales com
mittee, as follov/s: 

The ideal thing, of course, would be to so schedule i^roduction that at the time 
of model change there would be a reasonable stock of old models in the hands 
of the dealers, requiring no special considerations from the factor3' in the direction 
of bearing a part cf the expense of liciuidation. 

In view of uncertainties as to prospective retail demand, and because of the 
necessity of scheduling production several months in advance, it is almost inevi
table that a manufacturer will have either a .shortage of car,s prior to the introduc
tion of new models or else an excessive carry-over. 

Although i t was recognized by Mr. Sloan as far back as July 29, 
1925, that dealers were often forced to take quantities of cars that they 
could not possibly sell except at a loss and it ŵ as intimated that 
remedial measures might be taken, this practice continued. For 
example, in one of the larger cities wdiere there were three Buick 
dealers, each of the dealers was forced to take a large number of 1927 
models just prior to the introduction of the new 1928 models. The 
total number of cars which these dealers were forced to ta.ke aggregated 
approximately 450. One of these dealers stated that he was forced to 
sell the old models at such a discount that his company made no 
profit during the first three-quarters of the next year, and one of the 
other dealers asserts that he made no profit in the entire year. The 
forcmg of these cars on one of the dealers had much to do with his 
failure withm the next 2 years. 

In discusshig manufacturers' policies in regard to dealer volume 
it must be pointed out that there are several steps between those who 
form the manufacturers' policies and those who ai-e charged wdth 
carrying out tliese policies. The latter are in direct day-by-clay 
contact with the dealers. Moreover, there is not ahvays a strict 
adherence to manufacturers' stated policies by the manufacturer's 
representatives wdio are responsible for dealer performance. Manu
facturers generally assign sales quotas to their branch or zone mana
gers for their respective territories. Although officials of manu
facturers claim that such quotas are subject to revision in the light 
of changuig busmess conditions, it is unquestionably true that 
branch or zone personnel, having been assigned a quota, feel obligated 
to clo all they can to attaui it. This is especially true if, as occurs in 
many cases, branch, or zone representatives furnish estimates and 
cooperate wdth. their home offices in setting up quotas. -Branch 
and zone officials are pressed to sell their quotas. They may be 
discharged if tliej'' do not obtain satisfactory results. Fa,ctoi-y field 
representatives, therefore, must in turn exert pressure on dealers to 
attain or exceed quotas set up. 

At the July 29, 1925, meeting of the general sales committee of 
General Motors Corporation previously mentioned, Alfred P. Sloan, 
Jr., discussed, the uncertainty of tenure of dealerships as an undesirablei 
feature and connected its existence wdth arbitrary action, on the part 
of field men wdio stand between the home office of the company and 
the dealer, and may not alwâ J-s properly mterpret home office policies • 
in making cancelations. On the last point he stated: 

* '''' * these small dealers have little or no contact with the factory and 
their future is more or less in the hands of some district traveler •who may or may 
not be properly interpreting the poUcies of the home office. 
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Fear on the part of the dealer that, if he does not comply with the 
demands of manufacturers' local representatives, his dealer agreement 
wil l be canceled, is the force compelling dealers to take cars against 
their best judgment. 

Evidence that there is real basis for fear on th.e part of dealers that 
they may be treated arbitrarUy by the local representatives of large 
companies is to be found in the fact that a number of dealers inter
viewed hy agents of the Commission and also a number of dealers 
answering the Commission's report form for dealers, described cases 
m which following cancelation, or threats of cancelation for failure to 
comply wdth the cleinands of local factory representatives, dealers were 
reinstated or relief was given from cancelation threats or other pressure 
following appeals by dealers to home office representatives of manu
facturers. I n other cases, appeals to home offices were followed 
promptly by cancelation. I n the case of General Motors Corporation, 
the recent establishment of a dealer relations board in New^ York to 
act as a final review agency in case of aggrieved dealers appears to be 
a move to safeguard in some measure against arbitrary treatment of 
dealers by factory field representatives pressing for volume, or other-
wdse interfering wdth or directing the conduct of the dealer's business. 

The force of manufacturer pressure to secure sales volume has 
varied from year to year and wdth changes in general sales mana.gers. 
For example, clealers in all lines report that there has been much less 
pressure since this mquhy was ordered by the Congress than there 
was before. Many Chevrolet and Ford dealers report less pressure 
under present general sales mianagers of these companies than there 
was under then- predecessors. The force of manufacturei- pressure is 
also greater in certain sections of the country, depending upon the 
differences hi the branch managers or in the types of the manufac
turers' distributors. 

In. the succeedmg pages of this chapter more specffic attention is 
given to the procedvu-e followed by manufacturers in setting up dealer 
quotas and the percentage measures of performance Imowm as percent 
of price class which are the first steps taken by manufacturers in 
atteinptmg to sell then- proportion of new cars registered. This dis
cussion is foUow-ed by a more specific discussion of what is actually 
done in the way of forcing new cars on dealers in order to attain 
quotas a-nd maintain or increase the ma-nufacturer's percent of price 
class and to effect clean-ups at the end of model years. 

SECTION 2. DEALER QUOTAS AND MAINTENANCE OF PERCENT OF 
PRICE CLASS 

. Methods of establishing quotas.—All manufactiu-er-dealer agreements 
provide for some form of periodic estimates of dealers new car requh-e
ments for a future period, generaUy a year. I n addition to these 
ji'early quotas specified in the agreements, many manufacturers from 
time to time establish quotas wliich apply to the v/h.ole country and 
are then broken down by sales territories and finally by distributors 
or by individual dealers. Various methods are used in estabUshing 
quotas. 
. General Motors Corporation.—An official of General Motors ex
plained the method by which Chevrolet quotas are arrived at, stating 
that the company's wholesale executives in various parts of the country 
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appraise business conditions in then respective territoiies a.nd submit 
to the Detroit office their best estimates of anticipated Chevrolet 
sales volume. An independent survey is made in Detroit of all avail
able sales information and preUminary quotas are set up for the 
coimtry as a whole and by zones. After comparison of the Detroit 
office's estimates with those of the wholesale executives, a tentative 
quota is set up a-nd presented to the sales executives for review and the 
fina,l establishment of quotas. These are fm-nished the wholesale 
executives who break them down by dealers in their respective 
territories. 

Chrysler Corporation.—This company's method of deternuning 
quotas was described by O. M . McNeil, head of the dealer market 
anal3'-sis department of the company. According to Mr. McNeil, 
the mechanics of determining national and dealer quotas is as follows: 

From R. L. Polk Co., of Detroit, reports are obtained showing 
registrations of all makes of cars by various political subdi-visions, 
covering rural as well as urban districts. Using these data, the total 
number of group A and of group B cars is determined. Group A con
sists of Chevrolet, Ford, and Plymouth. Group B is comprised of the 
remainder of the industry with the exception of a few makes -ivith very 
small production. 

In order to determine the potential sales opportunity of the differ
ent cars manufactured by the Chrysler Corporation, a certain per
centage of total sales of the appropriate group is selected. I t appears 
that, after much consideration, the sales executives of the corporation 
have decided that the quota or potential for Plymouth cars should be 
approximately 33)3 percent of the total registrations of group A; 
Dodge, 25 percent of group B; Clu-ysler, 9 percent, and De Soto, 6 
percent of Group B. Dodge-truck quota should be 20 percent of 
new-truck registrations. 

A dealer's quota is determined by using the registrations of his sales 
area as a factor. In the case of a Dodge dealer, for example, the 
potential or quota on his Dodge car would be based on 25 percent of 
total registrations of group B cars in his sales area, plus his share of 
the Plymouth sales quota opportunity and the total Dodge-truck 
quota in lus sales area. 

Apparently there has been a change in the policy of the Chrysler 
Cornoration in respect to the 1939 quotas. On October 14, 1938, 
F. J. Timmens, general sales manager of the Dodge Division, wrote 
A. van Der Zee, vice president, outUning the methods by which quotas 
had previously been established and broken down by regions, districts, 
and individual direct dealers and assigned to the individual direct and 
associate dealers. The foUo-wing excerpt from the letter is preceded 
by the statement of pre-vious policy of the company and indicates that 
the dealer is to be given a greater responsibUity in the setting of ffis 
own quota: 

Asa matter of information, we are not following this procedure this year be ause 
of wide variation in sales of the industry during the past 2 years. Instead, we 
have sent to each regional manager a total figure of the number of units thâ t we 
felt should be absorbed by his region and have asked the regional managers to use 
these figures as a guide in discussing with each direct dealer the direct dealer's 
own thinking with regard to his sales estimate for the coming year. This will be 
incorporated in the direct dealer's sales estimate sheet, as it has been in the past. 

Ford Motor Co.-—T. W. Skinner, assistant sales manager of the Ford 
Motor Co., stated that that company does not have definitely assigned 
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sales quotas except for certain merchandising programs: The regis
tration figures are the yardstick by which sales results in each com
munity ancl county are judged. Each dealer is expected to attain 
leadership for the company on the basis of obtaimng a certain per
centage of the busmess and this estimate is based on previous experi
ence and local conditions as reported by branch zoiiemen or travelers. 

Mr. Skinner mentioned the company's experience in 1937 as illus
trating the difficulty of estabhshing sales objectives. In this program 
the national goal was first set at 1,300,000 but, under the influence of 
an enthusiastic dealer meeting, the estimate was increased to 1,500,000. 
This was broken down by branches, zones, and individual dealers. 
The actual number of cars sold by the company that year in the 
United States was slightly over 1,000,000. 

Quotas are set from time to time both by the Ford Co. and by its 
branch organizations. These are arrived at in various ways. For 
example, on June 27, 1933, the Ford Co. wrote to all its branches as 
follows: 

I f we are to obtain the percentage of business that the present car and truck 
deserve, our July sales should exceed June by at least 20 percent. This is the 
quota that we are placing against each branch. This same quota should be 
allotted to each of your dealers. 

On March 29, 1935, a Ford Motor Co. telegram to branches stated 
in part: 

With public acceptance toward V-8 truck, and April generally largest selUng 
month, we have carefully analyzed national potential possibilities and on basis 
obtaining our share of-business have assigned your branch trucks as mini
mum April retail deliveries. Split this quota among your zone men by 10-day 
periods and give every dealer definite job. Also obtain definite commitment 
from each dealer. 

Thus it appears that the Ford Motor Co. quotas are more definitely 
assigned for shorter periods and are established from estimates based 
on studies of general business conditions and reports from zone repre
sentatives. An example of such a quota establislunent by the branch 
organization is to be noted in the telegram to the Ford Motor Co. 
from the manager of that company's Chester, Pa., branch on AprU 8, 
1937, quoted on page 182. 

Packard Motor Car Co.—Regarding the dealer estimates or quotas 
of Packard Motor Car Co., an official of that company stated that 
distributors estimate the number of cars they expect to handle during 
the model year and regional managers of Packard sit in -with the dis
tributors when they make these estimates. He stated that these 
annual estimates are nothing more than the number of cars the dis
tributors think they may be able to sell and are of little value to the 
manufacturer, although the estimate is made a part of the dealer 
agreement "as a mark for the distributor to shoot at." On these esti
mates the distributors base their business set-ups; that is, their require
ments as to showroom space, capital hivestment, number of employees, 
and facilities for servicing. Therefore, an inaccurate estimate may 
result in inconvenience to the dealer hy providing for too great or too 
small a volume of sales. 
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Throughout the year Packard distributors make monthly estimates 
which are of greater value as they are based on actual experience in 
the immediately preceding month and expectations for the ensuing 
month. 

An example of how the Packard quotas are determined, and the 
part played by the distributors in establishing their own quotas, is 
contained in a letter from W. M . Packer, general sales manager of 
Packard, to 6. A. Fonda, Syracuse, N. Y., distributor, imder date of 
December 31, 1937. The letter presents a "forecast" or quota for 
the distributor for 1938 of 800 units compared with 1,129 actuaUy 
handled in 1937 and states: 

In submitting this forecast for your consideration we have set up no arbitrary 
figures, and all of them are offered subject to discussion and review with you, as 
we know that you have been thinking along the same lines and, in addition, are 
much closer to your own particular picture. 

Discussion of the use of quotas as a means of increasing sales of 
new cars will be found in section 3 of this chapter, entitled, "Forcing 
Dealers to Take New Cars." 

Percent of price class.—The term "percent of price class" is used in 
the automobile industry to denote the proportion of total sales in 
any price class for a given period of time that is accounted for by 
the sales of a particular make of automobile in that price class. For 
example, Chevrolet, Ford, and Plymouth cars represent one price 
class. 'The percent of price class attained by the sales of Chevrolet 
w ôuld be the percentage of the total sales of Chevrolet, Ford, and 
Plymouth cars accounted for by Chevrolet cars. I t is to be noted 
that, whereas quotas are set up as goals to be obtained by dealers, 
checking for percent of price class becomes the means of ascertaining 
currently whether dealers are obtaining the desired proportion of 
total registrations in their price class regardless of whether they 
attain or exceed their quotas during a particular pei-iod. Percent
age of price class thus shows the relative performance of a particular 
manufacturer's dealers in obtaining their proportion of total sales 
regardless of the effect of changing business conditions upon the total 
volume of cars of all makes sold. 

For the purpose of computing percent of price class, sales as indi
cated by automobUe-license registrations are used. Registration 
figures for the smallest political or other subdivision are tabulated for 
this purpose. The company whose compilations are most widely 
used for this purpose is the R. L. Polk Co. 

In the case of some makes of automobUes not definitely falling into 
a particular price class, and in other cases, sales of the make may be 
compared with sales of all other makes, generally excepting the low-
price class of Chevrolet, Ford, and Plymouth. For example, Chrysler, 
Dodge, and De Soto sales quotas are figured on the basis of percent
ages of total sales of all cars except the Chevrolet, Ford, and Plymouth 
price-class group, eliminating, how êver, a few makes wdth very small 
production. 

Based on the R. L. Polk & Co. statistics of new-car registrations, 
the proportion of the total sales of Chevrolet, Ford, and Plymouth 
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cars represented by the sales of each of these makes diiring the 10-
year period, 1929 to 1938, inclusive, are as follows: 

TABLE 12.—Percentage distribution of total sales of Chevrolet, Ford, and Plymouth 
automobiles, by years, for the 10-year period, 19S9 to 1938, inclusive 

Chevrolet Ford Plymouth 

Year Total class A Year 
cars Percent Percent Percent 

Cars of total Cars of total Cars of total 
class A class A class A 

1929-.- 2,176,115 780,011 35.9 1,310,136 60.2 84,969 3.9 
1930... 1, 738, 282 618,884 35.6 1,056, 097 60.7 64, 301 3.7 
1931. 1, 20C, 299 583, 429 48.4 62S, 581 43.8 94, 2S9 7.8 
1932 69.1, 713 322,860 46.6 258, 927 37.3 111,926 16.1 
1933 1, 036, 273 474, 493 46.8 311,113 30.1 249, 667 24.1 

1, 367, 991 634,900 39. 1 630, 528 38.8 302, 557 22.1 
1935 1,866, 202 656, 698 36.2 820. 619 44.3 3S2,985 20.5 

2,17?, 354 930, 260 42.7 748, 554 34.4 409, 580 22.9 
1937 1, 996, 241 76,", 040 38.5 765, 933 3R.4 462,208 23. 1 
1938 ^ 1,114, 206 464, 337 41.7 363,ess 32.6 236.241 25.7 

From the above table i t will be noted that the percent of price class 
sold by the different companies has varied considerably from year to 
year. The percentages for Chevrolet fiuctuate within the narrowest 
limits, namely, between 35.2 and 48.4 percent, a range of 13.2 points 
in percent. Ford's percenta-ge shows the widest fiuctuations, from 
80.7 percent in 1930 to a minimum of 30.1 percent in 1938, a range of 
•30.6 points. Incidentally, for the period as a whole, Ford showed 
marked decrease in percentage, whUe Chevrolet and Plymouth showed 
gains. Of the three companies, Plymouth showed the most consistent 
gains, the increase in its proportion of total sales in this particular 
price class group being from just under 4 percent of the total in 1929 
to nearly 26 percent in 1938, an increase of over 21 points. 

By the use of percentages such as these compiled currently through
out each market year, each of these companies maintains a close 
check on the performance of its own distribution organization in 
comparison -with that of competing manufacturers. 

In addition, each manufacturer obtains from each of its dealers 
weekly or other periodic reports of sales and, based on these reports, 
makes comparisons of the performance of each of its dealere with the 
averages both of the particular manufacturer and of competing man
ufacturers in the dealers' territories and for the country as a whole. 
Whenever a dealer, or a group of dealers, fails to obtain the proper 
percentage of sales, conditions are ripe for bringing special pressure 
to bear to increase sales. 

Incidentally, i t is to be noted that any cutting in of new competi
tion in tbe price class, such as is indicated by the growd-h of Plyinouth's 
proportion, wdll be met by special effort on the part of other manu
facturers to retain as large a proportion as possible of the total price 
class, including sales of the new competitor. Chevrolet, Ford, and 
Chrysler are now facing such a situation with the announcement of 
the new Studebaker model to sell in this price class. Tins is_likely to 
mean greater pressure by the three large companies upon their dea,lers 
to take and sell automobiles.' Thus, competition a-mong the_various 
manufacturers to maintain their respective percentages of price class 
is likely to be reflected in dealer relations in the form of increased 
insistence that dealers shall take and sell more cars. 
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SECTION 3. FORCING DEALERS To T A K E N E W CARS 

Types of pressure exerted.—The itianufacturer exerts constant pres
sure on the dealer to take and sell more new cars and trucks. This 
pressure ranges from ordinai-y salesmanslUp to threats of ca-ncelation 
of the dealer's franchise if more cars are not taken. The use of 
quotas and the exertion of pressure for the maintenance of a percent
age of sales in the price class, wdiich w êre discussed in the preceding 
section, are methods of forcing new cars. Other means complained 
of include forcing dealers to take unwanted cars and trucks in order 
to obtain those desired, threats tha.t new models wdll not be delivered 
unless a number of old models are taken, pressure for the maintenance 
of larger stocks of new cars m dealers' hands, and threats of cancelation 
and, in some cases, actual cancelation of dealers who do not perform 
in a satisfactory manner. The three largest compames, Chrysler, 
General Motors, and Ford, in pa.rticular, in many cases have been 
ruthless in pressing their dealers for volume. 

Pressure of various sorts to induce dealers to sell more cars through
out the season is applied not only wdth respect to popular m.odpls 
but also with respect to models tha t̂ do not receive the fullest public 
acceptance. Many dealers state that this pressure becomes especially 
strong in the clean-up at the end of each model year. 

Use of quotas to increase car sales.—Statements of officials of auto
mobile manufacturing companies failed to indicate very clearly the 
purposes for wdiich quotas are established. The general impression 
gained from these statements is that quotas are merely guides or 
indications of sales expectancy. 

The correspondence, sales manuals, and other data obtained from 
the automobUe manufacturers, together wdth information obtained 
from dealers, indicate, however, that the principal purpose of quotas 
is to set a standard toward which dealers should work. I t is under
stood that quotas are not legal obligations of dealers to sell specified 
numbers of units; but in their contacts with dealers, manufacturer's 
representatives use quotas as a lever to increase orders and sales. 

The Hudson Motor Car Co., in its Wholesale Manual, states: 
Every dealer should have a new car quota to give him a mark to shoot at. 

This is one way, if quota is accomplished by the dealer, for you to meet your own 
territory's wholesale and retafi quotas. 

The best way for you to make your quotas is to keep your dealers quota con
scious and check them on every contact to see how they are performing. 

The Hudson Zone Manual provides that each distributor will re
ceive from the factory for each quota period a sales quota for his 
entire territory. The distributor is instructed to break down this 
quota, hy dealers, treating his owm retail department as a dealer. 

Although manufacturers frequently state that dealers are not com
pelled to-buy cars^unless they want them and that quotas set up are 
nothing more than goals which the dealers shall try to attain, con
siderable evidence ŵ as developed to the effect that quotas qiute 
definitely are made the means of applying considerable pressure to 
dealers, particularly by the three larger companies. For instance, 
under date of July 1, 1938, W. F. Hufstader, Buick Motor Division 
of General Motors Sales Corporation, addressed a letter to zones 
a-nd distributors regarding JiUy quotas, hi which he stated: 

Attached herewith are July quotas, broken down hy series, totaling 11,200 
nationally. 



l g 2 FEDERAL TRADE COBIMISSION 

This represents the share of the job that must be done during the month of 
July in order to bring about an orderly clean-up of 1938 models. You should 
impress upon each dealer the importance of accomplishing his share of this 
objective. 

I am counting on you to put forth your very best efforts, not only to make but 
to exceed your individual quotas. 

The establishment, by branch organizations, of dealer quotas in 
excess of what the branch m ânagement beheves can be accompUshed, 
illustrates the use of the quota as a means of sales promotion. The 
manager of the Ford Motor Co.'s Chester, Pa., branch telegraphed 
W. C. Cowding, of the Ford Co., on April 8, 1937, stating that a quota 
of 7,532 units had been estabhshed for the dealers of that branch for 
the month of April, but that retail deliveries, however, would probably 
be about 6,000 units. Regarding the effort which w ôuld be made to 
reach the quota, the telegram, in part, stated: 

* * * For month of April definite quota has been assigned every dealer, 
totaling 7,532 units, and we are shooting at this retail job with our entire organiza
tion. This dealer quota broken down by zones, zone men definitely responsible 
for their share of this retail job, with instructions to secure one-third month's quota 
first 10-day period, and close follow-up will be made upon receipt first 10-day re
ports this month. Yesterday -i: * * -̂ r̂e wired every dealer under branch, 
calling attention to month's quota and the importance of securing one-third of thig 
job first 10-day period. * * * 

.Another illustration of the use of quotas in connection with the 
appUcation of sales pressure is contained in the following excerpt from 
a Ford Motor Co. telegram dated March 29, 1935, to that company's 
branches, assigning-each branch a quota of trucks for the month of 
April and urging decisive action to provide needed sales strength in 
any territory failing to shoŵ  the required sales results. This telegram 
also contains the foUowing suggestion, winch appears to be for the 
purpose of making the dealers "quota conscious": 

Suggest you provide each dealer with post card addressed to manager reading: 
" I completed the job of retaihng my quota of trucks today, so Hst me as a 
dealer producer. Signed" (dealer's firm name, signature, and town.) 

Of somewhat similar meaning, but of somew'hat less recent date, 
ŵ as the following telegram addressed by W. C. Cowling, Ford Motor 
Co., to Ford branches under date of December 27, 1935, which stated 
as follows: 

Your January sales quota as follows: Cars , trucks , total . This 
is "not just a sales Ciuota but a definite sales assignment which we expect you to 
accomplish. Prorate quotas among dealers, then crowd all dealers hard to do 
better merchandising job tiirough more demonstrators and better demonstrations, 
more contact with owners other makes. Also more effective foUow-th rough by 
branch-management roadmen and dealers to see that this is done. Since introduc
tion of 1936 V-8, we have purposelj' planned our sales program to enable our dealer 
organization to enter 1936 ready to do a volume job, so let's get under way. 

I t would thus appear that the Ford quotas established by the home 
office and assigned to the various branches are really _ more in the 
nature of definite sales assignments than those established by the 
branches as tentati'S'e goals. 

How quotas may be used by field men is illustrated by a Chrysler 
field man's report on a De Soto-Plymouth dealership in September 
1935. The field man stated that the dealer's performance against 
quota was below the national average, "and we told him frankly that 
we ŵ ere very much dissatisfied with the record that he had made." 
Under date of Februarj^ 20, 1936, the dealer addressed a letter to the 
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vice president of De Soto Motor Corporation outUning efforts made 
to increase sales and stated that durmg November and December 
1935— 

* * * due to con,stant pressure from your sales department, we ordered a 
large number of new cars which we were unable to dispose of in the selling season, 
due to retarded shipments at the proper time. 

Again, in July 1936, this dealer was under pressure for unsatisfactory 
performance, and on November 10, 1936, the dealership ŵ as canceled. 

Statements of dealers respecting use of quotas.—Many dealers handlmg 
various makes stated that quotas are used iu comiection wdth sales 
pressure. The foUowing are typical of dealer expressions, both to 
the Commission's examiners and in response to the questions con
tained in the Commission's report form for dealers. In addition, 
many dealers stated that quotas were established, but that no serious 
effort was made by factory representatives to enforce them. The 
fact that dealers ha.ndling practicallj^ aU makes made statements of 
both types would seem to mdicate that the degree of pressure in con
nection with quotas varies considerably in different territories. This 
may refiect variations in the interpretation of company policj^ by 
difi'erent field representatives. I t is also probablj'' true that in a given 
territory, some dealers who, from the manufacturer's viewpoint, are 
dohig a satisfactory job of merchandising, experience little or no 
pressure to attain quotas, whUe others who are not attaining deshed 
volume are pressed to attain their quotas. 

Among General Motors dealers, a combined Buick and Chevrolet 
dealer included among the major difliculties faced by dealers the 
following: 

* * * Factory's insistent demand that predetermined sales quota be 
reached in dealer territory regardless of economic or competitive conditions. 

A Pontiac dealer stated that the factory representative calls and 
suggests a quota. In most cases this dealer protests and the quota 
is lowered to a figure which is agreeable to both the factory and the 
dealer. Sometimes, if the factory's suggestions are not adhered to, 
the dealer stated, it has been the factory representative's practice to 
threaten to cancel his contract and put another dealer in his place. 

A Chevrolet dealer stated that while his company now makes the 
quota and pressure is not brought to bear in this connection, this is 
a change in policy from previous years when it was a case of fighting 
the regional dhector at every turn. He stated that the change took 
place W'hen the Federal Trade Conimission instituted its inquiry. 
He expressed the belief that unless Congress passes legislation to 
regulate the manufactm-er, the pressure wdll return. 

Several Chrysler dealers handling De Soto and Plymouth cars 
stated that, in 1938, special discounts for specified volume of pur
chases was substituted for pressure for c[uotas used in previous years. 
In commenting on the situation in general, one dealer stated: 

No pressure used now—will be resumed, however, when present investigations 
subside unless a neutral board is appointed in eacli State to supervise factory-
dealer relations (a board with some power to enforce decent relations). 

Another De Soto-Plymouth dealer stated: 
You sign for all cars, then the representative insists your quota is so much 

and if you listen to him you might be hurt; however, we ordered what we thought 
we could sell at a profit of some kind and let i t go at that. 
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In 1935, by the fact [II was new in a large operation, I listened to their 
representative at a large cost, but since have used my own judgment. 

They use a discount scale to cause you to tie up money, we will say in radio, 
that could be used more profitably in business. For instance, we have a single 
price and a quantity price but the real price is on lots of 60 radios at about ,̂626 
or an investment of about $1,300 when they will probiibly last you 6 months. 
Then at last of year you may need another 20 or 30, but you either overstock or 
lose and must like i t . 

A Dodge-Plymouth dealer stated: 
Our manufacturers have never oversupplied me with motor vehicles, parts, or 

accessories in any year in the past because I have been in the business too long 
and will not overstock for anylDody. I am a merchant who orders what I think 
I can sell and if 1 misjudge it is my fault, not theirs. My relations with the fac
tory on this matter have been very satisfactory. 

No coercion or pressure has been used on me except I have been reminded that 
my percentage of sales for the territory I control has been below national average. 
Again 1 run my own business by what 1 think I can sell and no more. 

A Hudson Terraplane dealer stated that the factorj^ makes up the 
figures for the number of cars his companj'' must take each year and 
that his companj'- has no voice in the matter. He stated his company 
had not been coinpeUed to take cars but the quota had been used as a 
lever to compel his company to take cars in excess of its actual needs. 
He said there had been verbal thi-eats of cancelation unless the 
additional cars were accepted. The threats and high-pressure 
methods are resorted to when the factoi-}'' becomes overstocked wdth 
cars. 

Another Hudson Terraplane dealer stated: 
The quota system is again being used to set up weekly shipments under the 

guise of measuring performance in sales and shipments against theoretical figures, 
communications stating that these allotments must be shipped. 

A Nash dealer stated that the dealer does not have much to say 
about what his quota of cars shall be. In some histances the quota 
has not been compulsory but in others the dealer is continually pressed 
by the manufactmer if he is a Uttle behind in taking the quota 
requhements. 

In commentmg on dealer quotas and then- use the secretary of a 
local dealers' association m Wisconsin stated that quotas are arrived 
at between the branch manager or his representative and the dealer 
and the result has been not what the dealer thinks he can sell, but 
what the factory representative thinks he ought to sell, and that ŵ hUe 
the quota is nothing but a mark to shoot at, it usually is higher than 
actual sales. The manufacturer's representatives use the quota in 
the hope that the dealer, deshing to appear in the best light before 
the manufacturer, wdll sell a large part of lus quota. In order to do 
this the dealer usually finds it necessary to seU in the territory of some 
other dealer handling the same make of car. Various individual 
dealers interviewed by exam.iners of the Commission also emphasized 
the fact that sales quotas are determined very largely by factory 
representatives and that the dealer has very little voice in the matter. 

Use made of percent of price class.—Percent of price class is used by 
manufacturers to gauge the performance of then- dealers and is also 
used in much the same -v\'ay as quotas to spur the dealers to greater 
sales activity. This is particularly true in the case of the low-price-
class cars, Chevrolet, Ford, and Plymouth, but is by no means con
fined .to them. Competition for a leading position in this price-class 
group is very keen. Manufacturers keep a close check on the per-
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formance of their dealers in relation to that of their competitors in 
this group, and failiu-e to attain the deshed percentage of price class 
becomes a reason for dealer cancelation. 

For example, cancelation questionnaires which Ford fieldmen are 
required to use in recommending dealers to be canceled provides for 
a report showing the percentage of Ford sales and those of the highest 
competitor for the previous year for the county and community in 
which the dealer is located and for the latest month for the com
munity. 

The "request for cancelation" form shnilarly used in connection 
wdth ca.nceiation of Chevrolet dealers provides spaces in which to 
show for the preceding 5 years and for the expired portion of the 
cm-rent year the dealer's percent of price-class performance, the 
national average price-class performance of Chevrolet and the differ
ence between the dealer's performance and the national average. 
Similar data for trucks based on weight class is also provided for. 
Information of this nature is kept by each Chevrolet branch office on 
what are termed "dealer history cards" covering each individual 
dealer in the branch territorv. 

An example of the close attention given to i-egistrntions as a basis 
for bringing pressure to hear on dealers wdio w'ere not regarded as 
obtaining their ful l share of business is to be noted in the closeness 
wdth wdiich Chrysler Corporation examines a weekly report of sales 
required from all Chrysler dealers. Under date of Julj^ 12, 1934, S. 
W. Munroe of Chrysler Sales Division addressed letters to certain 
Chrysler dealers. 'These letters were similar in form in that they 
outlined unsatisfactory performance by the dealers as showm by their 
June 29, 1934, weekly reports. A l l contained the foUowdng state
ments: 

Registrations for the first 5 months of 1934 show a substantial increase in sales 
of new Chrysler cars as compared with 1933. This increase, however, does not 
equal that of our principal competition. From the Saturday noon reports for 
June, we are convinced our distributors and dealers are not taking full advantage 
of the possibilities to develop sales in an aggressive and consistent way—and we 
are becoming seriously concerned about this apparent losing of sales effort. 

* * * We cannot afford to become latent in developing Chrysler sales— 
your profits and prestige, and, in fact, your successful continuance in this business 
require your personal and individual attention to the attaimnent of at least 
satisfactory Chrysler volume. 

We shall watch the progi-ess of our Chi-ysler business in your territory very 
closely and we trust that tlie record tabulated above is not repeated. 

To avoid this you, personally, must take hold of the reins—reorganize, rejuve
nate your salesmen—add manpower, demonstrate—and be satisfied with nothing 
short of your Chrysler quota laid in your hands in the form of retail orders. 

An instance of the importance attached by a manufacturer, other 
than one of the three largest, to the matter of obtaining its proportion 
of total sales of cars in its price class is to be noted in the followdng 
from a letter addressed by the Hudson Motor Car Co. to all regional 
managers imder date of November 22, 1937: 

Naturally the most important assignment for the regional force is to see to it 
that we obtain a proper penetration of the available market with our product. 
While we cannot control the total purchases of automotive units by the general 
public, we nevertheless expect to obtain a just and reasonable share of that 
market with the Hudson Terrapiaiie and Hudson models. 

The job of seeing that our organization in the field, both distributors and deal
ers, is set up to obtain this percentage of the market, is the one primary reason 
why we maintain a field force in the various territories. Every item in relation to 

171233—39 14 
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your contact with distributors and dealers should build toward increasing our car-
sales volume. Any condition that reflects weakness in the organization should 
automatically become a major point of issue with you in your discussion with the 
distributor or his wholesale man.ager in order to correct whatever ma}' be the 
out-of-hne condition. 

I n this particular case, i t wdll be noted that the instructions issued 
were to all regional managers tlii-oughout the United States. These 
regional managers in turn worked wdth the distributors and dealers 
so that any actual pressure for sales that may be exerted upon purely 
retail dealers comes through the regional field force and distributors 
rather than directly from the manufacturer. 

The use of quotas and percentage of price class in connection with 
pressure for greater volume is strildngly illustrated in a letter to all 
Chevrolet dealers in a particular region in the spring of 1938. This 
letter, on the stationery of the local Chevrolet Motor Division, 
General Motors Sales Corporation, was signed by the regional manager. 
The letter, dealing principally wdth the necessity for obtaining 45 per
cent of the Chevrolet price-class business, is too long to quote in its 
entirety. I t stated that in January 1938, the Chevorlet dealers in 
the region obtained 36.1 percent of the business in the price class and 
showed a net loss of about .$33,000. In February the percenta"-e was 
decreased to 35.6 and a loss of about $100,000 sustained. The March 
percentage w'as 43.3 and dealers showed a profit of over $157,000. 

Reviewing a business meeting held on a previous date, the letter 
stated that at this meeting the dealers made a pledge to attain a 
specified sales quota for April and May predicated on Chevrolet, 
dealers selling 45 percent of the anticipated car and truck business 
available in their price-class field. Attention w-as called to the fact 
that during the first 20 days of April only a little more than half of 
the quota for the month had been sold. I t was pointed out that in 
order to attain the April quota dealers would have to sell as many 
cars during the last 10 days as were sold during the first 20 davs of 
the month. I t was also stated that 45 percent of the available business 
in every community was necessary if dealers were to be finaiici.allv 
successful in 1938. Dealers were, therefore, urged to increase their 
selling effort, to recognize that business was hard to get and that i t 
would be necessary to cater to purchasers and prospective purchasers' 
demands in order to get i t . 

Continuing to stress the necessity of obtaining at least 45 percent 
of the business in the price class, the letter stated that peoiUe were not 
buying even necessities unless they were convinced that they were 
receiving bargains. Regarding methods to be used in obtaining 
business, the letter stated: 

Yes—we wfil have bought the bulk of the business we obtain in .4.pril. We 
are going to have to buy the bulk of the business we get in May—and we are 
going to have to advance more for the purchase price of the business we obtain 
during the months of May, June, and July—but it is better to have bought busi
ness and to enjoy even restricted profits than it is to go without business, suffer 
a loss, and have your competitors strengthen their positions by having taken the 
business which you should have obtained. 

We are in a market where fair-play tactics will not suffice. They could be 
injected and perhaps controlled, if the controlling force was large enough—but 
the public would then stop buying, so that the result would be nil. We are face 
to face with a market where "the survival of the fittest" has the upper hand. 
We tried to foresee this market several months ago and attempted as best we could 
to arm you with additional gross with which to fight the common enemy. I t is 
well we did—because dealers who are using the advantage they hold in this respect 
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are getting an unprecedented share of the available business—they are increasing 
their Chevrolet owner clientele daily—they are malving money and their sales 
organizations are encouraged to fight harder and -n'ith greater results. 

Now—you and I have worked well together for nearly 4 years. We have 
thought straight—we have pursued good sound policies, and wc have been able 
to foresee our opportunities and have taken adva,ntage of them. So, once again, 
I plead with you to look for your "1938 profit-opportunity period" in the very 
market which surrounds you today. The best of the remaining business you will 
be able to get with the 1938 model Chevrolet will be in May. The second best | l | 
business available to you will come in June—the next best iu July—and so on ' 
through August. In September and October we are bound to lose money as a 
group because that is the clean-up period. On November 11 we announce our 
new 1939 product and November and December should be good profit months. 

So, with a complete knowledge of our program, together with our best forecast 
of tho future, won't you please believe me when I say it is time to strike forcefully 
for the bulk of the business obtainable in your community. Forty-five percent of 
the available business is absolutely necessary to insure satisfactory' dealer-profit 
returns—5.5 percent and even 60 percent of it is well within the realms of the 
possibiUty of your obtaining—and 1 urge you to take aggressive action now. 
Accept the market as the laws of economics and politics have created it. Attack 
this market with "survival of tlie fittest" selling tactics and get for yourself and 
for Chevrolet that business upon which we are depending for the added strength 
we need with which to demoralize this unfair competition and make each of our 
respective territories better for a quality-dealer organization in 1939. 

On the whole, this letter, covermg several pages of single-space 
typewriting, is an example of high-pressure salesmanship in which 
appeal was made to dealers to increase volume for the following con
flicting reasons; To produce volume necessary to yield a profit; to 
"buy" busmess by "survival of the fittest" competition; and to do so 
out of loyalty to the Chevrolet line to prevent dealers in competing 
lines from strengthening their positions by making sales that Chevro
let dealers might have made. All these things were to be done to 
"demoralize unfair competition" and to make the dealers' territories 
better for the quality dealer program then under consideration by 
Chevrolet for the year 1939. _ 

Use of percent of price class i n advertising.—Percent of price class is 
used in local and national advertising, although not so conspicuously 
now as in previous years. Cases developed in connection wdth this 
inquiry, however, indicate that, for purposes of local advertising, cars 
not actua-Uy sold by the dealer, distributor, or manufacturer have been 
registered in order to make i t possible for one manufacturer temporarUy 
to show^ in a particular locality a larger percentage of sales in his price 
class than some other manufacturer. I n one locality where Chevrolet 
had actually outsold Ford during a particular month in 1938, and was 
reported to be intending to use tins fact in local advertising, Ford 
representatives called upon dealers to obtain registrations on unsold 
cars in their possession. I t was reported that when sufficient regis
trations of this type could not be obtained from the dealers the Ford 
branch registered a number of cars i t had on hand. 

This practice, which is knov/n as padding registrations, is not 
confined to any one manufacturer's line but mstances developed gen
erally were in connection with local seUing competition among the 
three largest companies. 

Of mterest in connection with the foregoing is the foUowing letter 
sent bv the Ford Motor Co. to all its branches, under date of October 
12, 1934: 

We have received reports from some of our branches stating that it has become 
the practice of our opposition during recent months to register a number of cars 
on the last day of the month in the name of the dealer or salesman in an effort to 
establish leadership in various communities. 
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We have taken up this matter with R. L. Polk & Co. and have their positive 
assurance that upon receipt of information from us to the effect that registrations 
of this type have been made by our opposition Polk will eliminate all such regis
trations until they have been investigated and substantiated. 

If you have at the present time any actual cases of this type, please send ua 
complete details, shovv'ing the name and motor number, and we will turn these 
over to Polk & Co. for investigation. If the practice is continued, furnish us 
with similar information at the close of October. Care must be exercised, how
ever, to see tliat these reports are based on actual facts and not on hearsay. 

According to a statement by R. L. Polk & Co., the Polk figures are 
subsequently corrected by the elimination of duplications. In the 
meantime, however, the padded registrations have been used in local 
advertising and sales promotion and have had their effect on the pur
chasing public and it is questionable w'hether the exposition referred 
to can counteract this eft'ect. 

Many dealers complained of the use made of pressure by manu
facturers to induce them to attain or maintain percentage of price 
class. The following statements, all made by General Motors dealers, 
are typical. . The first stated as foUow-s: 

There is no coercion or pressure being used at this time to force shipments of 
cars. The manufacturers' insistence on price class and weight class in a dealer's 
trading area or zone of infiuence does force him into taking unprofitable business 
at times. This is a, vicious practice on the p.art of the manufacturers and should 
be discontinued. 

The second discussed his experiences in 1938 as foUows: 
Because the j'ear 1938 was definitely off they lessened their pressure but, as a 

usual procedure, we are confronted with overstock most every" year. The pressure ' 
is applied early, the dealer encouraged to get registrations at most any price. I f 
you attempt to protect your investment and make a profit you are severely 
criticized for not being a good dealer. 

The tliird, in discussing dealer difficulties in general, stated: 
* * * Generally speaking, there appears to be on the part of most manu

facturers only one major test as to the quality of their dealer body—percent of 
total new-car registrations obtained. If the retailing end of this industry was, 
on the whole, on a sound, businesslike basis, no fault could be found with such 
a test. But, we are firmly of the opinion that in practically any community, at 
any given time, a relatively- substantial share of retail business is being done 
on an unsound or losing basis. The proof of this statement, we believe, is in 
the heavy mortality in the retail ranks during the past 15 years. In other words, 
new-ear registrations, the basis used by manufacturers in determining dealers' 
price-class performance, are not necessarily sales. They may, and all too frequently 
do, represent distress unloading on a relatively large scale. With dealers changing 
so frequently, this is going on at practically aU times. * * 

In discussing the practices of the manufacturer in oversupplying-
the dealer in previous years, this dealer stated: 

From 1925 to 1930 arbitrary shipments, resulting in oversupply. No general 
complaint on this score in recent years. In any case, this is but a symptom—the-
disease is price class. Most dealers overbuy on account of implied consequences in 
event of failure to obtain what manufacturer terms satisfactory percentage of total 
registrations. 

• Ca7icelaHon of dealers as a means of enforcing dealer volum,e.—As pre
viously indicated, fear on the part of the dealer that if he does not 
comply with demands of factory field m̂ en that he take new cars in 
volume his dealerslup may be canceled, vrith consequent financial loss, 
is the force by which manufacturers' pressure for volume is made-
efi'ective. All manufacturers utilize this fear to a greater or less 
extent and, upon occasion, do not hesitate to cancel dealers ŵ ho do not-
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attain desired volume of sales. In many cases cancelations are de
layed for considerable periods of time during w ĥich eft'orts are made to 
have the dealer revise his operations and increase his volume to the 
desired point. Throughout this period fear of ultimate cancelation 
always is present with the dealer. Dealers characterize these eft'orts 
as pressure; manufacturers, as efforts to assist dealers. 

Pressure for volume is reflected in the records of all manufacturing 
comp'anies examined. Its character varies somewhat both as to mm 
extent and method. For instance, in Dallas, Tex., in September 
1934, the Dallas regional manager for Chevrolet Division, General j | [ 
Motors Corporation decided to cancel the w êakest of four Chevrolet 
dealers in Dallas because this dealer had lost volume on new- cars, 
trucks, and accessories. The regional manager proposed to replace 
this dealer wdth an aggressive and well-financed dealer. IncidentaUy 
tliis dealer was prompth" reinstated upon appeal to the Detroit office 
foUow êd by an investigation in Dallas by WiUiam E. Holler. 

Another case indicating the closeness with which dealer operations 
are watched with an eye to volume occurred in Bridgeport, Conn., 
where a dealer was conservative in making allow'ances on trade-ins. 
Respecting this dealer the Chevrolet regional sales manager reported to 
Detroit under date of Januarj^ 27, 1936, as follows: 

The only thing that we can see existing that might be detrimental to the price 
and weight class in Bridgeport is a very slight inclin.atioii on the part of the dealer 
to be a fittle on the conservative side on trading. Mr, Payne, Mr. Richard, and 
also Mr. Cassell, the truck manager, are checking into this situation and I believe 
we need .have no concern as to the performance iu the city of Bridgeport. 

In the cancelation files of Ford Motor Co., pressure for dealer 
volume is indicated by statements in what are known as cancelation 
questionnaires. These questionnaires are filled out hy the branch 
managers and forw-arded to the home office wdth requests for approval 
of proposed cancelations. Reasons for recommending cancelation are 
given in ansŵ er to the question "Why is representation unsatisfac
tory?" or in "Reasons for recommending termination." Responses 
frequently indicated that the principal reason for cancelation was that 
the dealer was not "volume-minded." For example, the question
naire covering Overstreet Motor Co., Inc., Abilene, Tex., dated July 
23, 1936, stated: 

For several months we have endeavored to get this dealer into a volume opera
tion in order to secure our share of the business available in this community. 
During the course of our contacts with the dealer, dealer insisted that he had 
insufficient funds to obtain the volume necessary to protect our business. Con
sequently, we arranged a loan through the U. D. C, however, despite this assist
ance, no lasting improvement was shown. This dealer has been ultraconservative 
in his entire operations, particularly- with respect to insisting on making a net 
profit on his used-car operation. For example, a recent check-up indicates that 
for the first 6 months of this year they show a gross profit of $5,431.25 on used 
cars or an averase of !fi46.42 per new unit sold and his average net profit per new 
unit delivered is $80.88. * * * 

The questionnaire shows this dealer sold 255 new miits in 1935 and 
133 to July 23 in 1936. One of the branch representatives, J. F. 
Giles, Jr., business a-natyst, reporting on this dealer on May 7, 1936, 
stated that: ' 

This dealer could afford t-o take a $50 loss on 6 to 10 additional new cars each 
month and make more than his average net jDrofit of S65 per car, that they have 
made so far this year. 
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The report also stated: 
Mr, Overstreet advised that on practically all of Messrs. Ostrander's and. 

O'Neil's visits they called to his attention and discussed his low new-car volume, 
but he heard and well understood the dealer's meeting in October last, that this^ 
was a year of profits. After -ŝ 'hich he returned to his business determined to make 
money regardless of volume, and in October, November, and December 1935 
made more money than the first 9 months of the year and that he wfil make more 
money the first 4 months of 1936 than all last year, as -w-eU as set a minimum of 
5 percent or better on total sales. 

In checking into the 12 percent gross profit made on used cars, Mr. Overstreet 
admitted that that was made possible by their allowance being $25 to $50 less on. 
used units than that allowed by other new-car dealers in town. 

Another example of cancelation of a dealership because i t was 
"ultraconservative" and would not concentrate on "volume" is 
found in the case of Rose-Wilson Co., Dallas, Tex. This firm, appar
ently having ample financial resources, was appointed as a Ford 
dealer May 1, 1920. As early as 1934 the Dallas branch manager, 
C. B. Ostrander, was expressing dissatisfaction wdth tins dealerslup's 
volume. On March 13, 1934, he w'rote the Ford general sales depart
ment complaining of the conservative retailing poUcy of the company 
and stated: 

With this dealer's financial stability, facilities, experience, location, etc., they 
are logically our volume dealer, although it is very doubtful as to whether or not 
we will be able to change them from the "cherry picking" type of dealer, as the 
old axiom that you cannot teach "an old dog new tricks" seems to apply in this 
case. 

In September 1936 a cancelation questionnaire covering th.e Rose-
Wilson Co. was prepared. This contained the following statements: 

This dealer has been ultr.aconscrvative in their sales operations for a consider
able length of time and have frankly and repeatedly told us that they do not 
intend to be a volume dealer. Despite the fact that they are financially well to 
do, have by far the best location of any Ford dealer in Dallas, their sales per
formance has been outstandingly low in compari-son with other Dallas metro
politan dealers of considerably less cajiacity (refer to cliart attached). This 
dealer has been consistently arbitrary in their attitude toward all company 
representatives and determinately hard to deal with. They persistently dis
courage other dealers from entering into a volume operation and have been 
effective to some degree in holding back the progress we have been entitled to 
in Dallas from a volume standpoint. Being favored with a good service volume 
because of choice location, selected deals, and the fact that they carry their own 
paper covering time deals, has enabled this dealer to consistently make money 
with little thought of protecting our volume from a sales standpoint. The 
arbitrary stand taken by this dealer has had a wide adverse eft'ect in our work 
with other dealers; and as we have exhausted every eft'ort to bring them in line, 
without results, we hereby recommend termination of sales agreement with 
this dealer to be eft'ected as expeditiously as possible for the best interests of 
the company. 

The sales record of the Rose-Wilson Co. and the other Dallas 
Ford dealers for the yea.rs 1933, 1934, 1935, and the first 9 months 
of 1936 was as showm below: 
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1933 
(units 
sold) 

1934 
(units 
sold) 

1935 
(units 
sold) 

9 months 
of 1936 
(units 
sold) 

Rosc-Wilson, _ _ . 233 
277 
283 

475 
601 
74 

343 
560 

493 
851 

304 
498 Ed Maher, Inc . 

233 
277 
283 

475 
601 
74 

343 
560 

493 
851 

304 
498 

Duggan Bishop 1 _ _ 

233 
277 
283 

475 
601 
74 

343 
560 

493 
851 

304 
498 

Montgon.ery-Duggaa, Inc.^ _ . _ 

233 
277 
283 

475 
601 
74 

343 
560 

519 
348 

463 
J. H . Sheltous 326 

248 

475 
601 
74 

343 
560 

519 
348 

463 

Lambcrth Motor Co.*. __ _ . 
326 
248 

475 
601 
74 

343 
560 

519 
348 

Ben Grifliu Aulo Co.' 

326 
248 

592 
469 

1,045 
244 

897 
Joncs-Estes Co." „̂ ._ _. 

592 
469 

1,045 
244 

897 

Jerr"v" Frev Motor Co.^-- ___ 

592 
469 

1,045 
244 

258 
241 Boling, Inc.8 _. 
258 
241 
258 
241 

> Figures available through Mar. 12, 1934. 
2 Appointed Apr. 19, 1934. 
' Terminated July 11, 1935. 
< Through November 1933. 
' Appointed Feb. 8, 19,14. 
« Terminated June 17, 1935. 
' Date of appointment not stated. 
'Appointed May 32, [936. 

I t should be noted that only two of the five dealers in operation 
in 1933 continued through the 3-year and 9-month period and one 
of these two. Rose-Wilson, was canceled in 1937. During the period 
covered, four dealers terminated operations and five new ones were 
appointed. The Montgomei-j^-Duggan dealership was apparent^ 
the result of a reorganization of Dug-gan Bishop. This sho-wing 
illustrates the high rate of turn-over of deeJers which exists in the 
motor-vehicle inciustl-J^ 

In October 1936 J. P. Hoek, of the general sales department of 
Ford Motor Co., visited Dallas and his report on the Rose-Wilson 
Co. dated October 19, 1936, contained the following: 

We .idvised Mr. Ostrander th.at we felt that even though tliis dealer were a 
difficult dealer to handle, it was to our advantage to have liim stay in the Ford 
business based on his past performance of over 400 new units per year; also 
witli in the past year and a half a new dealer has been appointed in this same 
trade area and has had little or no effect on the number of units that Rose-
Wilson will deliver this year. 

iMr. O.strander agreed to carry on with this dealer at least for 60 daj's during 
1937 to determine if his attitude could be changed and if some improvement 
could not be made in his new-car activity. 

Complete sales figures for Rose-WUson Co. for 1936, as showm 
in a cancelation questionnaire dated October 28, 1937, indicate that 
the company actually sold 441 units. The company's sales to that-
date in 1937 were 339 Ford units and 11 Lincoln-Zephyrs. The 
dealer was canceled in November 1937. 

In 1938 there w-ere 6 dealers in Dallas and their quotas for the 
year totaled 4,320 units, 3 dealers being assigned quotas of 600 
units, one 720, one 840, and one 960. 

Daily reports of Chrysler field men likewdse mdicate efl:'orts to have 
dealers increase new-car sales in various ways. As a basis for com
mitting dealers to greater eft'ort tlnough quotas the foUowdng from a 
daily report dated January 5, 1937, is typical: 

Had Mr. Beckenbaugh sign the allotment sheets for 1937. I endeavored to 
have Mr. Beclvenbaugh raise his sights for 1937 and .succeeded to a certain extent. 
Tliis organization must secure a larger volume of business in the coming year. 
The parts lay-out was also discussed. Larger volume must also be secured in 
this department. * * * 
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In the case of another dealer the same Chrj'̂ sler field inan stated 
under date of February 1, 1937, as foUow/s: 

Discussed the order situation with Mr. Hale. He is very anxious to get some 
additional cars in order to increase his volume for 1937. I t has taken some time 
to get Mr. Hale volume-minded and it would be helpful to have him get more 
cars while he has his present feeling. More orders will be placed tomorrow for 
both Dodge and Plymouth. Several clianges are being made in the sales organiza
tion tliat will improve sales results. 

In another case the C-hrvsler field man reported under date of 
February 15, 1938: 

I discussed with Mr. DeMooy tlie very poor showing he is making against com
petition in Lakewood. At my suggestion he is getting a map and going to tack 
registrations in Lakewood to see just where the sales are made and why he is not 
reaching tlie market. There are several other things that we are going to do in 
connection with this that I believe will be very helpful in improving our present 
percentage figures. 

Of still another dealer a Chi-ysler field man stated: 
Discussed registrations with Mr. Atyeo and pointed out that he was not getting 

his share of available business and that we want him to get into the new-car 
business at once. 

Incidentally an attempt was being made at this time to replace this 
particiUar dealer because he was buyhig and selling used cars rather 
than new cars. 

In addition to thus working dhectly with dealers, pressure is put on 
distributors which is also passed on to dea,lers. For instance, a 
Chrysler field man. reported interviews wdth a Chrysler-Plymouth 
distributor on February 2 and 5, and February 12 and 13, 1937. In 
the first of these reports the field man stated: 

Tliey [the distributor] have too many dealers in the territory who are weak 
operators and the wholesale manager is not aggi-essive enough to change the pic
ture. * * * I insisted that such larger points as Ashtabula, Conneaut, 
Norwalk, Elyria, and Lorain had to bring their performance up to tlie proper 
standard as they were logical direct dealer points from a distribution standpoint. 
Tlie whole trouble lies with the wholesale manager who hasn't enough life to 
handle one dealer—let alone 30 of them. He is .iust afraid to talk "turkey" to 
these feUows who are holding down the entire district. 

Following another call on the same distributor, this field man 
reported a week later, as follows: 

I told wholesale manager I did not want liim to consider it a tlireat—but all 
the towns keeping our performance down are good direct dealer points and that 
we had to secure a better performance from them. 

The statements in both of these reports to the efl'ect that cities 
and towns in wdiich performance of the distributor's subdealers were 
not selling a satisfactory number of cars were all good dh-ect dealer 
points constitutes a sca,rcely veUed threat that if the distributor did 
not bring about the sale of cars in larger volume through his associate 
dealers, the factory would, replace these dealers with dhect dealers, 
with consequent curtaUment of the distributor's territory and volume 
of business. The only course open to the distributor woiUd be to pass 
the factory pressure on to his subdealers, even to the extent of can
celing and replacing wdth new dealers those who could not be induced 
to take and sell more new cars. 

In his general discussion of sales problems, Alfred P. Sloan, Jr., 
then president of General Motors Corporation, recognized the unsatis
factory position in which many dealers were placed because of the 
uncertainty of the length of time they might be permitted to represent 
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the corporation. I n this connection, the following quotation from 
Mr . Sloan's statement of July 29, 1925, is of interest: 

Getting down to details, one of the first things that comes to my mind is the 
question of establishing a closer and more sympathetic relationship between us 
and our dealers. In connection with my field work and otherwise, dealer after 
dealer, representing practically all of our lines, has told me, directl.y and indirectly, 
that their relations witli the corporation were so uncertain that they did not feel 
•R'arranted in going .ahead and doing the things they should do in expanding their 
businesses. For example, a number of dealers in the territory we last visited 
showed me plans of buildings that they wanted to liave erected and upon wliicli 
tliey would have to take leases of 5 years or more in order to get them erected. 
They were hesitating because thej' were in doubt as to whether they should be 
protected on their franchises for tliat length of time. This feeling of doubt is 
evidently aggravated by tlie fact that these dealers are rather far removed from 
the home office contact; in otlier words, if a Chevrolet dealer, for example, luiew 
Mr. Grant personally and had some definite idea as to the constructive policies 
of the Chevrolet organization, he would feel more secure, despite the 60-day 
cancelation clause; but these small dealers liave little or no contact witii tlie factory 
and their future is more or less in the hands of some district traveler who may or 
may not be properly interpreting tlie policies of the home office. 

While this statement was made in 1925, the contract provisions of 
the General Motors Corporation still contain the cancelation clauses 
which caused the dealers' feelings of uncertaintj"- cited above. These 
contract provisions are discussed in chapter I I I . 

Failure of -volume dealers,—In examining the cancelation files of 
Ford Motor Co., i t ŵ as noted that many dealers w'ere resigning due to 
financial inability to continue in spite of having sold large numbers of 
cars. For example, ca,ncelation questionnaire dated February 21, 
1938, covering Peter J. Platte Motor Sales, Inc., Detroit, Mich., shows 
that during 1937 that dealer sold 985 passenger cars, 48 commercial 
cars, 37 trucks, and 43 Lincoln-Zephyrs. Notation on the question
naire stated "Representation satisfactory" and reason for dealer 
i-esigning "Dealer resigned inasmuch as he was financially unable to 
contmue." This concern was a-ppointed a Ford dealer on .September 
27, 1917. Other dealers resigning for the same stated reason showed 
sales the year previous to resignation ranging up to more than 500 
units. Most of the foregoing instances occurred in territory in wdiich 
Ford sales were higher than those of the nearest competitor. These 
dealers were aU apparently satisfa.ctory from the manufacturer's 
standpoint, w êre selling in volume, but for some reason, were not 
succeeding financially. Many similar instances were developed 
respecting dealers handling the lines of other m.".-nufacturei-s. . 

Oversupplying as indicated by dealer statements,—Both in statements 
to the Commdssion's examiners and m response to questions hi the 
Commission's report form, many dealers described pressure brought to 
beaj- upon them to take more cars than they felt that they could 
profitably handle. Others stated that they had experienced no midue 
pressure. I n general also, i t is to be noted that most dealers, both in 
statements to the Commission's examiners and in response to ques
tions in the Commission's report form, indicated that conditions as 
to pressure to talce cars had been less in 1938 than in previous years. 

Some dealers stated that they refused to take cars under pressure 
and had retained their dealerships under the same manufacturer. 
Others stated they had been canceled on accoimt of their refusal. 
StUl others, seeking to escape pressure, had shifted from one manufac
turer's line to another only to find that pressure was exerted by each 
manufacturer, and that, in some cases, refusal to take cars w-as 
followed by cancelation. Tj^pical of this tj-pe answer was that of a 
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dealer who related his experiences in trying to find a line that he 
could handle wdthout having to combat coercive methods and stated 
that he was finallj'' canceled because of refusal to take cars under 
pressure, as follows: 

In business 21 years as retailer of automobiles; 1916 to 1921, Overland cars, 
•changed to Ford to better myself; 1921 to 1925 Ford cars and made good but the 
factory coersion too great so sold out; 1926 sold Chrysler but relationsliip with 
distriliutor very unsatisfactory; 1927 to 1932 sold Pontiac cars but factory pres
sure again too great so quit selling cars for about 2 years, running a general 
•garage; sold a fevr Dodge cars but not many; 1935 Pontiac assured me there 
•n'ould be no more factory pressure so again signed the franchise for Pontiac cars. 
In 1935 and 1936 my sales were far above average but in 1937 I failed to sell tlie 
cars expected of me and would not let them pressure me into doing business 
I was sure not good for me, so was canceled out in October 1937. I was able to 
sell my business at a fair price. I would hke to be into the automobile business 
but present factory policies forbid. 

Among dealers who answered the Commission's report form, the 
largest proportion of any manufacturer's dealers complaining of over
stocking by the manufacturer prior to 1938 was shown by Ford dealers 
of whom 52 percent made this complaint. On the other hand, the 
greatest improvement in tins condition from the dealer standpoint, 
was indicated by Ford dealers, less than 1 percent of whom reported 
being overstocked hi 1938 whUe 2 percent of Chrysler dealers and 
nearly 6 percent of General Motors dealers so reported. The propor
tion of Chrysler dealers reporting being overstocked in former years 
was 23 percent and of General Motors dealers 28 percent. The largest 
proportion before 1938 in the General Motors group was reported by 
Pontiac dealers, of whom 35 percent complained of being forced to 
take overstocks. 

I t is impossible to present in detail all of the statements made by 
dealers. Therefore, representative statements of dealers handling 
various lines have been selected and are presented and briefly dis
cussed below. The complaints cover pressure throughout the year to 
attain quotas or maintain percentage of price class, the forcing of 
unwanted or slow moving models and trucks, and the forcing of aU 
types of motor vehicles in year-end clean-ups. IncidentaUy it is to be 
noted that the industry practice of bringing out annual models accen
tuates the dealer's difliculties by maldng it hard for him to dispose of 
the current year's models that he may have on hand just before or 
at the time a new model is annoimced. 

Chrysler Corporation.—Most dealers in Chrysler products who com
plained of overstocking and factory pressure stated that in the year 
1938 there was a-n improvement over previous years. An example 
of such statements is the foUowing reply of a Dodge-Plymouth dealer 
who stated that whUe pressure has been greatly lessened in 1938, in 
all previous years it was resorted to a-nd included threats of cancela
tion. 

We have not been oversupplied with 1938 cars, parts, or .acce.ssories. Pressure 
in this regard has definitely eased off since Congressman Withrow asked for an 
investigation. There has never been a year since 1925 that tlie factory didn't 
try to make us take cars and trucks that we did not want. In 1937 sales were 
forced causing a used car jam toward the end of the year that wasn't cleared up 
until early summer this year, that in turn caused a heavy decline in new car sales 
for 1938. Car manufacturers took advantage of this situation (which they 
caused by overproducing in 1937) to ease off tlie pressure and not build any more 
cars than tliey had to, neither did they at any time tliis year ask us to buy cars, 
fact is they took an indifferent attitude and delayed shipment longer than we 
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-ever experienced before, tlis.t too slowed up sales. It's obvious if ever the question 
arises as tc whetlier or not dealers need to be coerced or pressure applied in order 
to sell cars, 1938 will be pointed out as the year no pressure was used. 

Coercion or pressure is not being used now in inducing us to tal^e cars or trucks 
as the demand at present is greater than tbe supply. However, in the past there 
were frequent occasions when we were tliz-eatened with cancelation of contract 
if we did not do as demanded, the last cancelation threat was in January of this 
year when a Mr. , a truck representative insisted we surrender our 
-contract because we did not see fit to give him a truck order, he sŵ ore and used 
abusive language in our place of business until the writer becoming very upset 
had to leave, tliis developed into a severe attack of stomach ailment which 1 had 
•become subject to through worry caused bj^ arguments and demands made upon 
us every time a factory representative called. I t would make a book writing 
about all those occasions and I 'd rather not dwell on them. 

A Chrysler-Plymouth dealer discussed the prevalence of forcing 
unwanted cars in past years and modification of the practice in more 
recent years, as follows: 

Manufacturers in past have insisted that dealers order cars and models of cars 
that it was imjiossible for them to sell profitably. This was in years past and at 
<;lose of 1929 models it was at its worst. Stocks of cars at factory and cars pro
duced to clean up factory commitments were forced on dealers. At about that 
time, shipments of parts were sent to dealers and dealers compelled to pay for 
them. Some of these parts are still in dealers' stocks and now obsolete. 

Policy of factory in exerting pressure on dealers has been greatly lessened in 
last few years. Dealer has liad tlie opportunity to use his own judgment as to 
quantitj' of cars, models of cars, parts, and accessories tliat lie tliinks can profitably 
be sold in his business. 

Most of the complaints of overstocldng of cars i-eceived from 
Chrysler-Plymouth dealers in response to the Commission's report 
foi-m concerned the forcing of more expensive cars, pa-rticiUarly during 
the clean-up period. An example of this type of reply concerning a 
threat of cancelation in July 1938 is quoted below: 

In July 1938, we were told that we had to buy four Chrysler Imperials, that 
we had not taken our full allotment of this type. This type was unusually 
hard to sell but the factory tlireatened that they "would not play ball with us 
when the new cars came out." Tliere was no other alternative but to take these 
cars, which we sold at a loss. 

July 1937, same situation occurred but business conditions being diilerent we 
did not have mucli difficulty in disposing of the cars. 

We were told to look elsewhere for a new contract in July 1938, if we did not 
accept that allotment of cars. 

A dealer ŵ ho had previously handled other makes but recently 
became a Chrysler-Plymouth dealer stated: 

With the Chrysler-Plymouth line this pressure was used this summer to dispose 
•of Chrysler Imperial and Royals. The factory men stated we w-ould have to 
help them dispose of these cars or they would be compelled to look for another 
Chrysler dealer for this town, but -we told them definitely that if we could sell 
the cars we would then take tliem off their liands and not before. This, of course, 
created a little hard feelings but we managed to get along with the factory branch. 

The following correspondence addressed to a Chrysler distributor 
durmg the year 1934 illustrates the tj'-pe of pressure brought to bear 
on distributors and, through distributors, upon their dealers by the 
Chrysler home office. Although this correspondence was addressed 
to a particular distributor, and deals siiecifica.Uĵ  wdth the perfoi-mance 
of tins distributor and his dealers, the phraseology of several para
graphs in the various letters quoted indicates the correspondence 
with this distributor was part of a nation-wdde plan to increase the 
sales of Clu-ysler products. An instance of such pliraseology indicat
ing the territorial breadth of the plan is to be noted in the first para-
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graph quoted below. The first of these letters by E. B.' Wilson to 
this distributor stated under date of June 16, 1934, in part as follows: 

The writer lias been personally reviewing your stock analysis sheets as forwarded 
every 2 weeks and has been watching the progress in building up our dealers' 
stocks throughout the country. 

You, of course, appreciate that the sale of Plymouth and Clirysler cars can be 
materially increased through an increased distribution; that is to say, tlie gj'eater 
number of dealers liaving Chrj'sler cars and Plymoutli cars on display and actively 
working, the greater our sales are going to be. * * * 

I t is tlie -RTiter's intention to review your reports each week and write j'OU 
frequently pointing out those dealers -n'ho are not carrying any stocks of either 
Clirysler or Plymouth cars, also pointing out tliose dealers wiio are carrying some 
stock but less than our minimum requirements, and also pointing out those dealers 
who may have been carrying our minimum stock requirements or more but have 
since decreased their stocks * * *_ 

When we speak of minimum stock requirements, i t is not our intention to 
convey the thought that this stoclv represents a satisfactory sales stock of auto
mobiles. I t represents what we consider the minimum stock tliat any dealer 
can operate witli and tlie sale? stock, or the increased number of cars tlie dealer 
sliould be carrying, should bc based on his rate of sales over the last 4 weeks and 
i t is our opinion every dealer should carry in excess of liis minimum requirements 
a 4 weeks' supply of both Plymouth and Clu-ysler Six automobiles on liand. 

A postscript to this letter suggested the use of Chi-ysler's aflihated 
finance coinpany as foUows: 

Don't forget Commercial Credit can be of assistance where dealers, through 
lack of finances, are unable to stock cars. 

Another letter wTitten by the same Chrysler director of sales to 
the same distributors under date of Julj '̂ 6, 1934, recites the following 
concrete things to be done hy the distributor and places the burden 
of doing them upon him as follows: 

Tliere is certainly no good reason wliy should not be stocking 
some automobiles and v,'e ask you to look into tliis at once. 
needs an Eight and an Imperial. needs another Eight and 
.an Imperial. and both are in need of an 
Imperial. can use an Eight. can use an 
Eight and an Imperial. should be stocked with Chrysler 
automobiles as quickly as possible. needs an Eiglit and an 
Imperial. needs an Imperial. 

As our distributor, i t is your responsibility to see that those dealers wlio are not 
stocked with sufficient automobiles are brought into line. Go after those dealers 
mentioned above—sell them the idea that ample stocks, plus eflicient selling, pro
duce satisfactory sales results and a profit. 

Tills is your job, and we are looking to you to see that it is done. 

Again on Julj^ 27, 1934, WUson addressed the same distributor in 
part as foflow^s: 

This letter is the fourth I have written you regarding the dealers in your territory 
who are not carrying proper .stocks of Chrysler cars, a matter which we consider 
one of the major functions in the development of Chrysler business—a program 
for whicli you are entirely responsible—one tiiat is sound in the fundamentals of 
the promotion of Chrysler-Plymouth sales. 

I t has been previously mentioned the volume of Chrysler business obtained in 
our price field, which is very broad, will be in proportion to the distribution of our 
products with our dealers. Your report covering the week of July 14, indicates 
you still have: 
Dealers without Plymouth cars 
Dealers without Chrysler Sixes 
Dealers without Chrysler Airflow Eights 
Dealers without Chrysler Airflow Imperials. 

9 
13 
20 
25 
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As compared with your report of 4 weeks ago, I find the fohowingl 
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Dealers witiiout PlytL-oi;lh cars 
Dealers without Cl:ryslei Si.̂ ies -
Dealers without Cl rjslcr Aiiflow Eights 
Dealers without Chrysler Airflow IrLperials. 

Increase Decrease 

I t is apparent you have not made any appreciable progress in the last 4 weeks 
to build up dealer stocks on Chrysler cars * * *. 

The number of cars in the liands of your dealers must be increased. Greater 
promotional effort in developing your dealers must be expended. New and 
better dealers where needed should be secured. 

I am counting on you to take the necessary steps to promote this program, 
whicli, if properly applied by your organization, will increase our business. 

Again on August 10, 1934, E. B. Wilson addressed a letter to this 
distributor reviewmg the efforts made by the Detroit office to mcrease 
Chrysler and Plymouth sa-les through district managers, sales-promo
tion representatives, district representatives, and letters, and ascribed 
to these eft'orts and to the response of distributors thereto the fact that 
Chr3 ŝler retail deliveries m July were about the same as in June and 
also that a new all-time record of Plymouth deliveries was made during 
the week of July 14, 1934. In discussmg these a-ccomplishments, and 
the intention of the Chrysler sales organization to continue the plan, 
E. B. Wilson stated: 

* * * Both of these accomplishments in a month when deliveries normally 
fall off surely displays the power of force in our distributors' organizations. Fur
ther, I am of the opinion this force is becoming greater and the momentum will 
bring your business to greater levels if you w-iJl continue to apply the pressure. 

I am going to continue to watch your retail deliveries—also your dealers'. I 
am also going to watch dealers' stocks in your territory and, though the periodic 
letters I have written will not be as frequent, one will be laid on your desk wlienever 
I believe you are letting up. 

From the above correspondence it is to he noted that the biweekly 
reports of the distributors, and the weekly reports of dealers covering 
sales and stocks, were used by sales executives in Detroit as a basis for 
exertmg pressure upon the distributor and, through the distributor, 
upon his dealers to take and pav for new cars that the dealers in par
ticular may not have wanted. The largest number of dealers who ŵ ere 
regarded by Detroit officials as being understocked, as indicated by 
E. B. WUson's letter of July 27, 1934, were not stockmg and selling 
enough of the higher-priced lines, namely, Chrysler Sixes and Airflow 
Imperials. There is no indication m the correspondence that Detroit 
gave consideration to the salabUity of such cars in the trade territory 
of particular dealers. The mere fact that dealer stock reports indi
cated that these cars were not stocked was sufficient groimds for 
pressure on the distributor to see that the dealer stocked them. In 
addition, as stated in the correspondence, pressure to increase seUing 
effort was exerted through district managers, sales-promotion repre
sentatives, and district representatives. ' * ' 

By these means the distributor was coerced to in turn coerce his 
dealers to take, pay for, and assume aU financial responsibUity for the 
distribution of more cars. The fact that dealers did not ^villingly 
carry the Ineher-priced-models in stock would seem to indicate that 
there probably was little market for them in their respective trading 
areas. Yet the manufacturer forced the dealers to take and pay cash 

1 
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for them. Thereafter all responsibUity for their sale to the public 
rested upon the dealer. The manufactmer made no concession in 
price to help the dealer in a-ny w ây. 

Several Chrysler-Plymoutli dealers stated to agents of the Com
mission that they had been forced to accept one or more Chrysler 
Imperials which they did not want. One of these dealers stated that 
he was forced to accept not readity salable cars wliich he later had to 
dispose of at a loss. A specific instance cited occurred in the spring 
of 1937 when a Chrysler factory representative told him it would be 
necessary for him to accept a Chrysler Imperial or sufter the loss of 
his franclnse. Not wUling to jeopardize his investment he acceded 
to the factorjr demand and placed an order for the car. He was unable 
to dispose of this car until February 1938, and then at a loss of several 
hundred dollars. 

An attempt to foice a De Soto-Pl3rtnouth distributor to take 
imw^anted models in order to obtain cars for winch there was an 
urgent demand was made hy a De Soto regional manger in 1937. 
This is indicated by a communication found in the files of the dis
tributor. In this jiarticular instance, when the distributor received 
the communication from the branch manager he had already been 
notified by the factory that shipment of the wanted cars had been 
made. The distributor stated that he ignored the demand because he 
knew that it was merely an attempt on the pa-rt of the branch to high 
pressure him into accepting cais to establish sales volume for the 
branch. This method, according to the distributor, was being used, 
to considerable extent by the factory in disposing of Plymouth cars 
thi-ough their distributors and dealers. The comm.unication referred 
to above is in the Commission's files. 

That he had been mduced to place orders for commercial cars in 
order to obtain adequate supplies of passenger cars was indicated by 
a De Soto-Plymouth dealer wdio stated: 

Pressure has been used to make us accept and place orders for commercial cars. 
Unless we order these cars our allotment of passenger cars is limited. Since we 
have not refused to order these oars we are not in a position to say whether this 
threat would be carried out. 

Replies to the Commission's report form received from Chrj'-sler 
Corporation dealers indicated that in years prior to 1938 the dealers 
were forced to accept excessive numbers of cars in the clean-up-
period. Following are examples of such replies. 

One Chrysler-Plymouth dealer stated: 
In the past, many cars were forced on us at clean-up time, but this has been 

discontinued. Now they come around and say we liave been "allotted" so many 
cars at the finisli. I f "we don't take them they can't do anything but say we are 
not doing our part, and insinuate we are not in good standing. One June,, 
perliaps 10 years ago, the factory persuaded us to take 16 Chryslers we did not 
need, and then announced new models 2 weeks later. We lost a lot of money on 
this transaction. 

They used to do this regularly, but of late they have let up on us. 

Another Chrysler-Plymouth dealer indicated that in years prior-
to 1938 pressure to accept imw-anted cars had been applied particularly 
at clean-up time, but that this pressure had not reached the propor
tions of actual forcing of cars. The dealer's statement foliow^s: 

From time to time in past years the factory has applied various degrees of sales-
pressure to us to take unnecessary and unv,ranted new cars to assist the factory in-
liquidating materials on hand, this usually occurred toward the end of a model 
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year. We have assisted, so far as we have been able, but we have never been 
actually forced to take cars. 

A Dodge-Plj'inouth dealer reported being forced to take Dodge 
trucks during the clean-up period m 1937 as follows: 

In 1937 we were called upon by the factory representative who stated that we 
had to take so many of the Dodge truck units which were made up at the factory. 
These trucks had to be disposed of on account of the new models coming on and 
each direct dealer had to take so manj'. 

A Dodge-Plymouth dealer, who had been canceled hy the factory, 
reported that the manufacturer overstocked hhn in 1938 "hy saying 
they would take aw-ay the agency." Regarding how coercion or 
pressure was applied this dealer stated:— 
by saying they would take the agency from us. In August they did take the agency 
from us because we refused to move to * * or to sign an agreement to 
sell 400 cars a year. 

Complaints of being forced to take excessive numbers of cars at 
the clean-up period, as w-ell as during the year, were made to agents 
of the Comm.ission by dealers handling each of the various Chrysler-
m.ade automobiles. FoUowdng are examples of such complaints, 

A dealer who handled De Soto and Plymouth cars prior to 1933 
stated that relations wdth the company's regional offices were always 
more or less strained; as he put it, "not a series of fights but one 
contmuous brawl." The regional office was constantly forcing more 
cars than could be sold, according to the dealer, and when he refused 
to take any more cars the regional manager became incensed. Early 
hi 1933 the regional m.anager canceled this dealer's contract. 

Another De Soto-Plymouth dealer stated that tow'ard the end of 
the 1937 season he ordered 50 cars and the factory attempted to force 
him to take 150. A com.promise was reached whereby he accepted 
100, and som.e of these were stUl on hand in August 1938. 

I t was stated by a Chrysler-Plj'^mouth dealer that in the clean-up 
prior to the introduction of the 1938 models he was compeUed to 
accept over 50 Chrysler Im.pei-ials, several of which were custom-
built cars. The dealership lost some $25,000 in disposing of these 
cars. The allotm.ent was a compromise, as it had first been attempted 
to make the dealer accept many more than 50. The dealer stated 
that there ŵ as an oral thi-eat of cancelation if he did not accept 
these cars. 

An instance of successful resistance to the factory demands that 
cars be accepted in the clean-up period was reported by a Chi-ysler-
Plym.outh distributor, who stated that in the latter part of 1935 he 
had on hand a large number of Chrysler 8's wdiich he had been unable 
to sell. The factory told him that he would have to take 12 more 
of these cars "or else." The distributor stated that he asked the 
factory representati re the meaning of the "or else" and was told 
that it meant the factory would have to look for other connections. 
The distributor told the representative to go ahead and find someone 
to buy him out. After some negotiations the matter was dropped. 

Tŵ o examples of statements regarding overstocking reported by 
De Soto-Pljanouth dealers are quoted below. The first of these 
points out that the factory representative obtains orders by the 
method of fading to supply cars, when the supply is scarce, to dealers 
who have not placed orders at other times according to the representa
tive's requests. 
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The manufacturer takes orders for new cars and ships cars to j^ou when they 
can, sometimes 3 or 4 months from time that they are due, and will not accept 
cancelations. 

Every year is the same. 
When the factorj' representative calls on the dealer to order cars he does not 

force the dealer to buy, taut if you don't buy (against his will) or order cars or 
whatever he wants, he will remember you when cars are scarce, and he will see 
that you get no cars. I had the experience. 

The second De Soto-Plymouth dealer stated: 
Up to this 3'ear, 1937, factory representative would call and force dealer to 

help clean up old stock with no extra compensation. 
Up to 1938 factory representative would call and tell us what we had to take. 

I would ask him what we were going to do with them. He would laugh and 
say, "Run 'em in the lake." Then we would have to go out and trade wild and 
loo.?e. 

The factory does not care - '̂hat we sell, how we trade, as long as they get their 
check. The dealer that trades the longest, hke our competitor in , is 
the factory pet. 

As stated elsewhere in this report, some dealers are in a better 
position than others to withstand factory pressure. Examples of 
dealers' success in this regard are reported by two Dodge-Plymouth 
dealers as foUow-s: 

The first of these stated: 
Haven't had any of this [oversupply] because we run our own business and 

don't buy more than we want. 
Too much sales effort by factory to purchase onl}'' their own supplies; keeps 

one man busy talking to factory men. 

The second stated: 
Not oversupplied. Field men exerted pressure, with the use of threats, to 

induce the dealer to overstock. 
Since Chrysler acquired control of the Dodge set-up, no stock has been shipped 

us without our order. 
Overstocking was avoided only by flatly refusing to purcha,se more cars than 

could be handled. After refusing to order from the field represeutativ.e, a coercive 
letter was received from the regional manager, which had to be ignored. 

Ford Motor Co.—The foUo%ving instances are selected from among 
the many complaints to agents of the Commission by Ford dealers, 
to the effect that they were forced to accept unw ânted cars, particu
larly in year-end clean-ups. These examples indicate that the practice 
has continued for a number of years, but is more pronounced in some 
years than in others. Attention should be called to the fact that these 
statements were made prior to the 1938 clean-up period. Later 
statements by Ford dealers made during and after the 1938 clean-up 
period indicated that the clean-up problem did not confront them in 
1938. 

One dealer stated that up to the early part of 1935 the factory made 
arbitrary shipments to this compa.ny. During the year 1929 cars were 
shipped to such an extent that the drafts could not be Ufted promptly. 
I t was necessary to rent storage space, pay insurance, and incur other 
expense, amounting to several thousand dollars. When the 1929 
model was discontinued there were on hand 94 of the 1929 models. 
When the 1930 models were on display there were stUl 72 of the old 
models on hand. The loss on the old models was at least $10,000. 

Another Ford dealer stated that during 1929 many cars were shipped 
him without his order, Thi-eats came from the branch manager 
to the effect that if the cars were not accepted his contract would be 
canceled. On account of his financial inabiUty to accept the cars on 
arrival, he had to pay as much as $200 demurrage in a single month. 
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One dealer refused to take 52 cars which the branch manager tried 
to force him to accept at the end of the 1938 season. He was canceled 
on account of his refusal, but succeeded in having this action rescinded 
when he agreed to take as many cars as he could sell. However, con
siderable money was lost on these cars. 

One large Ford dealer stated that toward the end of the 1936 season 
he ŵ as notified to accept 100 cars, but refused. He finally agreed to 
take 80, and lost a great deal of money on them. This dealer stated 
that coercion is not applied to the larger dealers as forcibly as to the 
smaller ones, for the Ford Motor Co. knows that these large dealers 
can easily change to another make of cars. I t was further stated 
that coercion is not applied in writing. I f the dealer refuses to comply 
wdth the policy of the company he wUl find he is having difficulty in 
obtaining desirable models and deliveries thereof "wUl be delayed, 
wlule other dealers are recei-ving their requirements promptly. The 
ofl'ending dealer will be informed by word of mouth that he is being 
accorded this treatment because he w-ould not cooperate. 

A Ford dealer who was canceled shortly after the end of the 1937 
model year was told he must accept 100 cars in the 1937 model clean
up. He refused but finally did take 60 cars,Which he disposed of at 
a considerable loss. At the time it was attempted to force these cars 
on the dealer the branch management knew that cancelation of his 
contract was in prospect. 

Another stated that the practice of allotting cars to dealers, at the 
clean-up period has always existed and that, although the cars must 
be sold at a loss, the factory will not make any discount from the cost 
thereof to the dealer. 

A Ford dealer complained that during clean-ups the dealers are 
urged to sell cars at a discount, at the dealers'' expense. In this 
dealer's opinion this practice is harmful to the dealer not only in 
the loss of his rightful profit but in the loss of prospective sales for the 
new model. Many buyers form the habit of purchasing cars at a 
discount during the clean-up and are lost to the dealers as prospects 
for sales during the year at regular prices. 

The opinion was expressed by one dealer that dealers located near 
assembly plants were less subject to the practice of the manufacturer 
shipping them unwanted cars than were those less conveniently located 
for the reason that the nearby dealers could too easily, and with 
little .expense, retm-n the unwanted cars. This dealer who was lo
cated near an assembly pla-nt believed that for this reason he had 
escaped receiving unwanted cars even durmg periods w-hen the 
practice was most prevalent. 

Dealers making the foregoing statements were from all parts of the 
country. 

A large number of replies of Ford dealers to the Commission's 
report form for dealers dealt wdth bemg forced to accept excessive 
numbers of cars durmg the year-end clean-up periods. From the 
many statements made the following have been chosen as representa
tive of the various types of complaints made. 

According to many dealer statements, 1929 was the worst year 
encountered by Ford dealers general^ in regard to the year-end 
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clean-up problem. Regarding overstocldng by the factorj^, one of 
these dealers stated: 

In previous years this was the rule rather than the exception. Our worst year 
was in the fall of 1929 and early part of 1930. Theu Ford forced us under threats 
of cancelation to stock 22 iiew^ cars in November and December 1929. Then he 
changed the model; then reduced the price; next cut the discount from 22 to 18 
percent; and then, to cap the climax, installed another dealer just 2}^ miles north 
in the city of , a part of our territory. 

Coercion lias been the practice in the past rather than the exception. I t has 
not been practiced the past 2 or 3 years very much. * =i: * j fomaerly worked 
for the Ford Motor Co. * * * and have been a roadman. I have been 
both a "coercer" and a "ooercee." Cars, tools, and parts have all been forced 
upon me bj ' 1;hreats. 

Stating that he had not been overstocked nor suffered from factory 
pressure since 1935, a Ford, Mercury, and Lincoln Zephyr dealer 
complained of clean-up conditions in former years, as follows: 

Dealers were forced to take too many cars in the old model clean-up in 1929, 
1930, 1931, 1932, apd 1935. This pressure has not been so much in evidence the 
last 3 years, except that * *- * it is hard for a dealer to know how to order 
ahead when he doesn't know dcfinitel.y when he will have the new models to sell. 
The dealer should know, 60 to 90 days ahead, definitely, when this will be, with 
reasonable variation for production delays at the factory. 

A Ford and Lincoln Zephyr dealer complained that in previous 
years factorj'- forcing of cars was freque^tly' accomplished through 
threats of cancelation. This dealer stated: 

During the years 1931, 1932, 1933, and 1934 they would require the dealer to 
carry an oversupply of cars. During the clean-up season, the latter part of the 
year, they would force dealers to take more cars than they could sell at a profit, 
in order to clear their branches of all models, frankly stating that the dealer was 
not expected to make a full profit on all the cars that were sold. Oftentimes i t 
was said in a way that implied if one did not do as requested they •«\'ould find a 
dealer -who would. In other words, they would threaten to cancel your franchise. 

There has been no coercion or pressure brought to bear on us during 1938. 

Indicating that he w"as not oversupplied wdth cars during 1938, 
although he was asked to take a few extra cars at the close of the 
model year winch he was able to dispose of "at no material disadvant
age," a Ford dealer stated: 

Practically every year prior to 1938, at the close of the model year, I have been 
compelled to take more cars than I could dispose of and had to sell them at prime 
cost—a marked contrast from 1938. 

There has been no "pressure" used during the present year (1938). In prior 
years I have been coerced at times to take more cars than necessary—particularly 
at close of model year. 

Another Ford dealer stated that he was oversupplied with cars 
during the clean-up period in 1937 by shipment to him of cars he had 
been coerced to order. The dealer's statement follows: 

We were overstocked in latter part [September] 1937, I t occurred by the manu
facturer first securing, by coercion, a signed order for more cars than he knew we 
should have on hand at one time, with a half promise to help us move them if they 
became burdensome. This was not done, and we suffered loss thereby. During 
September 1937 we were shipped nearly three times as many cars as in 1938. 

Further explaining this situation, the dealer stated that— 
* * * during September 1937 oars -were shipped by convoy and rail freight 

to us, which we refused to accept. These oars were later delivered to us on prom
ise of two men sent from branch, that in case the new (1938) model over
lapped the 1937 model we -̂ s-ould be given relief by the branch moving out 
the surplus 1937 cars. This was not done, and we suffered loss. 
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I t is to be noted that under the form of agreements with dealers 

signed by Ford Motor Co., and by other manufactm-ers as well, the 
manufacturer is not liable for any promises made by its field men or 
other representatives unless they are reduced to writing and signed by 
the designated home office representative, thereby making them a part 
of the manufacturer-dealer agreement. Consequently, the manufac
turer is imder no legally enforceable contractual obligation to carry out 
any oral promises made by lus field men or officers. (See pp. 132 and 
302.) 

A complaint of a more general natme regarding being forced to take 
unwanted cars was received from a Ford dealer who stated: 

They tell you that they have aUotted so many cars and trucks for you as a dealer 
and that it is up to you as a dealer to help them clean up. If you tell them that 
you don't need any, they then tell you that if you want to stay in the Ford busi
ness you will have to take j'our share of the cars. 

They get you to take old models about the same time each year, about 1 month 
to 2 months before the new model is announced. 

They have always forced us to take cars whether we wanted them or not. 

According to reports received by the Commission, pressure to accept 
unwanted cars was practically eliminated by the Ford Motor Co. in 
1938. 

A Ford, Mercm-y, and Lincoln-Zephyr dealer stated: 
In previous years, the manufacturer has oversupplied us, but in 1938 we have 

not been forced to accept what we did not want. 

Improvement in oversupply methods also is noted b}'' a former Ford 
dealer, ŵ ho questions whether this change is permanent. This dealer, 
wdio indicates that he was canceled because of refusing to yield to pres
sure regarding pm-chase of a sign and because of other difficulties, made 
the follow-ing reply: 

We think that some improvement has resulted lately in oversupply methods, a 
former bad practice. The question is: WUl it flare again later when the heat is 
off? We think purchases have been made under conditions unfavorable to our 
interests at times in the past of both cars and accessories, likewise sales plans and 
equipment. 

At the end of practically every year there has been factory clean-up effort gen
eraUy resulting in liquidation of stocks, unprofitably to the dealer. Less heat in 
1938. There has been practically a total absence of any desire by the manufac
turer to absorb any jiart of such liquidating expense. 

I doubt if there is a dealer hereabouts that could sa.v truthfully that he has not 
been subject to pressure to take supplies at one time [or] another, but feels he would 
jeopardize liis position were he to talk out of turn. That is the fly in the ointment. 
I refused pressure on a sign and payment on a repair job that led to a manager call 
and finally cancelation. 

One dealer who has represented Ford Motor Co. for 19 years pointed 
out that threats are made through personal contacts and telephone 
calls so as to avoid any definite record thereof. Rephdng to the ques
tions regarding oversupplying of cars, etc., by the manufacturer, this 
dealer stated: 

We are unable to give exact dates and years. But this has occurred several 
years during, our dealership especiaUy on cars. 

We have been threatened a number of times. But, of course, we have no defi
nite records on file of these incidents as the factories are very careful about matter 
of tliis kind being put in the form of writing. Telephone and representatives' per
sonal contacts were the methods used. The last 2 or 3 years have been most 
pleasant. 
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In addition to replies commenting on pressure to take cars at the 
end of the season many Ford dealers indicated pressure applied in 
various ways was experienced at other times during the year. 

A quite frequent complaint of dealers is that they have been forced 
by manufacturers, or by manufactmers' representatives, to take cars 
or trucks which they neither needed nor wanted in order to obtain 
those they did want. In some cases, the cars forced upon them were 
models or colors that were difficult to sell, w'hile in other cases, they 
were higher priced models or trucks for wdiich the dealer had no ready 
sale. 

The foUowdng are examples of complaints made by Ford dealers in 
comiection with having to take unwa-iited cars, in some cases, in order 
to obtain the desired ones. 

One dealer stated that the policy of Ford Motor Co. has been to 
include one truck with each slnpment of cars regardless of the desire 
of the dealer. According to this dealer, unwanted colors of cars are 
also shipped and if the company's attention is called to tins fact, the 
mistake will be corrected by shipping an additional carload of cars 
so that the dealer may get the one car of the color he wanted. This 
dealer stated that unordered cars and trucks had been shipped lum 
in 1938 

In response to a report form sent dealers,, statements regardhig 
being forced to take unw^aiited models were received. Asked wdiether 
pressure or coercion was used by manufacturers in overstocking 
dealers, one Ford, Mercury, and Lincoln Ze])hyr dealer stated; 

Not at the present time. In the past, as late as January 1938, when the factory 
wms forcing us to take truck and commercial units when -we knew that we would 
take a loss on them. Business at that time did not warrant stocking these 
particular units. 

Another Ford dealer stated: 
Plenty of pressure is used. In fact have been told by the car distributor in 

times past if we didn't take units that he wanted us to take we couldn't get units 
we needed. 

Regarding being forced to take Lincoln Zephyr cars, one Ford dealer 
made, the foUowdng statement: 

Forced to take a Lincoln Zephyr in 1936, when we felt i t would divide our energies 
and make Ford sales suffer. Threatened with cancelation. 1937; sold one 
Zephyr at list—held one over and sold at eosfe 1938, sold one and are having;<Hie 
to hold over. 

General Motors Corporation.—Replies to the questions in the Com
mission's report form concerning oversuppUes and coercive methods 
were received from dealers handling all General Motors lines. Over 
one-third of these were Chevrolet dealers. Tlurty percent of the 
Chevrolet dealers replying indicated some complaint as to having 
been oversupplied at various times prior to 1938. As m the case of 
Ford and Chrysler dealers, one of the principal complaints concerned 
oversupplies of cars at the year-end clean-up. 

Statements of Chevrolet dealers generally indicated a great improve
ment in recent years concerning oversupplying by the factory. Some 
stated that while oversupplies existed, the factorj^ cooperated in re-
lie-dng this situation. Others attempted to justify the factory's 
position in regard to overstoclting and pressure. 

One such dealer complained of overstocldng during 1937 and 
exertion of factory pressure to accept more cars, all of which resulted 
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in loss to the dealer, but then stated that "the factory method of 
loading dealers had some merit," Tins dealer stated there was no 
oversupply in 1938 and continued as foUows: 

In September of 1937, Chevrolet dealers were sliipped a lot of cars and were 
sold more by factorj- pressure which was responsible for dealer losses during 
December 1937 and during the year 1938. 

Prior to 1938, this was the usual procedure. However, that is not the case today. 
The factory method of loading dealers with cars had some merit, providing that 
it may be confined to the spring and early summer months. In our case we 
know that to sell goods you must have them and often a sale w-as made that 
otherwise may have been lost. 

Another dealer complained strenuously as to pressure applied pre
vious to March 1, 1938, on wdiich date a different zone manager took 
over liis supervision. This dealer stated: 

During the first 3 months of the 1938-model year we were oversupplied with 
new oars. We insisted to our zone manager that we did not need so many cars; 
however, i t was difficult for him to believe that we could not sell as many new 
cars in 1938 as we had sold during 1937. On Marcli 1 of this year, the 
zone office wa,s closed and we were placed back under the zone office, 
since which time there has been no pressure brought to bear on us to sell more new 
cars than we could dispose of on a sound basis. 

We were oversupplied with cars during the years 1929, 1931, and 1935. We also 
had entirely too many new cars at the end of the 1937 model, however, I do not 
blame the factory entirely, for I doubt that they foresaw the terrible slump that 
was coming. 

No pre.ssure -whatsoever lias been exerted since Maroli 1 of this j'ear; however, 
for several months prior to that time terrific pressure was apphed bj ' tlie local 
manager to sell new cars in mucli larger volume than we could dispose of on a 
sound basis. As a matter of fact, since Marcli of this year, is the fir,st time in my 
12 years as a dealer that I have not been under considerable pressure to sell more 
cars, I have sold manj-, many cars in tlie past on wliich we knew at the time that 
we were allowing entirely too much for the old car, in order to keep the manu
facturer satisfied with our operation. 

The foregomg statement, as well as the one quoted below, indicates 
that in these dealers' opinions overstocking was attributable rather to 
zone or local representatives than to Chevrolet factory pohcy. 

During the first quarter of 1938, we were badly overstocked in all departments 
due to the sudden drop off in business. Chevrolet cooperated 100 percent in 
helping us get inventories in hne with business potential. 

We have had some diffi-culty in this respect even as late as 1937, but conditions 
of this kind are usually due to the ambitions of some sales representative who is 
anxious to make a record for himself rather than to a corporation policy, A dealer 
who -will stick to his guns and be guided by his own judgment -^^'ill have'no trouble. 

Regarding exertion of pressure, this dealer stated: 
Tliis can be disregarded insofar as Chevrolet is concerned. Naturally they 

•want to maintain their position and -̂ '̂iLl make every effort to sell a dealer mer
chandise on the theory that if he has it he will sell it, but there is no such attitude 
as "take it or else," 

In response to the question as to whether pressure or coercion had 
ever been used to induce acceptance of oversupplies, another Chevrolet 
dealer stated: 

Never to a degree that I do not consider good business practice. 

Strike conditions were responsible for overstocks of cars durmg the 
latter pait of 1937 according to some Che-rrolet dealers, one of whom 
stated: 

In 1936, I was not overstocked, but got very few cars in early part of year and 
considerably more in latter part of yea.,r. In 1937, due to strike conditions in 
early part of year I was verj' short of cars, but later on I received a few too many; 
resulting in forced sales at losses. 
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The replies of Che-vrolet dealers to the Commission's report form 
indicated that in years previous to 1938 many of these dealers had 
been forced to take unwanted cars m the year-end clean-up periods. 
Foliow îng are examples of statements made m this connection: 

One Chevrolet dealer stated: 
Nineteen hundred and thirty-eight is the first and only year we can remember 

when we had no clean-up problem situation. In previous j-ears cars have been 
shipped us -udthout orders with the result that same must be sold at great dis
counts and extra-high allowances on used cars at a time of year when we should 
be taking in used oars on the new and advanced model. Also in j'ears previous 
to 1938 we have been urgently urged to take an overstock of radios and other 
accessories in order to clean up the factory stock. In fact, we have been given a 
quota to make on past-model merchandise which we did not want. Radios have 
been particularly forced on us much against our judgment. 

Another complaint regarding shipment of cars wdthout orders was 
made by a Chevrolet dealer wdio stated: 

In August of 1937 we -v̂ 'ere overstocked by a shipment sent to us without our 
order so that when the 1938 models came out we still had about twenty 1937 
models on hand. However, this was not done in 1938. 

Regarding being oversupplied wdth unordered trucks at the season 
end, one Chevrolet dealer made the foUowdng brief statement; 

Arbitrary truck shipment of current models at season end. Not the occasion 
in 1938. 

Regarding use of pressure or coercion prior to 1938 m forcing cars 
on dealers, a Chevrolet dealer stated: 

In previous years -we had a clean-up period in which we were to take our share 
of left-over cars in stock. 

No coercion or pressure is now being used, but in the past before this year it was 

Another Chevrolet dealer complained that he was oversupplied in 
1938 through accepting 1938 cars near the season's end on the basis 
that neŵ  models were to be announced on a certain date, whereas 
announcement was actually made 2 weeks earlier. Regarding tbe 
1938 situation this dealer stated: 

Oversupplied -Kith new cars. Allotment of new cars based on announcement 
November 6, 1938. After .shipment was made, 1939 models -v\'ere announced 2 
weeks earlier than just stated, 

Chevrolet dealers complamed that models other tban those ordered 
had been shipped them and that the wanted models could not be 
obtained unless the unordered ones were accepted. In this connection 
one Chevrolet dealer stated: 

We are allotted certain cars but they don't come according to models ordered. 
Can't get models we want if we do not accept the ones sliipped. 

Another Chevrolet dealer stated: 
Frequently when -v\'e order one model car, manufacturer substitutes another 

model to complete carload. Then back-orders model ordered and ships at some 
later date. 

Comparatively few repUes to the Commission's dealer report form 
were received from dealers handling General Motors automobUes 
other than Chevrolet, The following are a few examples of the type 
of replies received from such dealers who complained regarding bemg 
overstocked by the manufacturer during year-end clean-up periods. 

Tbe only General Motors division of wdiich no dealer complained of 
oversupplying was Cadillac-LaSalle. 
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One Buick dealer who stated that there had been no oversupplying 

iu 1938 indicated that the manufacturers should cut the price of cars 
to dealers when dealers are expected to help liquidate manufacturers' 
excess production. This statement follows: 

In some j'ears the factory has been in a position where they have been caught 
with more cars produced than could be readily sold and I would say tliat i t has 
been a general practice for all the manufacturers to expect the dealer to help 
liquidate tliis stock at bis own expense. Iu other lines of business when the 
manufacturer produces more than he can sell, i t is usuaUy necessary for him to 
cut the price and I think this should also be true in this industry. 

A Buick dealer who did not answer the question dealing specifically 
with oversupplying dealers inclurJed the following statement on this 
subject in response to a question dealing wdth major difficulties that 
had arisen in his relations -with the manufacturer: 

The purchase of left-over cars from the manufacturer prior to the announce
ment of new models, kno-wn to the trade as clean-up period. 

Regardhig being oversupplied by the manufacturer in j'ears prior 
to 1938, another Buick dealer simply stated: 

Years previous '38, at end of season. 

Several Pontiac dealers complained quite bitterly as to the factory's 
policies in regard to forcing them to take cars in the clean-up period 
in 1937. One of these stated: 

High-pressure selling by the factory at the end of 1937 selling season, using 
every rutlUess method possible, forced us to carry a large number of 1937's in the 
model year 1938, 

Another Pontiac dealer who complained of being shipped unordered 
cars, made the foUowmg statement: 

In fall of 1937 shijiped cars without orders, far beyond mj ' capacitj- to sell and 
also accessories. Had to take them or else. Asked for relief but couldn't be 
done. Had to borrow too [much?] money and store-cars. There was only one 
way out, quit. 

Regarding the result of attempting to resist pressure from the 
manufacturer to take more cars, one former Pontiac dealer stated: 

-* * * In .(;]jg Qĵ gg Qf Pontiac, I ordered only what I -5\'anted regardless of 
the attitude of the representative, and -was canceled, 

A dealer handling Chevrolet, Cadillac, and LaSalle cars stated that 
the situation regarding oversupply in 1938 was "very satisfactory" 
but regarding previous years he replied: 

Almost every year, except 1938, we have been forced to accept too many cars 
just prior to model change which of course has been costly. In 1934 we were 
canceled out because -we wouldn't accept what the factory wanted to give us. 
We gained reinstatement only by accepting the cars, 

A dealer handling Buicks and Pontiacs made the following state
ment: 

The onlj' pressure we have is that we must sell a certain amount of the high-
priced series cars, when we have no market, in order to get the lower priced series 
which cars are selling fast. This should be changed and let a dealer seU what the 
[he] can, and let the manufacturer build the popular models as fast as necessary. 

A Pontiac dealer reported that in June 1937 he was— 
made to take Pontiac 8's in order to get Pontiac 6's which were already sold. 
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The follow'ing is quoted from the statement of an Oldsmobile 
dealer: 

At present, onlj' pressure is with respect to certain new car models. For 
in,stance, the model "70" (six) is the best seUor, but raanufacturer is expending 
much efl'ort in trying to push the "80" (eight) and "60" (smaUer six). There 
would seem to be a lack of flexibility in meeting the existing public demand, and 
a desire on part of manufacturer to force a nonexisting public demand that will, 
for some reason not clear, better fit in with the manufacturing program. 

To a representative of the Commission, a Buick dealer stated that 
in an eft'ort to have dealers order cars at or near the close of the model 
year, the factory representative argues that if the dealer wdll accept 
certain clean-up models, the representative wdll use his influence to 
assist the dealer in obtaining new cars when the new models are 
ready for distribution. This dealer stated that cars on hand during 
the clean-up period usuallj'- have to be sold at a discount. 

A former Pontiac dealer stated that he w"as shipped tw-'o carloads of 
the new' models in 1936 before he had disposed of the 1935 models 
which the factory had allotted him at the end of the season. He 
stated that he kept the new models out of sight until he sold the old 
ones in order to keep from having "dead stock" on his hands. 

An attempt to force the acceptance of cars tow-ard the end of the 
season w-as successfuUy withstood by one Pontiac-dealer ŵ ho stated 
that near the close of the 1937 season the factory shipped, him two 
carloads of automobiles fully equipped wdth accessories. The ship
ment was refused upon arrival, A local factory representative tele
phoned him and asked what disposition was to be made of the cars. 
The dealer stated he told this representative that he w'ould not accept 
the shipment because he alieady had nearly 20 cars on hand. In 
spite of threats of cancelation, according to tbe dealer, he stood firm 
on his refusal and the cars were disposed of elsewdiere. 

An Oldsmobile dealer complained that the factory had shipped 
unordered cars in November and December 1937 and that this policy 
was again being pursued in the latter part of 1938, when he answered 
the report form. This dealer's reply follows: 

Our factory shipped us more ca-rs and accessories during the months of Novem
ber and December of 1937 than we had ordered with the understanding that i f 
our sales slowed down or tlie factory did not go out on a strike they would take .a 
good share of -f-hese oars and accessories off our hands. Wlien we made a request 
for help they informed us that all other dealers were in the same shape that we 
-were and they could do nothing about i t . I did not get anj' relief until I was-
forced to make an appeal to our general sales manager who in turn authorized 
the zone manager to relieve my stock of a few cars that he could place in 

: warehouse. The accessories that were shipped on these cars we 
had to retain as the factory refused to take them back. This left us witli an 
overstocked condition on accessories at the end of the year and we are forced to 
sell many of them at far below our cost. The factory made no attempt to reim
burse us for the interest that we had to pay on this overstock of new automobiles 
-ndiioh should have been carried by them. 

At the present time our factory is shipping us cars and accessories that we have-
not ordered. They realize with a car shortage at the start of a model run that 
we will accept slow-moving body types so that we can get a few cars that we 
have previously sold. 

Complaining of being oversui^plied with cars in 1936 and of attempts 
to oversupply him in 1938, another Old,smobile dealer stated: 

In the spring of 1936 we -were oversupplied with 1936 model cars, being forced 
to pay excessive storage and financing in connection with stocks not needed. 

Manufacturer tried to oversupply us with 1938 models (very poor public accept
ance resulted in a surplus of this model). We refused to overstock. 
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A Cadillac, La Salle, and Oldsmobile dealer commented on the 

satisfactory relations with the Cadillac-La Salle factory in regard to 
oversupplies but stated that the Oldsmobile factory, whUe entirely 
within their rights in doing so, had refused to cancel orders in 1938 
when the dealer became oversupplied. Regarding the oversupply 
problem, this dealer stated: 

We have not had any vi-ith the CadiUac-La Salle factorJ^ After we found we 
had ordered more cars than we could use, they have, without ciuestion, permitted 
us to cancel orders. However, during the winter of 1938, Oldsmobile shipped us 
many more cars than we wanted at that particular time. We asked for cancela
tions and we were refused. Please understand that Olds Motor Works held our 
firm order for these cars and they were within their rights when they shipped 
them. However, we questioned their spirit of cooperation by their failure to 
respect our overstocked condition at that time. 

In answering the ciuestion relative to oversupplying by the manu
facturer a Buick and Pontiac dealer stated only "1938 O. K." How -̂
ever, enumerating what he considered to be major difiiculties in his 
relations wdth the manufacturers, this dealer listed the followng: 

Forcing of sales bj ' high-pressure methods. 
Furnishing of misleading figures to induce volume operation. 
Clean-up of noncurrent models at dealer's loss. 

Insufficient time between models for orderly clearance of old models. 

i\jiother Buick-Pontiac dealer stated: 
Was not oversuppplied -n-itli 38 models, as we only ordered cars according to 

•our own need and judgment. 
During the close of the 1937 model j'ear, representatives of one of the manu

facturers inferred we sliould take some additional cars to relieve the warehouse 
stock if we expected to have a franchise the following year, 

A Pontiac, Cadillac, and La Salle dealer stated that oversupphmig, 
pressure, and coercion w'ere not encountered in 1938 but regarding 
previous years, answered as follows: 

Previous to 1938, cars were shipped to us -without our ordering them. We 
were forced to buy imnecessarj"- quantities of parts and accessories, also shop 
equipment. 

One Pontiac dealer wdiose contract allowed him to sell only within 
the limits of the city in wliich he ŵ as located, stated to an agent of 
the Commission that, although station wagons are sold chiefly to 
large estates in the country, lie was required to accept and stock some 
of these cars. 

An Oldsmobile dealer stated that on numerous occasions he had 
accepted unwanted cars in order to obtain cars on order for customers. 

Hudson Motor Car Co.—Only a small number of replies were received 
from Hudson dealers on the Commission's report form for dealers. 
AU but one answered the question respectmg the forcing of cars. 
The answers w'eie predominantly to the effect that pressure had not 
been experienced. Only three indicated that they had been forced 
to accept cars. One of these dealers stated: 

Almost every year's end attempts liave been made through medium of quotas 
followed up bj ' telephone, telegraph, and representatives' calls to force acceptance 
of cars, both passenger and commercial, in excess of our market and stock require
ments, stating that i t is our "obligation" .and "responsibility" "to cooperate," 
etc, but no price reduction is offered to assist liquidation. The o]ilj' year this 
{lid not happen is at the end of 1938. 
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Regarding the use of coercion or pressure to overstock cars, another 
Hudson dealer stated: 

Would hesitate to .say "coercion" has been resorted to; however "pressure" 
is constantly applied. In fact within the last week just about everything was 
used by district sales manager to induce placing commitments for cars for the 
next 6 weeks, larger than this compaiij' would entertain. The reasons constantlj' 
used recently are that factorj' l&hor relations require the emploj'ment of labor 
continuously and the factory, of course, could not think of building up cars that 
are not sold. 

Illustratmg the pressure exerted on distributors to take certain 
models is the following excerpt from a letter written May 30, 1934, 
by J, S. Oliver, sales representative of Hudson Motor Car Co. to 
George H. Pratt of the company's Detroit office, regarding Auto
motive General Corporation, Dallas, Tex., Hudson distributor: 

You will recall that he was very reluctant to give us reasonable orders for 
Challengers when lie was at the Detroit meeting, and that since that time I have 
had to pressure him into every order he has given for them. He is not sold on the 
program, and resists every effort to get reasonable distribution on the Challenger. 
He prefers to keep the dealers sold on the K possibilities only, until such time as 
his o-wn K stock is reduced to a minimum, 

Packard Motor Car Co.—About one in four Packard dealers replying 
to the Commission's report form stated they had been oversupplied 
prior to 1938, None of these reported experiencing this difficulty in 
1938. _ In response to the question as to w ĥether he had been over-
supplied in years prior to 1938, one of these Packard dealers stated: 

In the spring and early summer of 1937 we were oversupplied, and during August 
and September it was necessarj' to make excessive overallowances to move them 
and because of this we built up too large a used-ear stock and in November and 
December we had to mark these down to move them and as a result lost all the 
money we had made in the first 9 months. 

Another Packard dealer stated: 
This has not occurred in 1938 but v,'as very much the case in 1937 and also in 

1936, The manufacturer insisted that I maintain demon-strators that were 
extremely costly both in finance charges and in cost, and far beyond my actual 
needs. 

The same dealer stated as follows respecting the forcing of models 
for W'hich he had little sales: 

In 1937 I was forced to accept four Packard business coupes with no market 
for them. .4.11 year I had sold but one busines^coupe in August, 2 months before 
the new cars for 1938 were to bo delivered I was forced to accept four. Needless 
to say I lost quite heavily on the resale of these to the public. 

Studebaker Corporation.—Most of the smaU number of Studebaker 
dealers who_ answered the Commission's dealer report form made no 
statements indicating that they had been subjected to pressure to 
take ne-w cars that they did not need. Some, however, made state
ments of which the following is typical: 

The roadman told mo they had so many cars for my territory and if I didn't 
take them somebody else would. February 1938. 

Regarding receiving unordered cars, this dealer stated: 
Only once in 1937, I think October, they shipped me four cars that I did not 

order, 

Nash-Kelvinator Co.—A dealer handling Nash automobiles reported 
to an agent of the Commission that the distributor from whom he 
obtained his cars had forced him to take unwanted cars during the 
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period preceding introduction of new models. This dealer stated 
that late in 1937 the distributor informed him that he must take m.ore 
cars as the distributor had a large commitment at the factory and 
expected him to take his share. The dealer protested as he already 
had cars on hand. Two weeks later he ŵ as again asked to take 
additional cars and when he refused the distributor told him a change 
would have to be made in the territory. Later, six unordered cars 
were shipped the clealer and he felt he had to take them. He stated 
that as long as ca,rs must be taken near the close of the model year, 
a discount on these cars should be given the dealer by the factory. 

Another Nash dealer stated that in 1936 he had to buy one Nash 
Ambassador, the higher-priced car in the Nash line, for each La 
Fayette obtained. 

The Willys-Overland Co,—A dealer handlmg WUlys-Overland a,nd 
another make stated a recent example of the manufacturer attempting 
to force accepta,nce of cars as follows: 

At the end of 1938 since September the distributor on Willj's has threatened 
repeatedly that we must take cars or in 1939 we will be left out. 

Reports from dealers handling other makes or combinations of m.akes 
of motor vehicles complained to some extent regarding overstocking 
by manufacturers. One Studebaker and Hudson dealer, however, 
intimated successful resistance to attempts to oversupply him with 
the simple statement: " I know how to say no." 

Statements quoted above from several sources, including interviews 
with dealers, written replies from dealers to questions in the Com
mission's report form, letters addressed voluntarUj'- by dealers to 
Federal Trade Commission, files of manufacturers, and interviews 
a-nd records of dealers trade associations all indicate that manufactur
ers possess gi-eat powder to force dealers to take and pay for more cars 
than the dealers market wdll readily absorb. This power has been 
exerted upon occasion, especially wdth respect to unwanted models 
and during the clean-up period. I t also is exerted throughout the 
year hi cases ŵ here dealers do not sell their quotas or their proportion 
of new -̂car registrations. The severity of pressure varies as between 
manufacturmg companies, as between difi'erent territortial areas 
super-̂ dsed by different field personnel of a particular manufacturer, 
and also as between dUferent dealers m a particular area. 

The requirement that dealers pay for cars upon shipment enables 
the manufacturer to shift to the dealer the entire financial responsi
bUity of distiibuting cars forced upon the dealer. Where a ready 
market does not exist the dealer must either cut prices directly or 
make excessive allowances on cars talcen in trade in order to sell the 
new cars and obtain cash with which to meet maturing financial 
obligations generally incurred in the payment of cash to the manu
facturer as new cars are shipped. Even a minority of dealers finding 
themselves in this position greatly aggravates the used-car problem 
and imposes upon the entire dealer body severe price competition. 
Thus the used-car problem so bitterly complained of by dealers as a 
cause of dealer mortality is vitally connected with, if it does not stem 
directly, from the practices of manufacturers in forcmg dealers to take 
and sell more new cars than they would otherwise handle. 

Furthermore, it is to be noted that even in those agreements which 
have been most extensively liberalized for the yean 1939, the changes 
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made will not warrant the conclusion that definite provision has been 
made for easing pressure on dealers. I t , therefore, appears that the 
easing in pressure noted by dealers during the year 1938, wdien the 
Commission's inquiry was in progress, may have been due to changes 
in administrative policy either respecting volume of production or 
respectmg pressure on dealers at the clean-up period. Many dealers 
feel that this change is only temporary and that the policy may again 
be changed in the future to impose upon dealers the same type of pres
sure that was experienced in tbe past. Whether this fear is w êll-
founded can only be decided in the light of administrative policy 
pursued by manufacturers in the future. 



CHAPTER VL USED-CAR POLICIES AND PRACTICES OF 
MANUFACTURERS 

SECTION 1. T H E USED CAB, AS A FACTOR IN THE S.\LB OF NEW CARS-

Development of used-car merchandising.—Although there was some 
trading iu used cars in connection -with the sale of new automobUes 
almost from the beginning of the automobUe industry, the dealer's 
used-car difficulties as they at present exist did not fully develop 
until after the great mcrease in new-car production that occurred 
after 1920. The development of dealer difficulty respecting used 
cars w-as considerably retarded during the period from 1917 to 1920 
by the fact that production of new- passenger cars was relatively 
small, wliUe demand for cars was large, which situation made it easy 
to sell used cars, ticreased production of new passenger cars after 
the war, and rapid progress of the automobUe toward sale of both 
new and used cars on a replacement basis, tended to increase the 
dealer's difficulty m handling the volume of used cars taken in trade. 
Also, as more attention was given to style and appeara,nce of cars, 
the tendency toward more frequent replacement sales was accentu
ated for both new and used cars. 

Although the used-car situation did not reach its acutest stage untU 
recent years, it is interesting to note that by 1911 it had become of 
such importance that a movement got imder way, apparently among 
Chicago retaUers, to produce a manual of used-car selling values for 
the guidance of retail dealers in the handling of used cars, This 
manual subsequently came to be laiown as the Blue Book, published 
by National Used Car Market Report, Inc, of Chicago, 111. 

In 1914 the Curtis Publishing Co. made a study of the automobUe 
industry and embodied the results in a report which stated as follows 
regarding the used-car problem: 

Of all the problems that vex the automobile industry, probably the .most serious 
and the most difficult of solution is that of the used ear. The second-hand-car 
problem is likely to become more acute as the number of ears in use jncrease.i 

In 1932 a second survey by the same agencŷ  resulted in a printed 
report in which the above statement was quoted with the following 
comments: 

This prediction proved to be only too true, and as the number of cars increased, 
the second-hand car problem indeed became more acute. I t became vexatious, 
serious, and difficult of solution bej'ond the imagining of 1914. 

Since 1914 many improvements have been made in handling used cars; on the 
other hand, there have come in some abuses which need not be stated, as they 
are well known in the automobile industry. These abuses make it difficult for 
the honest dealer to compete in second-hand-car sales with a less scrupulous 
operator. We believe the industry should take steps to correct these abuses.' 

Development of used-car policies by manufacturers.—So long as cars 
in use were few in number and most sales were to persons who had 

1 Passenger Car Industry, the Curtis Publishing Go. (1932), p. 75, 
! Ibid., p. 75. • 
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not previously owned cars, little attention was paid by manufacturers 
to the question of used-car merchandising. Dealers might take 
trade-ins if they wdshed, but that was a matter for the dealer to 
decide, and his decision was likely to be based upon whether he had, 
or thought he could readily find, a prospective purchaser for the used 
car at a price at l^ast covering the amount paid for it. In general, 
this situation appears to have prevaUed prior to and during the war 
period. 

During the early 1920's, various manufacturers began to develop 
more or less definite policies which they recommended to their re
taUers respecting the handling of used-car busmess, and by 1925 the 
trade-m had become such an important factor in automobile distri
bution that manufacturers were forced to give increasing attention 
to it because of its vital relationship to the sale of neŵ  cars. 

Early Ford policy.—During the period from 1920 to 1926, or even 
later. Ford Motor Co. took the position that the used-car business 
should be handled by Ford dealers on such a basis as to yield the dealer 
a commercial profit of about 20 percent gross over cost of used cars to 
the dealers, and required reports from dealers covering then handUng 
of used cars. Under Ford Motor Co.'s policy during this period, price 
cutting was a cause for dealer cancelation. Overallowance on trade-
ins was recognized as a method of price cutting and, upon occasion, 
was given as a reason for dealer cancelations. -This pohcy was some
what at variance wdth that of other manufacturers, apparently for the 
reason that during the time that Ford was producing model T cars 
Ford dealers did not face as severe a used-car problem as dealers 
handling gear-shift models made by other manufacturers. This ŵ as 
due to the fact that gear-shift cars were seldom traded in the purchase 
of model T cars. With the shift by Ford to the manufacture of the 
model A cars in 1928, however, Ford products came to be sold imder 
conditions as to used-car merchandising quite comparable wdth those 

- of other manufacturers, and Ford's used-car policy thereafter tended 
to develop along much the same lines as the policies of other manu
facturers. The position that dealers should handle used cars on a 
basis to yield a profit was abandoned in favor of the position that 
used-car trading should be conducted on such a basis as to yield the 
maximum of new-car sales. To do this, recognition was given to the 
fact that dealers must often overallow on trade-ins in order to make 
sales. The percentage of dealer margins on new-car sales was increased 
by Ford Motor Co. from 17K to 22 percent in 1930 and later to approxi
mately 25 percent in recognition of the fact that dealers must give $50 
or more overallowances on trade-ins to make new-car sales. In lieu 
of the position that both new cars and used cars should be merchan
dised at a profit, the position at present taken is that the total business 
done, including new cars, used cars, parts, and consumer service shall 
be conducted at a profit to the dealer. With this change in policy. 
Ford Motor Co. has shifted its attention to the development of a plan 
for used-car merchandising, and a field corps of retail business manage
ment specialists,' including used-car managers working out of the com
pany's various branches, has been developed by the company to bring 
about the \videst possible use of the used-car jUan and other plans and 
policies developed by the Ford Motor Co. 
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Ea7iy General Motors policy.—In May 1925 the then-current Ford 

policy of insisting that dealers handle used cars at a profit was dis
cussed by the general sales committee of General Motors Corporation. 
Respecting this discussion, the minutes of this committee state: 

This subject ws.s discussed at some length, and it was brought out that in certain 
instances i t might be better for a dealer to lose a small amount on a used car and 
move it than to insist that he make a profit on it . In general, we should not go 
out and get business by overbidding or overtrading, but in exceptional cases we 
might get into a situation where i t would be good business to sell the used .cars 
at not very much profit, or even at a loss. We are going to watch this new Ford 
policy and report on our findings from time to time. 

Later in the year 1925, the general sales committee of General 
Motors Corporation discussed the subject of used cars in considerable 
detail and arrived at conclusions of fact and policy as shown in the 
committee's minutes under date of October 8, 1925, as follows: 

USED CAES 

1. Is i t definitely established that the used car is the "dealer's own problem" 
and that it will be an increasingly important part of automobile retailing? 
. After considerable discussion, "the following points were generallj' agreed upon: 

The sale of new cars depends largely upon the used-car situation. This is 
especiaUy true in the high-priced classes, where 80 percent of the new-car sales 
involve -trade-ins—in some instances i t being necessary to sell two used ears in 
order to move one new car. 

I t was unanimously agreed that the future volume of sales on new cars -would 
depend largely upon the efficient selling and servicing of used cars. I t is, there
fore, necessary for the manufacturer to take an interest in the sale of used cars. 

As a step in this direction, Chevrolet are establishing quotas for used cars from 
a standpoint of the probable rjuantity of used cars i t will be necessary to handle 
in order to realize the quota on new cars. This question, of course, involves the 
consideration of the. dealer's capital, as -̂ '̂ell as liis organization, both of which 
must be ample to cope with both the new- and the used-car situations. 

I t -was agreed that the best -way to approach the foregoing problems vi'ould be 
for each of the divisions to add to their respective organizations enough men 
specializing on the used-car problem to educate the dealers to cope -with the situa
tion to the best advantage. 

2. Should used cars be regarded as transporto.tion merchandise, just as are new 
cars, therefore, requiring sound merchandising practice in their handling; or should 
used cars be regarded merely as incident to new-car selling? 

All agreed that the dealer should maintain the same contact with a customer 
to whom he has sold a used car as he does with a nevi' customer. In due time, 
the customer will trade in his used car, and only by keeping such contact can the 
dealer e.xpect to get 100-percent replacement business on the used cars that he 
sells. In short, the dealer has a new-car client and a used-car client, and from a 
selling standpoint they should be treated exactly alike in every respect. 

3. Should the dealer who is fortunately situated so that the volume of new-car 
business is naturally larger than the average, in proportion to capital employed 
and necessary operating expense and -who therefore may enjoy abnormally high 
profit, be encouraged to allow more liberal prices for used cars taken in trade? 

This subject was discussed at considerable length. I t was generally agreed 
that the Ford policy, whereby the dealer is required to make money on the used-
car end, is unsound, at least as applied to our business At the same time, i t 
seemed to be the consensus of opinion that no definite policy could be established 
in respect to tliis general question. 

The chairman stated that he would present a statement bearing upon the 
economics of the proposition at the next meeting, which might be helpful in 
removing apparent divergence of opinion on the matter. 

4. Should the manufacturer recommend more strongly the careful appraisal of 
used oars? 

Everyone agreed that more attention should be given to more dignified and 
tliorough appraisals. 

5. What should be the limit of the dealer's investment in used cars 
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There was considerable discussion as to the principles covering' tlie limit that 
.should be set up for used-car stocks. Again it was pointed out that each instance 
must be dealt -̂ '̂ith in the light of its special conditions, not only -ivith regard to 
the dealer's financial position but with regard to the status of the used-car market 
in his particular teTritorj"-, There should be an attempt to establish definite 
limits as to the proper ratio of used-car stock to new-car stock, which would vary 
to some degree, due to seasonal conditions. Therefore, arrangements must be 
made and capital provided so that the dealer can carry tlie requisite number of 
used cars, as well as new cars, over the winter months. 

Mr, Deane pointed out that it is difficult for General Motors Acceptance Co. 
to rate used cars as they do new cars, because of the variety of makes and the 
varying values represented by same makes and tiie same models. He stated 
that the Blue Book prices do not afford a practical basis of appraisal, because 
these prices do not reflect the difference between the car that is in bad mechanical 
condition and one that has been thorouglily reconditioned. 

6. To what extent should used cars be reconditioned? 
I t was generally agreed that as a matter of general policj' the dealer sliould 

recondition used cars of the make which he represents but that he should not 
attempt to recondition the trade-ins of miscellaneous makes. 

I t was concluded that all used cars should be washed and tires cleaned, even 
though they are not to be mechanically reconditioned. If they .are the dealer's 
own - products, i t is advisable to recondition them mechanically. Generally 
speaking, thej' should also bc refinished. The most important thing is not tô  
misrepresent the condition of the car. 

7. Should a dealer's used-oar business be separated from his ne-̂ '-oar business? 
I t was generally agi-eed tliat this depends upon the size of the dealer. If the 

dealership is large enough, a separate used-car department should be maintained. 
8. Should reliable reports be obtained periodically from dealers of their stocks 

of used cars? I f so, what use should be made of such reports? 
I t •̂ \'as generally agreed that such reports would be very desirable because they 

would afford a good index to the trend of automobile demand. For example, if 
there were a business slump approaching, i t would probably manifest itself through 
this data on used-car stocks. 

I t was pointed out, however, that such reports, to be. of the greatest value, 
should be supplemented by reports covering the movement of used cars, at retail. 
I t was agreed that all divisions should include, with their regular periodical 
reports, reports of used-car stocks on hand and sales of used cars during each 
period. 

Thus, in 1925, Ford and General Motors held radically dift'erent 
views respecting the policy that they desired their dealers to follow 
in the merchandismg of used cars. Ford Motor Co. was ta,king-
the position that its dealers should so merchandise used ears as to 
yield a profit to dealers. General Motors Corjioration, on tbe other 
hand, was formulating a policy respecting the handling of used cars 
by its dealers that related the volume of used cars to be handled to 
the problem of increasing sales of new cars, on the one hand, and, on 
the other, to the dealer's capital requirements to handle both new-
and used cars. The policies of both companies agreed to the extent 
that used-car reports from dealers were desh-able. 

In connection with the question of reconditioning only General 
Motors cars, the Buick Division, in 1926, was experimenting with the 
idea of making national in scope what was known as a "Buick gold-
seal plan," under which Buick dealers would recondition and guarantee 
used Buick cars as a means of increasing sales of used cars. The 
general sales committee of General Motors Corporation discussed this 
matter, as indicated by the foUowdng from the minutes, of that com
mittee: 

Mr, Strong outlined the progress that is being made by Buick toward national
izing the Buick gold-seal plan, which was developed by'the Howard Automobile 
Co. on the Pacific coast. This plan contemplates a standardization of second
hand Buick cars of recent vintage. The gold-seal emblemfj -ss'ill! be issued by the 
factory organization. 
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The plan will be extended very cautiously in order to avoid abusive practices 
and onlj"- those dealers or distributors who are equipped to properly rebuild 
Buick cars will be qualified to participate in this plan, 

Mr, Strong stated that he was properly protected on the plan from a copy
right standpoint. 

The point vî as raised as to whether or not the gold-seal plan might ultimatelj"-
be extended through our other divisions, but it was the general feeling that tliis 
would be inadvisable or to say the least, it should be handled with great caution 
because of the difficulty of maintaining the proper standards if this plan becomes 
too wide spread among different General Motors organizations and their dealers.. 

Subsequently, other General Motors divisions as well as other man
ufacturers from time to time developed various used-car reconditioning 
and guaranty pla-ns as evidenced by the Chevrolet red-tag plan, the 
Ford R & G (renewed and guaranteed) plan, the Studebaker certified 
used-car plan, the Hudson personaUy endorsed used-car plan, the-
used-car money-back guaranty of Clu-ysler, etc, all of which are 
mtended to assist dealers in the sale of used cars as a means of increas
ing sales of new cars. 

Eventually, also, the desirabUity of reconditioning used cars of 
other makes besides that handled by the dealer was recognixed as a 
means of moving used cars more rapidly as a means of preventing th.e-
tj^ing up of dealer capital in inventories of used cars that rapidly 
decrease in sales value if the cars are not promptly sold. 

The adoption of used-car-selling plans and of definite used-car-
policies to be carried out wdth respect to their dealers has been the 
result of much study and experimentation on the part of dift'erent 
manufacturers. In the makmg of such studies and the formulation 
of policies General Motors Corporation has taken a leading part, 
especially in studies of data bearing on the vital relationship of losses 
taken in used-car merchandismg to the survival of dealers, and of 
what steps could be taken to aid dealers in the sale of used cars. For 
instance, in 1927, at the request of Alfred P. Sloan, Jr., president of 
General Motors, the advertising concern of Barton, Durstine & 
Osborne made a study of the used-car situation -with the object of 
developing advertising that the company might run wdth the object 
of educating the public generaUy on the economics of trade-in allow
ances and facilitate the handling of used cars by General Motors 
dealers. Respecting this matter, the minutes of the general-sales-
committee of General Motors Corporation for March 16, 1927, state: 

Mr, Bruce Barton presented some specimen ads resulting from their study, 
copies of which were supplied to members of the committee. After some discus
sion, it was generally agreed that the corporation could safely run this type of 
advertising and that, if done on a sufficiently extensive basis, i t would accomplish 
much in facilitating the handling of trade-ins by our dealers. Mr, Barton also 
presented some ads which would follow this initial campaign, dealing -with the 
value of General Motors used cars and pointing out the advantages of o-R-ning two 
cars. Mr. Grant called attention to the fact that this type of propaganda was, to 
some degree, inimical to the interest of Chevrolet sales, since Chevrolet would 
prefer to have the customer buy a Chevrolet car for his second car rather than a 
used Buick, Oakland, or Olds. I t was the general feeling, however, that the idea 
was highly constructive. 

After considerable discussion, Mr, Barton's proposals were tentatively approved,, 
i t being understood that he would present recommendations as to final copy, 
schedules, etc, at the next meeting of the general-sales committee, at -u'hich time 
the question of providing the necessarj'- funds for the proposed campaign will also 
be decided upon. 

I t was the general feeling that we should base the amount of the appropriation, 
on a $l,0OO,00O-a-year rate. 
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Five months later, in August 1927, material for the second half of 
this advertising campaign, originally planned to include advertising 
-intended to bring purchasers into the used-car showrooms of General 
Motors dealers, ŵ as under consideration. After discussion, the gener
al-sales committee decided that the proper time had not arrived to 
take this step, and i t was ordered that the program be continued along 
•the line previously foUowed of urging the public to more carefully 
analyze the trading allowances offered them. 

At the August 1927 meeting of the sales managers' committee it was 
.also announced that the Che-vi-olet Division was trying out a plan 
under w ĥich the division would compile data respecting used-car 
.appraisals and make the results avaUable to its dealers at an aimual 
-cost per dealer of $15 per year. Attention ŵ as also called to the fact 
that the sales section, wdth the cooperation of General Motors Accept-
.ance Corporation, was conducting an experiment to determine the 
degree to which data of the Acceptance Corporation covering used 
-cars sold at retaU might be serviceable as reflecting the values of all 
.used cars in difl'erent sections by make and year model. 

In Januarj'- 1928 the general-sales committee of General Motors 
Corporation again discussed the matter of company advertising to aid 
dealers iu the sale of used cars with the foUo-wing resiUts: 

Tlie committee WRS in general agreement that since the number of used cars sold 
in a given year is greater than the number of new cars, and since new-oar sales are 
:so definitely dependent upon ^ used-oar sales, it was highly constructive that a 
Kjertain portion of ou'r advertising should be employed to deal with the used car. 

The committee recognized that the advent of the more attractive models in the 
low-price field will tend to aggravate the used-car situation and that anything that 
•could be done to dignify the used car and assist in placing the used-car business on a 
higher plane would be very constructive. In these directions dealing with the 
general problems involved, i t was agreed that General Motors could do the job just 
.as effectively as could the divisions and with marked economies. 

The committee, therefore, voted to continue this activity on an appropriation 
ôf $900,000 for 1928. 

The committee also approved as the theme of the 1928 campaign the advertising 
•of General Motors dealers as dependable used-car merchants and the opportunities 
-the used cars they take in trade offer car buyers, with an occasional repetition of 
•.the facts on "used-car allowances" which was the theme of the 1927 campaign. 

Again, at the February meeting of General -Motors sales managers 
the subject of the used-car situation was discussed. R. H. Grant 
presented an outline of the subject matter of a talk made by him at a 
joint meeting of the National AutomobUe Dealers Association and the 
Chicago AutomobUe Trade Association and stated that he was cover
ing the same ground at Chevrolet dealer meetings tlu-ougliout the 
-coimtry as bearing on the used car. Tlus outline appears quite com
prehensively to cover the dealer policy of the Chevi-olet Division, 
respecting the merchandising of used cars, as follows: 

1. We should not attempt to determine the attractiveness of a dealer franchise 
financially on whether or not a dealer loses money in his used-car operations. 
yVliether or not a franchise is a .good one .should always be determined by the per
centage of return on capital employed in the liusiness. In our organization with 
an average loss of approximately $20 on each new car sold on account of used-car 
"t-rading, the average return on investment is above 60 percent; consequently, as 
these figures are approximate for the last .3 years, it proves that the franchise was a 
good one even though there were sizable used-car losses. 

2. Oftentimes a dealer can make more money by having a reasonable loss in his 
•used-ca.r operations tlian he could bj ' attempting to make a profit. The reason 
for this is that the profit on his extra new-car sales more than overcomes the loss 
on tho additional used cars traded in, so by increasing his new-car volume and his 
-used-car inventory and losses, he lands at the end of the year with more profit 
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than with a more conservative policy which entails smaUer volume, less used-car 
losses, and also less new-car profit. 

3. The used-car problem is caused essentiaUy by the fact that iiew^ cars are 
built, so they will last and give reasonable service for a longer period of time than 
the average buyer wants to keep them. The reason for this is that the manu
facturer makes his new models so attractive that they appeal to the pride of 
ownership of that part of the public that can afford to change models frequently. 
The fact that the public who are in this financial position can sell their old cars 
at a depreciation which is satisfactory to them, enables the manufacturer to 
make more new cars and the dealer to sell more new cars than if every customer 
kept his new car until i t wore out. 

This being the case, we can see that the effect of the used-car business is to 
at least double the production of new cars each year. The manufacturer's job 
and the dealer's job is to sell the pubhc on taking on even bigger depreciation 
than they do at the present time so that we can get the benefit of holding up 
the volume of business and the dealer can get rid of some of the loss he now takes 
on used cars and thus increase his return on his capital employed. 

4. I t seems that the answer to the used-car situation as it appears at the present 
time is— 

(a) 
(&) 

id) 

(2) 

(3) 

(4) 
(5) 

Through dealer accounting find out exactly what the situation is; 
Set a deadline of losses so that the dealer in attempting to increase his 

new-car volume does not hit the law of diminishing returns from a 
profit standpoint; 

Through figures such as Chevrolet has in Used Car Appraisal Plan, 
guide dealers in their bids and seUing prices on used cars; 

Improve merchandising methods in the following way: 
(1) Teach appraisers to have a better knowledge of used-oar values; 

Teach dealers how to recondition used cars economically so as 
to increase their attractiveness on such a basis that his profit 
is increased rather than decreased because the selling price 
is raised; 

Improve the attractiveness of the used-car showrooms and 
used-car lots; 

Improve and put more intelligence into used-car advertising; 
See that the right number of salesmen are employed and that 

they are better educated in used-car selling than they have 
been in the past; 

and, finally, teach the dealer to have the same viewpoint as to his reputation and 
dependability in the handling of used cars that he has in the handling of new cars. 

In considering the matter of used-car stocks in the hands of dealers, 
it was stated that at the March 14, 1928, meeting of the general-sales 
committee: 

The opinion was expressed that de,alers should expand their conditioning 
facilities so that they wiU be more nearly in line wdth the demands of the peak 
selling seasons; in other words, the capacit}' of the dealers' conditioning facilities 
should be large enough to permit used-car sales to keep pace with new-car-sales 
during the peak selling seasons. 

Three months later, at the AprU 11, 1928, meeting of the general-
sales committee, attention was called to the fact that foUowdng the 
publication of advertising to the eft'ect that General Motors dealers 
ŵ ere dependable dealers, a number of letters had been received from 
dissatisfied used-car purchasers. The minutes of this meeting indi
cate quite clearly that General Motors Corporation did not wish to 
place itself in the position of assuming responsibUity for the dependa-
bUity of its dealers in then used-car operations, or for the quality 
of used cars sold. The mmutes state: 

Mr. Sloan stated that in his opinion the recent advertisement entitled "General 
Motors dealers are also dependable used-car dealers," is unsound foi- the reason 
that the superficial reader is apt to get the impression that General Motors stands 
back of any and aU used oars sold by its dealers. 
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Mr. Grant felt that there is a lot of educational work to be done by the divisions 
with the dealers before General Motors can run any advertising to the effect that 
its dealers are dependable dealers. 

Mr. Strong stated that i t would be much better for the divisions to get their 
dealers them.=5elves to run some advertisements of this nat\n-e, as in so doing the 
dealer's name would be at the bottom of the advertisement and he 'v\'oiild then 
recognize his responsibility to the public. 

After considerable discussion, a motion was introduced and passed that the 
"depend.'ible theme" be stricken out of General Motors used-car advertisements 
and that some other theme l)e adopted. 

In 1927 Motor Accounting Co. was formed by General Motors 
Corporation for the purpose of cooperating with all divisions of 
General Motors Corporation "in the matter of gettuig aU General 
Motors dealers to maugurate the proper accountmg systems as well 
as the proper auditing of then- books." After the accounting com
pany had developed accounting forms and established a field organi
zation to install the system among and audit the books of General 
Motors dealers, attention was turned to analysis of accounting-
reports received from dealers as a guide to factory policy respecting 
dealers. Among the subjects given special consideration were various 
phases of used-car merchandising in relation to profits of dealer opera
tions and the attamment of maximum new-car sales. 

In July 1929 the attention of the general sales committee was 
called to the desirabUity of making certain changes m the used-car 
inventory control forms of each of the divisions upon which General 
Motors dealers were required to report to then- used-car operations. 
I t ŵ as also pointed out that dealers were not keeping these records 
properly and i t was recommended that representatives of Motor 
Accounting Co. (the dealer accounting siibsicliary of General Motors 
Corporation) be assigned the duty of supervising the keeping of these 
records by aU General Motors dealers for whom the Motor Account
ing Co. made montlUy or quarterly audits. Tins recommendation 
was adopted by the general sales committee and the representative 
of the Motor Accountmg Co. who made the report on this subject 
was instructed to discuss the details of this work with the divisional 
sales manager. 

In November 1929 a representative of Motor Accounting Co. 
presented to the general sa,les committee a prelhninary analysis of 
dealer-operatmg statements showing the gross loss which the average 
100-car dealer m each division could afford to incur in used-car 
trading without impairing his profit position. The following state
ment was made respecting the use to be made of tins study: 

The chairman [R. H. Grant] pomted out that these figures are only guideposts 
and that i t remains for each division, in cooperation with Motor Accounting 
Co., to develop this thought further to determine what the figures should be in all 
cases; second, to sell this idea to his organization and see that the dealers under
stand and use the figures in the control of their operations. 

Two weeks later this subject was again considered by the general 
sales committee. The material presented at the November 6 meeting-
was reviewed and data were presented on the subject of the maximum 
amount per new car sold that dealers of each division "can afford to 
dissipate in used-car losses," and a representative of Motor Accounting 
Co. stated that beghming January 1, 1930, data showing the profit 
trend of each division's clealers would be available. Respecting the 
use of such data as guides to dealers the minutes contain the following: 

The chairman [Grant] pointed out that this subject is so involved that i t will be 
necessarj'- for the general sales managers and Motor Accounting Co. to work 



REPORT ON MOTOR VEHICLE INDUSTRT 221 
together very closely for many months before they -will be in a position to give the 
dealers reliable guides to their used-car operations. He stated further that in 
view of the importance of this subject, a whole meeting wUl be devoted to it, some 
time early nex-f year. 

On December 18 the general sales managers committee gave further 
attention to the subject of used-car trading, A representative of 
Motor Accounting Co, presented an analysis of the effect on the 
dealer's profit of making greater than average allowances for a limited 
number of used cars to obtain a greater new-car sales volume. Re
garding this analysis the minutes state: 

After considerable discussion i t was agreed that this analysis was constructive 
and the principle involved should be explained thoroughly to the field organiza
tions of each division and to the dealers. 

Tlie chairman [Grant] pointed out that since the use of accounting data is not an 
accounting problem but a management problem, the work of teaching the field 
forces and dealers how to use accounting data should be delegated to an assistant 
general sales manager, concentrating on this problem. 

After some discussion i t was agreed that an assistant general sales manager 
in each division will be assigned the responsibility of teaching the dealer account
ing and management programs to the field organization of his division and that 
Mr. Blees will hold meetings of these assistant general sales managers and the 
accounting managers of each division to develop these programs. 

By 1930 the practice of dealers infiating or "paddhig" the finance 
charges paid by installment buyers of used cars as a means of added 
profit, or of reducing losses due to overallowances, was made a subject 
of consideration by General Motors, Such padding has the effect of 
increasing used-car prices to the consumer wdth consequent tendency 
to reduce used- and new-car sales. On this pomt the general sales 
committee formulated the foUowdng policj^ to be pursued in the field: 

To Curb the current practice of some dealers of inflating the prices of used, cars 
financed through General Motors Acceptance Corporation, the chairman suggested 
that evorj'- month each General Motors Acceptance Corporation branch manager 
supply the division zone managers in their branch territories -SN'ith about 10 
instances of used-car iirice inflation by their division's dealers and that the zone 
managers be required to investigate these cases personally with the dealers. 

In April 1930 attention was given by the general sales committee to 
a study of dealer accounting data made as a basis for determining what 
might be done to reduce dealer mortality due to used-car trading 
losses wdthout decreasing the volume of sales of used and new cars. 
This subject was particiUarly important at this time because of the 
growdng efl'ects of the depression, Respectmg this study the minutes 
of the general sales committee meeting on April 22, 1930, state: 

The chairman presented an analysis of the current trends in the gross profits 
and expenses of dealers' used-oar operations during the past few years, together 
with projections for the current year. He stated tliat, in his opinion, it is neces
sary for each division to take a positive stand on the subject of used-oar trading 
losses and, at the same time, to initiate a strong new-car sales promotional effort 
to offset any tendency of this policy to decrease ne-w-car volume. In this way, he 
pointed out, i t will be possible for us to prevent these projected trends from 
materializing. 

The ohairman recommended the following measures for dealing with this 
situation: 

1. A campaign to increase used-oar gross profits (or reduce used-car gross loss) 
in each dealership. 

2. A campaign to reduce dealer expenses. 
3. A strong sales promotion activity to increase new- and used-car sales on a 

sound basis, 
4. A campaign to increase the dealers' profits from parts, accessories, and shops. 
5. New-oar schedules to be set in accordance with actual retail demand. 

l-l 

mmm 
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During the summer and fall of 1930 the general sales committee of 
General Motors Corporation gave attention to the effect that keeping 
used cars in stock for long periods has upon the profits of dealers. 
The mmutes of the general sales committee for July 16, 1930, state as 
follows respectmg the study made up to that date: 

A presentation of the relationship between used-car losses on cars sold within 
30 days and on cars sold after 90 days of the time taken in, was made by the sales 
section. According to this analysis the losses on the comparatively small number 
of cars held 90 days or longer are responsible for the greatest portion of the 
dealers' total used-car losses. 

Each general sales manager was requested to have his organization study the 
problem of accelerating the movement of used cars after they have been in stock 
over 30 days. 

Further detaUed study of this subject, continued in the fall of 1930, 
resulted in the formulation of defimte pohcy to be followed by the 
different di\dsioiis of General Motors Corporation as follows: 

In accordance with the request of the committee at the last meeting, Mr. 
Sullivan presented a more detailed analysis of used cars which remained in stock 
over 90 days, showing the individual history of some of these cars. This analysis 
brought to light the fact that the major losses on used cars that remain in stock 
for 90 days or longer is due to the decline in market price during this period. 

The chairman pointed out that this analysis furnished positive proof that 
keeping used cars in stock only results in pyramiding losses and that this problem 
should be attacked in an aggressive fashion by each division. 

He also called attention to the fact that iu many dealerships there is a .tendency 
on the part of the service managers to increase used-car reconditioning expenses 
so as to show a shop profit and suggested that this matter be thoroughly investi
gated in each division and active measures be taken to reduce this practice'so 
that the accounting data will more nearly refiect the true condition regarding 
used-car expenses and shop profits. 

He also proposed that at this time an active campaign should be initiated by 
each- division to increase the number of calls being made by new-car salesmen to 
balance our used-car efforts. 

Recognition of two conflicting elements is to be noted in the for
mulation of the policies recommended to aU selling di-visions of General 
Motors Corporation. These elements are: (1) 'That wUd tradmg re
sulting in used-car losses may mean financial faUure of dealers, and 
(2) that not to trade so liberally that used cars often are handled at 
no profit or even at considerablj'- less than cost means loss of new -̂car 
sales to General Motors Corporation. Therefore, the policy indicated 
by the above quotations steers a middle com-se, between extreme 
pressure on dealers to trade wUdly and helpful advice to dealers 
intended to minimize losses on trade-ins in order that a maximiun 
number of new cars might be sold with at least a minimum loss to 
dealers on cars taken m trade in connection there-with. This con
sideration of both phases of the used-car situ-r.tion is reflected in a 
statement of broad operating principles prepared by R. H. Gra.nt at 
the request of Alfred P, Sloan, Jr., for presentation to the general 
sales committee at its regular meeting on May 21, 1930: 

1. The divisions' job is to sell to the dealers the maximum number of new cars 
that can be sold by the dealers at a businesslike profit for their over-all operations. 

4. As much consideration and assistance -tvill be given to the dealer in his used-
oar operations as in his new-oar operations, 

4a. The cooperative advertising fund wiU be used for advertising used cars 
as weU as new oars, 

4b. A strong sales promotional effort will be maintained on new and used cars 
to move both on a sound basis. 

5. Every effort wiU be made toward reducing the dealer's expenses wherever 
possible without reducing the effectiveness of his operations. 
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7, Active steps will be taken to tcacli our field organization liow to use account

ing data in guiding our dealers to secure volume and make a business return on 
investment. The aim of each division -Ti-ill be to have tlieir dealers make a net 
prof.t on their combined ne-w aud used car operations, 

14. Where dealers sliow a gross loss on their used-oar operations, the divisions 
will reduce .sucli losses to increase the net profits. This eft'ort will continue until 
the net profit from ovei'-all operations is satisfactory. 

These "principles," quoted selectively from among a larger group 
of principles covering the merchandising of both new and used cars, 
as indicated by the numbering of the paragraphs quoted, set forth, 
the general policj- of the General Motors Corporation respectmg used 
cars. The principles thus enunciated in 1930, with, only mdnor 
changes, appear to be those in force for .the corporation and its 
various divisions in subseciuent years. 

Durmg the past 8 years other studies of various phases of the used-
car problem have been made from time to time. For instance, from 
a study ma-de early in 1931 it w-as concluded that if the same forces 
that had caused used-car volume to rise at a steady rate relative to 
new -̂car volume, continued in effect, the trading ratio would probably 
rise eventually to approximately three used cars per new car, Tliis 
study also indicated that the rise in tradmg ratio increases dealer 
capital requirements and used-car losses. Respecting tins study the 
minutes of the general sales commUttee meeting on April 8, 1931, 
state: 

The chairman [R, H. Grant] stated that the purpose of this study was t-o call 
attention to the fact that the more satisfactory current used-car situation should 
not be allowed to confuse the used-car issue and that we still have a great deal 
of -work to do before we can feel that we have permanently improved the used-car 
situation. He stated tiiat a big management job lies before us to offset the 
economic trends indicated by tliis studj', by getting our dealers to a point where 
they at least break even on the new- and used-car operations. He stated further 
that in his opinion if this issue is met squarely there will be no shrinkage in new-
car volume but on the contrary both our new-car and our used-car position -^'ill 
be materi.<<.lly improved in the long run. 

Work on the pajt of Motor Accounting Co. intended to increase 
the accuracy of the profit showing of dealers' reports submitted to 
the companĵ  by setting up a reserve for used-car losses on_ cars carried 
in inventory at the end of each month in 1931 resiUted in a plan to 
include in clealer accoimts, as set up by Motor Accoimting Co., a 
reserve to cover probable losses or profits on such imsold used. cars. 

At the depth of the depression the general sales committee of 
General Motors Corporation gave particular attention to the used-car 
situation as a factor limiting the abUity of clealers to purchase new 
cars. The minutes of the general sales committee for January 14, 
1932, state that— 

The chairman [R. H. Grant] commented on the fact that the used-car position 
of many dealers is making it impossible for them to purchase new cars from the 
factory, and under the circumstances he felt that only the usual selling activities 
would be justified throughout the month of February with no extra expenditures 
for advertising, etc., on the grounds that the used-car market in February will 
not respond to such treatment. 

Beginning with March, ho-(\'ever, he stated, the policy should be to encourage 
used-car advertising and repricing of inventories so as to move the stocks more 
readily in the market. 

He [R, H, Grant] stated further that it is apparent more selhng effort -wiU be 
required in March and April on used cars which will necessitate the employment 
of extra used-car salesmen during these months and, therefore, each division 
should strive to increase the number of used-car salesmen employed by their 
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-dealers during these months, with the imderstanding that this increase is purely 
temporarj'. 

As a further aid in the direction of moving used cars in March and April, Mr, 
Grant requested each division to consider the diversion of a portion of their 
^idvertising appropriation to used-car advertising during this period. 

Evidence of the closeness with which the effects on dealers of used-
-car merchandising policies and programs set up by General Motors 
Corporation for its dealers were w-atched is to be noted from the 
following from the minutes of the general sales committee meeting 
on February 10, 1932: 

The chairman [R, H. Grant] stated that in connection with our efforts this 
spring to reduce used-car inventories it is necessary to make sure that reductions 
in used-oar inventories are nvt foUowed by increases in notes and accounts re
ceivable and that in appraising the results of used-oar inventory liquidation by 
zones, due allowance should be made for any increase in notes and accounts 
receivable which may have occurred in the course of the campaigns. 

In Jmie 1932 the question of re-vismg the dealer accounting system 
•of General Motors Corporation wdth the object of elimmatmg from 
used-car inventory values over allowances made on trade-ins by 
•charging overallow^ances in excess of appraisal value of used cars 
against the new-car department was discussed wdth the foUoAving 
results: 

The chairman [R. H. Grant] stated that in the course of his recent trip, several 
dealers had pointed out the advantages to be obtained in the control of their 
businesses by charging any aUowances made for a used car in excess of its true 
appraisal price against the new-car department. Among the advantages of t.his 
metiiod, he pointed out, were that the inventory was alwaj's at true cost and 
the overaUowance charge in fact is a discount on the new car and is reflected 
as such. 

This method was discussed in detail b}' the committee and it was agreed that 
i t should be incorporated in the standard dealer accounting procedure on January 
1, 1933. 

In the course of the discussion of the previous item, the question was raised 
as to the correctness of the present policy of charging used-car reconditioning 
costs against the used-car department. The chairman [R, H, Grant] requested 
Mr, Skutt to prepare a complete analysis of this question to be presented to the 
•committee at a subsequent meeting. 

Further discussion of this matter was had at the meeting of the 
general sales committee in August 1932, as mdicated by the foUowdng 
from the minutes of the committee meeting held on August 10: 

Mr. Zack presented the management service's proposed method for oarr3"iug 
out the provision agreed upon by the committee at the ,lune 15 meeting "that 
effec-tive January 1, 1933, the standard dealer accounting system should provide 
for taking used cars into inventory at appraisal prices and charging any allowances 
made for the cars in excess of the appraisal prices to a special account in the 
new-oar department. 

In the course of the discussion, the question was raised as to -whether this 
procedure was to apply only on new car trade-ins or also on trade-ins accepted on 
the sale of used cars. I t was agreed that at the next meeting of the committee 
the management service should present an analysis of this phase of the problem. 

The question -was also raised as to whether in determining the appraised value 
of a car, estimated or actual reconditioning expense should be used. After some 
discussion it was also agreed that this point should be covered in the subsequent 
presentation. 

Early Packard policy,—Other manufacturers gave attention to the 
used-car problem as i t affected the sale of their particular products. 
Manufacturers of lugher-priced lines appear to have taken the lead 
in tbe development of definite usecl-car policies, plans, and ad-vdce to 
dealers respecting their merchandising. Packard Motor Car Co., for 
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instance, devoted 10 prhited pages in its 1927 Manual of Practice^ 
for Wholesale Managers to the subject of used-car merchandising. 
In summarizing the facts underh-mg the situation, tlie Manual stated 
that the elimination from the automobile mdustry of used-car tradmg 
could not be hoped for; that the problem would undoubted^ grow 
in size and importance from j'ear to year; that the usecl-car clivision 
of the retail automobile business must be considered as a legitimate 
component part cf the business equal to, if not of greater importance 
tha-n, its other divisions; that its successful operation depends upon 
the employment of high-gra-de administrative ancl selling talent, and 
that in the final analysis the used-car problem is essentiaUy a problem 
in merchandising. 

Si-X methods of handling the used-car problem by dealers were 
outlined as follows: 

1. For the dealer not to trade at all. This was characterized as 
unsatisfactorj^ because approximately 85 to 90 percent of new-car 
sales involved trade-ins. 

2. Sale of used cars on consignment. Under this arrangement the 
dealer sold the trade-in for the new-car buyer and charged a commis
sion of from 10 to 20 percent of the selUng price of the used car. 

3. Trade for pajt value. Under this plan the dealer allowed the 
customer a price wdiich he felt sure might be obtained for the used 
car and, in case of sale for more than the price allowed, paid the 
balance to the customer. This plan was not recommended because 
of the x^ossibility that if the used car was not sold for as much as w'as 
a.Uowed for it, it nught be difficult for the dealer to collect from tho 
customer any balance due on the allowance. 

4. Trade outright. Under this plan the dealer bought the old car 
making an outright allow ânce ancl resold it . I t w'as pointed out that 
this undertaking of the merchandising of used cars required the 
establishment of a used-car department operated under a used-car 
manager. 

5. Deal with a used-car dealer. Under this jilan the new-car dealer 
would allow for the used car wdiatever a usecl-car dealer offered for it . 
I t was pointed out, however, that in case of the use of this plan the 
new-car dealer must avoid loss of new-car volume due to too con
sistent attempts on his part to buy used cars at less than the market 
price in order to sell them to usecl-car dealers, 

6. Operating a used-car exchange. Under this plan several local 
dealers might form a cooperative used-car market through wdiich all 
used cars would be purchased by a single appraiser employed by the 
cooperative exchange which must be so operated that i t would not 
accumulate a stock of dead cars or lose money for the cooperating 
dealers. I t was stated that this plan looks easy but turns out to be 
quite difficiUt, I t w-as stated that the plan had been tried out many 
times without success. 

In outlining a policj'- to be pursued by dealers it was definitely 
stated that new'-car business never should be bought wdth over-
allowances. Dea-lers were advised not to buy out-of-date, obsolete, 
or obsolescent models, orphan cars, cars of makes that were locally 
unpopiUar, cars of too expensive a tj'̂ pe for the prevailing used-car 
market, cars needing extensive repairs or overhauling or showing 
excessive use or abuse, and cars not nationally advertised or those 
made by manufacturers w-hose products were in bad repute. 
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Dealers were thus advised to trade conservatively in the purchase 
of used cars. They were also advised to recondition all used cars, 
to place the used-car business under a used-car manager and separate 
sales force, to advertise and price according to the local market rather 
than according to national used-car manuals, to give 30 days free 
service and a 90-day guaranty on used cars and especially to exercise 
care to prevent the accumulation of a large inventory of used cars. 
In this connection it was definitely recommended that the used-car 
inventory should be turned over quicklj^, preferably nine times and 
in no case less than sis times per year, and that to attain this no mdi
vidual used-car unit should be permitted to remam unsold for a period 
longer than 60 days. 

Materia] obtained covering Packard policies in recent years does not 
indicate any great change in basic policies. The merchandising of 
used cars by dealers has come to be recognized as the prevailing prac
tice and clealers a.re urged to so conduct their used-car operations as to 
make the maximum number of new-car sales, both to Packard owners 
and to owners of other makes. Sales by Packard dealers to owners of 
other makes became of special importance to the Packard Co. when 
the light Packard, model 120, was jUaced on the market in 1935 to 
sell in competition wdth cars of other manufactiu-ers in the medium-
price class. (See p, 233 below,) 

Early Chrysler policy.—Chrysler Corporation, formed in 1925, does 
not appear to have given special attention to the subject of used-car 
merchandising as a means of increasing new-car sales until several 
years later. With the acquisition of the Dodge hne and its established 
dealer organization, ancl the development of its three separate sales 
divisions, respectively, for the Chrysler-Plymouth, De Soto-Ply
mouth, ancl Dodge-Plymouth combinations of its products, more 
attention appears to have been given to what tlie Chrysler Corpora
tion's general policies should be respecting the merchandising of used 
cars. The policies developed have taken definite form since 1930 and 
more properly belong in the discussion of present used-car policies 
outlined in the pages immediately following. (See p. 230.) 

SECTION 2, MANUFACTURERS' USED-CAR POLICIES I N RECENT YEAES 

The preceding discussion has covered in considerable detail the 
studies made of used-car merchandising by General Motors Corpora
tion with the resiUtant forma^tion of factory policies respecting the 
merchandising of used cars during the. period 1925-33, In general 
the poUcies formulated are typical of those of the larger manufacturers 
in effect in subsequent years. The suminar.y is now completed by 
setting forth in concrete manner the used-car policies of typical large 
manufacturers m 1938. 

General Motors Corporation.—As described at some length in the 
previous section, General Motors Corporation had developed its used-
car policy quite definitely prior to the period that the Automobile 
Code was hi efi'ect from October 3, 1933, to Maj^ 1935, After code 
restrictions on used-car trading were discontinued as a result of the 
invalidation of National Industrial Recovery Act on May 27, 1935, 
the company has contmued to operate under used-car policies similar 
to those developed prior to the beginning of N. R, A. in 1933. 

Ford Motor Car Co. policy.—The Ford dealer agreements for 1938 
and 1939 do not specifically set up any requirements as to the manner 
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in wdiich the dealer shaU handle used cars. The agreement states, 
however, that dealers shall maintain a place of business; install 
ancl maintain tools, machinery and equipment recommended by the 
•company; employ efficient, competent salesmen and sufficient com
petent service mechanics to render prompt, efficient service to owners 
of company products; and to, in general, conduct his dealership in a 
manner acceptable to the Ford Motor Co. Therefore, the policy of 
Ford Motor Co. respecting the handUng of used cars is to be found hi 
its manual for usecl-car merchandising, in its instructions to its field 
force respecting used-car merchandismg and in the manner in which 
these instructions and policies are applied by the field force in theh 
contacts with dealers. 

Ford Motor Co. has prepared a used-car manual for its dealers 
entitled "Modern Used Car Merchandising." This manual, issued 
in 1936 and stUl in use in 1938, discusses in detail the problem of the 
used car in relation to the sale of new cars. The foUow îng paragraphs 
quoted therefrom indicate the procedure recommended to its dealers 
by Ford Motor Co, 

The purchase of each used car is an individual transaction. Each unit should 
be judged upon its own merits, as the dealer should avoid the two extremes in 
poor merchandising of used car,s—one extreme being the turning away of profit
able business through application of rigid policy to aU transactions, and the other 
extreme being the buying of unprofitable business through failure to properly 
regulate used-car allo-n-'ances. 

Too often the purchasing and trading of used oars is regarded as merelj- one of 
several steps in -the seUing of a new unit, and not considered in the light of an 
important, individual transaction. Actually, such a transaction is a definite 
purchase bj ' the dealersliip—as definite as though money were taken from the 
bank and given to the customer. 

I t is a -R'ell-known fact that used cars and trucks in the right condition, and 
properly priced, will sell promptly. 

So the first step in used-car merchandising, and the one -which is important 
above all others, is to have your used cars and trucks in good condition. 

Promptness in conditioning is as important to the dealer as is the quality of the 
•work. 

Tills is a matter in which'tlie efficiency of the service department is a very vital 
influence. 

If used oars or trucks are pushed aside and worked on at odd moments they 
remain too long on hand, and loss to the dealer results. 

If they are handled promptly in the regular line of business they, are, as a rule, 
promptly sold. 

Investigation shows that the majoritj ' of losses on used cars are taken on those 
which remain on hand for more than 30 days before they are sold. Declining 
market prices, the deterioration of the units, and other factors are the cause of 
this. 

The fact that a used car or truck is in inventory at a figure in excess of its actual 
retail value, is no good reason for placing a retail price upon it which is more than 
a purchaser should pay. 

Holding i t at such a price means that it cannot normallj' be expected to sell. 
If i t is sold at an exorbitant figure the chances are it will eventuaUy come back 

through repossession. 
Price in accordance -with the market value of your merehandise, and in accord

ance with the qualitj"- of its condition. That policy will pay you dividends in the 
form of a liquid stock and a- rapid turn-over in the used car department, permitting 
extension of your new car business, 

.Each dealership should employ sufficient exclusive used car salesmen to handle 
its volume of business. In volume dealerships at least, the ratio should never be 
below two used car salesmen for each tliree new car salesmen. 

Under today's trading conditions a dealership must handle at least one-and-one-
half used cars for each ne-w car sale. I f each of the three new car salesmen 
referred to in this r,atio produces one new car sale, i t follows that at least 4H used 
cars must be sold. Thus the job, in units, of the used car salesman is greater than 
that of the new oar salesman, although not in dollar volume. 
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Be sure you have sufficient manpower of the right caliber to do the job for you. 
Make it your objective not just to take care of your current inventory, but i;o 
increase the merchandising capacity of your used car department with a view-
to increasing your new car and truck business. 

Successful dealers are making iutelligent use of used car and truck wholesaling 
and auctions, the former to prevent the accumulation of distress conditions, and 
the latter to relieve such conditions when the.y do exist. 

Experience proves that 2 percent of your used car inventory is a good figure for 
your advertising appropriation for the following month. 

Radio, newspaper display and classified advertising, billboards, and direct mail 
all have their place in a well-planned used oar and truck advertising campaign, 

U.sed cars and trucks divide natursilh' into three groups: 
The highest priced used cars and trucks whicli must be thoroughly conditioned 

and comprehensively guaranteed. 
Tile medium priced used cars aud trucks which must be put in good working 

order, and protected by a definite and responsible guaraiit\'. 
The very low priced used cars and trucks which must be disposed of by sale to 

retail customers on an "as is" basis; by wliolesaling; or bj^ junking. 
In determining tlie national trade name for Ford and Lincoln-Zephyr dealers' 

used oars and trucks, we have recognized this natural division of price and quality 
groups. 

For the highest-pi-iced used cars and trucks we have selected the designation 
"R & G." 

"R & G" stands for the things -which a used car buyer wants at the proper price. 
I t means "renewed and guaranteed." 

For the second line we have selected another trade name which is in wide use 
among dealers. This trade name is "Square Deal Values." 

A square deal value will be a car or truck which, while i t does not meet the 
R & G specifications, represents full value for the price, and is honestly repre
sented as to its exact condition. 

In guaranteeing the condition of a square deal value, visible parts of the car 
are specified "As Is" since the purchaser can see their condition with his own 
eyes. Mechanically, it is guaranteed to be in good working order, with the 
exception of any condition noted in writing on the guaranty certificate. 

Aiij"- unit which cannot be sold as either an R & G unit or a Square Deal Value 
should be quickly wholesaled or turned over immediately on an "As is" basis. 
Thus, the dealer will have a merchandising policy covering his entire line of used 
cars and trucks. 

The R & G cars and trucks wiU be guaranteed to meet the stated specifications 
in every respect, and the square deal values will be guaranteed to be in the con
dition which is stated in -wi-iting on the guarantee certificate. In both instances 
the dealer's liabilitj" is limited to correcting, at his own expense, any condition 
not in accordance with the specifications or the guaranteed condition -which is 
caUed to his attention by the purchaser -nuthin 10 days. 

In our research mto the methods in use bj ' dealers we were forcibly impressed 
with the extraordinary success of one policy which many dealers are using. 

This is the unconditional, unqualified, money-back clause in the guaranty. 

This guaranty, which the dealer manual characterizes as the 
surest and quickest way of overcoming used car and truck resistance, 
is given in the sale of both "R & G" and "Sciiiare Deal Value" cars. 
The guaranty is as follows: 

We agree to correct at our expense any condition in this car or truck which is 
not in accordance with the above specifications, provided that we are notified 
by the purchaser of this condition -within 10 days from this date, and further 
provided that such condition is not the result of accident, neglect, or abuse of the 
car or truck after delivery to the customer, and that the car or truck has not been 
repaired or altered outside of our shop during the guaranty period. We further 
agree that we -null refund such part of the purchase price of the car or truck as 
has been paid by the purchaser, including any used car or truck applied as part 
payment or, at our option, the allowance price thereof in cash, thereby canceling 
the sale if the purchaser so requests; provided that this request is made by the 
purchaser at or before o'clock on , 19—, and the oar or 
truck is then returned to us in the same condition as when delivered. 

The paragraphs quoted above from the Ford Used Car Merchan -̂
dising Manual set out a used-car merchandising plan for dealers 



Illlll 

REPORT ON MOTOR VEHICLE INDUSTRY 229 
respecting which Ford Motor Co, assumes no responsibility beyond 
that of having developed and recommended i t to dealers. Bej-ond 
this, the position taken by the Ford Motor Co, is that the handling of 
used cars is the individual dealer's problem and the skill with which 
it is handled by the dealer will largety determine lus success or failure. 
Specificalty respecting the assumption of responsibility by the factory 
Ford Motor Co.'s Business Management Manual prepared for the 
guidance of factory field men outlines the policy to be pursued in 
advising dealers regardhig used car merchandismg and states specifi
cally respecting the assumption of responsibility to be assumed by 
Ford Motor Co, as follows: 

The attitude of some dealers to the effect that the used-car problem must be 
assumed by the manufacturer cannot be accepted. The Ford Motor Co, has 
designed and placed into the hands of its dealers a national used-car plan of proven 
soundness. The success of this plan depends entirely upon its application by the 
dealers. The adoption of a national plan -null overcome the e.xisting lack of 
confidence on the part of the buyer. The specific classification and guarantee 
of the "R & G" car, as -well as the money back guaranty will tend to build con
fidence and greatly increase the dealer's opportunities for a successful used-car 
operation. 'The used-car plan has met with no opposition but, like numerous 
other programs, its acceptance has been much too passive. Branch business 
management representatives should be instrumental in convincing dealers of the 
necessity of accepting this plan and pushing i t on an aggressive and cooperative 
basis. 

In general the companĵ  proceeds on the assumption that the solu
tion of the used-car problem ig largety in developing better-trained 
dealers who will buy used cars properly, recondition, display, adver
tise, and sell them ra.pidly and thereby increase the total volume of 
sales, both of new and used cars. To this end. Ford Motor Co. 
follows the policy that the more contacts and appraisals a dealer 
makes the better will be his position to select used-car deals. With 
this object the Ford Motor Co, used-car program since 1936 has 
included, in addition to the general merchandising plan outlined above, 
a plan under which names and addresses of used-car prospects and 
mailing pieces to help the dealer's salesmen in getting in touch igith 
them are offered to the dealer. Formerty, printed sales helps^d-
dressed to possible prospects were mailed out by R. L. Polk & Co. 
which company furnished; lists of owmers addressed to the dealers 
concerned. Ford Motor Co. paid" R, L, Polk & Co. for this work and 
billed the dealer for hke amounts. Dealers were not consulted about 
the mdilings and if they objected to paying for them. Ford Motor Co. 
charged them to the dealers' parts accounts. Under the 1939 plan, 
these sales helps are ordered by the dealer from R. L. Polk & Co. of 
Detroit, Mich., in such quantities as the clealer may desire. The 
order form for these sales helps must be signed by the dealer and 
countersigned hy the Ford zone manager and be accompanied by 
the dealer's check. Thus only since this inquiry got under way has 
the dealer been given the privilege of ordering, with the approval 
of his zone manager, such sales helps as he may wish. In submitting 
this plan to dealers, J. R. Davis, general sales manager. Ford Motor 
Co,, states in a letter dated January 14, 1939: 

Do not take on this plan unless you believe in i t and intend to operate i t . 
Remember, -we are merely asking you to get the bu,sirjess from your territory. 
If you can fulfill the obligations mentioned above, -without the assistance of this 
program, you are free to do so—and more po-̂ 'er to you! 

But if you have not developed a plan of your own, comparable in its possibili
ties with this one, we ask that you adopt this plan, and operate it as the most 
important phase of your work in Z939, 

lilli 

immi 
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Tlus quotation appUes to the entire merchandising plan for 1939 of 
W'hich the used-car pla,n is only one part, 

Chrysler Corporation policy.—About 1931 Clu-ysler Corporation 
began to compile and issue information to assist its clealers in mer
chandising used cars. In 1935 tins ser-vice w-as subdi-vided among 
the Chrysler, Dodge, and De Soto sales divisions and since that time 
each di-vision has had its owm used-car service division, Thereafter, 
each sales division developed and applied its own used-car policies 
along lines simUar to those described below for Clu-ysler sales division. 

In October 1935, after the termination of code activities, a used-car 
representative was assigned to each of the 15 regional offices of the 
Chrysler sales division to assist in training Chrysler field representa
tives respecting used-car merchandising. Since February 1936 
district representatives have carried on the work thus inaugurated 
by men assigned directly from the factory. 

In June 1936, Chrysler sales divdsion of the Chrysler Corporation 
inaugurated what was kno-wn as the Chrysler used-car merchandising-
improvement program. As outlmed to all regional, merchandising, 
and district managers of the division, this plan contemplated the 
careful checkhig of dealer operations respecting used cars wdth the 
object of eliminating what the plan styled 10 negatives in the practices 
of dealers. Careful inspection was to be made by Chrysler field 
representatives to see that each of the foUo-̂ ving- conditions was cor
rected in case it was foimd to exist in the used-car operations of each 
dealership: 

1. Not in salable condition on display. 
2. Not priced competitively. 
3. Not displayed competitively. 
4. Insufficient used-car salesmen. 
5. No exclusive used-car manager, 
6. Not reconditioning within 48 hours. 
7. Not using inventory-control record. 
8. Not over 30 percent over 30 days in stock. 
9. Not getting at least a 30-day turn-over, 
10. Not over 5 percent junkers. 
Regular reports were to be made by field representatives covering 

the negatives found to exist in each dealership, and the progress sub
sequently made in bringing about their elimination. Specific instruc
tions were issued to the manufacturer's field force respecting the work 
to be done and the conditions under winch each of the negatives found 
to exist would be checked off the list as eUminated. 

In setting up this plan, Clirysler Corporation established _ 10 
definite requirements for its dealers and the plan of administration, 
including reports covermg the points on which the dealers' operations 
failed to qualify and the progress made in eliminating the so-called 
negatives, constitutes a definite program with which dealers were 
requh-ed to comply. The plan was to be conducted as a contest hi 
winch the progress made by the different regions in eliminating 
the negatives found to exist was refiected in the summarization of 
regular reports following visits of field men to places of busmess of 
their dealers. 

The plan as outlined to dealers states that to insure profits, exces
sive used-car losses must be prevented. Dealers were advised to 
reduce their used-car inventory by sales in case they were ovei-stocked 
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and especially if they had a number of cars on hand for a period of 
more than 60 days. I t was recommended that all cars be recon
ditioned promptly, placed on sale, and that they be advertised ancl sold 
rapidly to prevent accumulation of loss tln-ough obsolescence and 
decreasing selling value. 

In August 1937 Chrysler sales divdsion of Chrysler Corporation 
called the attention of all regional merchandising a.nci disti-ict managers 
to the fact that, in many localities, used-car stocks were considerably 
in excess of the normal supply ancl that it was most important that 
these inventories be reduced as soon as possible. Among other things, 
the bulletin stated: 

As mentioned in my letter to the dealer organization under date of August 2, 
used cars carried over into September are likely to remain on hand throughout the 
winter with the resultant tying up of capital -n'hicli can be used to better advantage 
in the fall new-car selling season. 

To assist our dealers in reducing excess used-car stocks, national dealers, 
used-car sales week (August 30 to September 6) has been developed and is de
scribed in detail in the enclosed broadside. 

Briefly, the plan is this: 
A kit containing pennants, store front banner, and newspaper electros has been 

prepared and is being offered at a very attractive price. 
In those towns -where dealers order one or more kits and further support the-

campaign with a reasonable amount of classified advertising, we wiU schedule— 
at our expense—two display ads similar to the proofs enclosed in the broadside. 
Because -this activity is national in scope, the factory-paid advertising will not 
carry the dealers' signature. Consequently, i t is expected that all Chrj'sler dealers, 
in multiple-dealer towns will participate in the campaign. 

A list of dealer points reporting above-average used-oar inventories has been 
sent to every regional manager and we expect active participation by every-
dealer on this list. I t is only by a substantial reduction in used-ear stocks that 
these dealers wiU be in a satisfactory financial condition to handle new-car business, 
in the fall. 

This is the first time we have offered factorj'-paid used-oar advertising and the-
Buccess of the present campaign will govern our future policy on promotion of this 
character. 

Every member of our field organization is expected to put extra effort behind 
this ac-tivity and kit orders should be forwarded as soon as possible to insure 
delivery before August 30. 

While the campaign covers but 1 -n'eek, every dealer should be urged to con
tinue an intensive used-car sales drive tliroughout the month of September in 
order to reduce his inventory to a safe level by October 1, Used cars should be-
properly reconditioned and junkers should be junked. 

In the past we have had some difficulty in detei-mining the actual condition 
of used-car stocks in the field, due to incorrect reporting on Saturday noon reports. 
Unless these reports reflect a true picture of conditions in the field, i t is impossible-
for us to function at top efficiency at the factory and we cannot emphasize too 
strongly the necessity for accurate used-car information from every direct account 
on every Saturday noon report. 

In further recognition of the importance of reconditioning used 
cars, the question of establishing a used-car reconditioning department 
within Clirysler Corporation ŵ as discussed by Chrysler executives 
on November 17, 1937, with, the following results as indicated by the-
minutes of Chrysler general-sales conference meeting No. 57: 

Mr, Moss submitted a proposal for the establishment of a used-car recondition
ing depa,rt.ment within Chry.sler Corporation, The foUowing recommendations-
were contained in this proposal: 

"Appoint a used-car reconditioning manager, establish a procedure and set up-
at Detroit an ideal dealer operation as the first step. 

"Select one or more service representatives in each region and bring them into 
Detroit for a complete reconditioning training, 

"Set up a reconditioning clinic in each regional-office city to train field per
sonnel. 
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"Hold metciiigs in cities with dealers selected by the regional managers. 
"Set up and train one Dodge, De Soto, and Chrysler dealer in each regional-

'OfHce city, equipped and trained to do this reconditioning," 
I t is believed that through the use of the reconditioning equipment which has 

been demonstrated to the sales managers that a dealer can recondition a used 
-car in 48 hours at a saving of from $5 to $10 per unit. 

Mr. Moss estimated the cost of such a program would be $108,000, 
I t was the feeling of the conference that the used-car situation was most im-

•portant .and that the program outlined by Mr. Moss was an excellent one, but 
-that we would not be w-arranted in an expenditure of $108,000 for such an elaborate 
set-up. Rather, i t was the opinion that this should be tried in some of the 
branch cities, such as Detroit, Chicago, New York, etc., before going into it on a 
national scale. 

Some'months later, in July 1938, the usecl-car merchandising 
'department of Chrysler Sales Division inaugiu-ated a usecl-car inven
tory and anal.ysis procedure for dealers. Meetings were held in each 
of the 15 regions of the Chrysler Sales Division, at wdiich district 
managers were advised with reference to assisting dealers in solving 
their used-car problems. For these meetings definite forms and ma
terial were prepared by the sales division, and at the meetings the 
idistrict managers and other field representatives present used the 
material prepared in wwking out sample inventory procedure wdiich 
i t was deshed that dealers adopt and follow. The object of these 
meetings was to train the district managers to enable them to explain 
to individual dealers how to use the used-car inventory forms pre
pared by Chrysler Sales Division, Actual examples were worked out, 
using the records recommended for dealers, and the methods to be 
followed in purchasing, reconditioning, pricing, advertising, and selling 
used cars were explained. In these training meetings it was again 
•emphasized that dealers must liquidate their used-car stocks before 
fall if they were to be in a position to handle the new cars -that they 
would want. 

The reports of Clirysler field representatives examined in connection 
with tins inquiry indicate that Clu-ysler Corporation gives consider-
•able attention to the used-car operations of its clealers, particularly 
with the object of keeping used-car stocks dow-n to a minimum in 
order to release dealer capital for use in the ma.king of new-car sales. 

Chrysler Corporation field representatives from time to time report 
the results of surveys made respecting used-car stocks and operations 
of dealers. Such a report, under date of December 13, 1937, covering 
a visit to a dealership in Cleveland, Ohio, stated: 

The prices Mr. was willing to take for his used cars were. competitive 
until the very low prices that have been advertised in the last few weeks. These. 
advertised prices have been so low as to be absurd, and yet they do not seem to 
secure the business. 

Mr, •— does a fair amount of newspaper advertising but has been very 
much disappointed in tlie results obtained. Attached is a copy of an ad that 
Mr. just ran, but with little reaction, although he plans to run i t again. 
Post cards are l^eing used, and former used-car purchasers are being solicited. 
Attractive used-car specials are painted on the windows at all times, 

Mr, 's salesmen are, and have been, concentrating on used cars. They 
will continue to do so. Handbills are going to be used. Further bargain appeal. 
on the windows. With Mr. 's restricted capital position it is hardly possible 
to meet the heavily slashed prices of the present market. He realizes it is very 
necessary for him to reduce his used-car inventory and is bending every effort 
to that end. This wiU be followed closely. 

The type of aictivities carried on' among clealers is indicated by the 
foUowdng from a daily report by a Chr3'-sler sales representative under 
date of February 10-11, 1938:" • " 
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A junking program is going on in Elyria no-sv—49 last week and 17 today. A 

few months ago 125 units were unsalable and needed to be junked. Between 
the aid of Kimball, sales manager, and myself have been successful in making 
Mr, Meyer give his consent to let them go. I t was a long battle, which lasted a 
long time. 

We are getting organized to strive for a 30-dajr turn-over, which can be accom
plished if everyone works together "toward this goal. Registration lists, prospect 
files, daily work sheets, retail-sales procedure wiU be enforced. The men got a 
lot of good out of the meeting, and I believe a better turn-over will be reported 
in the near future. 

The used-vehicle store next door is to be revamped. More attractive and 
larger display space will result, 

A houise-to-house canvass has been started, with certain men taking certain 
streets. Too early to report on this activity. 

W. N . Frink, another Chrysler field mxan, discussed the operations 
•of a clealer in his territory as foUows in a daily field report dated 
August 26 and 27, 1937: " 

Conditions used cars too slowly. Parts depa,rtment stuck away in a dark 
-corner of the shop. Tools scattered around shop carelessly. Short-handed in 
the shop, allowing little time to work on used cars. Dealer resented sugge.stions 
.at first, acting as though he knew more about the automobile business than the 
management. I t did not take long to convince him that we, too, knew tliis 
business—then he came to life and talked sense. Agreed to bring parts depart
ment immediately behind showroom, with proper modern arched opening and 
-showcase entering into showroom. Agreed to need for proper tool care and dis
play board. WiU junk a number of cars at once. Will put up proper lights on 
used-car lot and keep cars clean, making one man responsible, and will continue 
his painting and oleaning-up program. * * -i-

I am sure he can bo made over as we wish, as his attitude -when I left was 
^satisfactory and he could see that we would help him. 

I n this ])articular instance i t is to be noted that unsatisfactory 
ha.ndling of used cars was one of a number of factors cited which 
made this dealer's operations unsatisfactory. 

Packard Motor Car Co, -policy.—As previously indicated, Packard 
had a compa-ratively definite used-car policy as early as 1927. Much 
of this policy remains unchanged in recent years. As a result of 
various different studies made by the companj^ policies have been 
varied somewdiat and additional steps have been taken that are in-
lended to help dealers in the merchandising of used cars. 

On March 4, 1936, W. M . Packer, sales manager, Packard Motor 
Car Co., addressed a letter to all Packard distributors and dealers 
•which outlined regulations for operating a jimking plan under which 
the Packard Co, set up a junldng fund on the basis of $25 for each 
new "120" deUvered at retail by the cUstributor or dealer during 
March and April 1936. This fund was to be set up separately for 
-each dealer and distributor, and payments were made through dis
tributors as cars were junked. The $25 w-as set up for each new car 
-sold except demonstrators. The object of tins junking fund was to 
increase the sales of the light Packard "120" in its medium-price class. 

Packard makes large use of indep end en tty owned distributors, ŵ ho 
in turn contract wi th retail dealers. Under this S3'̂ stem of distribu-
•tion the dealer's agreemen t is wdth the distributor rather than directly 
with the manufacturer, and the interpretation and passing on of 
Packard policies to the distributor's subdealers is actually performed 
by the distributor, wdio becomes the actual agency pressing dealers 
to make large allowances on trade-ins as a means of increasing new-
'car sale?. An instance of the lengths to w^hich distributors ad-vise 
their subdealers to go in making allowances is to be noted in the 
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foUowdng, quoted from a letter addressed hy C. A, Goodwin, assistant 
general sales manager for Packard Motor Car Co, of New York, an 
independently owned distributor, to all dealers under date of Julv 
20,1937: 

We are quite certain that most of our dealers have been, for some time, ex
tending themselves in the way of trade-in allowances. As tune goes on, in order 
to meet the competitive situation, it will be necessary to stretch these allowances 
to the limit, and perhaps, in many oases, deliver oars where the margin of gross 
profit is small and not in keeping with the dollar volume. 

We would ask your cooperation, in the event you have an opportunity to de
liver a senior car and should find -the amount that must be allowed for the used 
car is such as to represent either too large an investment for .you, or that the 
margin of profit involved is so small that you do not wish to make the deal, that 
you in turn immediately telephone either the division manager in your territory, 
Mr, J, C. Chadwick, general sales manager, or W. P, Fetzer, senior car super
visor, and permit us to enter into the transaction and make delivery if vi'e so de
sire. In this instance, should you have a salesman -n^orking on the deal, we will 
pay him his salesman's commission, but of course it would be understood that we 
would not pay you any infringernent thereon. We, of course, would assume full 
responsibility for any charges in connection with guaranty and policy on any such 
deliveries. 

Our sole desire is not to lose the delivery of a possible sale and to make every 
possible prospect the owner of a senior Packard car rather than have them pur
chase some competitive make, in which case we lose not only the sale but their 
word-of-mouth advertising for Packard, 

In discussing this letter, an official of Packard Motor Co. sta.ted 
that the practice of the distributor, Packard Motor Car Co. of New 
York, of having subdealer refer to the distributor sales on w ĥich the 
profit was so sma.U that the dealer did not wish to make the deal, 
was entirely a matter of pohcy on the part of the distributor. 

At times, however, Packard Motor Car Co. makes marked reduc
tions in , their new-car prices in order to move slow-selling models, 
both in midseason and during the annual clean-up period. Such allow
ances to dealers without corresponding reduction in the dealer's price 
to the consumer become a basis for the dealer giving w ĥat a.ppear to 
be very large trade-in allowances on used cars. Incidentally the car 
purchaser is not hkely to have any knowledge of the basis for such 
allow'ances. 

This is a policy of long standing. For instance, on July 9, 1928, 
Packard addressed a letter to distributors and dealers announcing 
price reductions on two models, and stated: 

As ill the ease of the 6's, these price reductions are made because late in the 
summer we expect to announce riew Packard 8 models. This plan provides every 
Pa-ckard distributor, dealer, and salesman with very effective weapons in meeting 
competition and, at the same time, removes the natural resistance to sales during 
the period when announcements of new models by Packard and other manufac
turers are expected. 

Each distributor and dealer, if he is to make the profits to which he is entitled, 
must get, his share in the business in each of these price fields, dependent, of 
course, on the possibilities of his territory. If any one field is slighted, it means 
we are simply presenting some other organization with business whicli is right-
fuUy ours. The price fields are clearly defined, and I know you will all agree 
that each line of Packard cars in each price field is superior to any competition 
in that field. 

Again, on August 1, 1936, Packard Motor Car Co, addressed a 
letter to Packard distributors, offering a bonus for the sale of four 
types of cars. This letter stated: 

Effective August 1, 1936, subject to the conditions of this letter, we -n'ill pay to 
Packard distributors and dealers a bonus of: the follo-ft'ing amounts on all -120-B 
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and fourteenth series cars sold and delivered, provided claim for the amount of 
the bonus is made as instructed below after delivery is made to the customer: , 
120-B $75 
Packard 6 300 
Super 8 450 
Packard 12 600 

* * * * * * * 
This bonus should allow each distributor to complete his share of the clean-up 

program on the present models. We expect distributors to contribute additional 
overallowances, and during August the average overallowances sliould be as 
foUows: 

120-B $225 
Packard 6 700 
Super 8 900 
Packard 12 1,200 

This letter is being sent to distributors only, and if you have not alreadj' done 
so, plans should be made to call a dealers' meeting and notify them of this bonus, 
and at the same time arrange with each dealer for a proper number of cars as his 
share of the clean-up prograin. 

Similarly, on July 22, 1937, Packard Motor Car Co. addressed a 
letter to Packard distributors on the subject of bonus on seiuor cars, 
wduch stated: 

Effective July 22, 1937, subject to the conditions of this letter, we wiU pay to 
Packard distributors and dealers a bonus of the foUowing amounts on all Packard 
Super 8 and 12 ears sold and delivered, provided claim for the amount of the 
bonus is made as instructed below after delivery is made to the customer: 
Super 8 $200 
Packard 12 300 

* * * * + * * 
This bonus should allow each distributor to complete his share of the clean-up 

program on the present model senior cars. 
Tills letter is being sent to distributors only. Dealers should be notified imme

diately, and at the same time arrange for each dealer for the proper number of 
cars as his share of the clean-up program. 

From the statements made in the letter of August 1, 1936, indicating 
that distributors w-̂ ere expected to make additional allowances, i t 
would appear that the policy pursued b^' Packard Motor Car Co. of 
New York in 1937, of asking its dealers to refer unprofitable deals to 
the distributor, was a plan by w-hich the distributor would make 
special additional allowances in those cases in wdiich the distributors' 
subdealers found deals to be unprofitable in a manner simUar to the 
Packard Co.'s general policj'- in 1936. 

I t is also important to note that to the extent that Packard dealers 
use the bonuses or price allowances given them on new cars by the 
factory in making large trade-in allow'ances, severe competition is 
imposed on dealers handling other ma-kes in the same general price 
class, the man-afacturers of w^hich do not make similar aUowances to 
their dealers. Tiiat this competition aiso affects the manufacturers of 
other m.akes is evidenced b}- the fact that the ma,tter w'as discussed at 
some length at the December 9, 1932, meeting of the sales managers' 
committee of the manufacturers' association, w-hich was then known 
as the National Automobile Chamber of Commerce. I n discussing 
this matter at this meeting, at w-hich representatives of several impor
tant automobile manufacturers (except Ford) w-ere present, R. H . 
Grant, chairman of the committee, stated as follows to M , N . GUman, 
of Packard Motor Car Co.: 

* * * w\ f,î g year, tiie Cadillac men have bteen saying, Mr. Gilman, that 
you (Packard) were giving $1,000 on your middle-priced Packard, and I told 
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John Chick (CadiUac) that you told me it wasn-'t true, and I think if we -would 
tell you when -̂ ve had anything special, and how many ears we had for clean-up 
and you told us the same, that it would help. Every Cadillac man I met said 
you are doing it, ahd i t is almost as bad as if you were doing it comiDetitively, 
because you are getting tiie credit for it. * * * 

* * * Would j^ou, Mr. GUman, be willing to tell us what that trading allow
ance was on the middle-priced car? I t -went through our organization to beat the 
band. 

Mr. Gilman agreed to let Mr. Grant know. 

In general, the attitude of the Packard Motor Car Co. is that its 
dealers shall so conduct then- used-car merchandising as to result 
in maximum sales of Packard new cars. Under date of August 26, 
1937, a general letter ŵ as addressed to aU Packard dealers enclosing 
a chart showdng the results of average dealer operations based on the 
first 6 months of 1937. In connection wdth this chart i t was pointed 
out that used-car losses were higher in the second quarter than in the 
first quarter of the year, and the foUowdng recommendations were 
made to improve the dealers' used-car operations; 

First. Turn your used cars quickly and reduce your stocks as much as possible 
in a'nticipatioii of a brisk faU business. 

Second. Watch your expenses closely and conserve your working capital. You, 
will need i t later. 

Third. Keep your new-car volume up, but don't do i t just for price class pur
poses or because i t is volume. Be sure you make a fair profit on it. We want 
the volume, to be sure, but we also want you to make a profit in getting it. 

Fourth. Watch closely the selectivity of your trades. A slow mover is a high 
risk, even at a low price. 

Under date of October 28, 1938, W, M . Packer, sales manager of 
Packard Motor Car Co., addressed a letter to Packard distributors 
and dealers, in which this point was discussed as follows: 

In my letter of October 12 on the subject of competitive appraisals and tra,de-ins, 
I pointed out that the tendency on the part of maa-y distributors and dealers has 
been to underappraise on competitive cars and overappraise on Packards. I t 
was also pointed o-at that we do not want to lose Packard owners but, rather, 
take in as many Packard trades as good business permits. If you take in too 
manjf Packards, you do it at the expense of a much larger volume of busine.ss 
from competitive owners and the result is an unbalanced used-oar inventory. 
If you find yourself in such a position or see yourself headed in that direction 
you should take immediate steps to correct it by concentrating your efforts on 
maintaining a healthy used-car inventory. 

Under date of November 8, 1938, another letter to Packard dis
tributors and dealers discussed competitive appraisals at length and 
again pointed out the importance, from the viewpoint of manufactur
ing competition, of. ha-ving Packard dealers close a larger number of 
new -̂car deals hi which cars made by competing manufacturers were 
involved as trade-ins. Among other thhigs it was stated: 

During the past 6 weeks I have found a number of instances where we have 
traded in 3 or 4 competitive cars out of 100 appraisals and have traded in 25, 30, 
or 35 out of 100 Packard appraisals. To put it another way, the greatest effort 
possible, both in terms of quantity of appraisals-and allowances offered, was being 
made on cars least needed in the used-car inventory, and the smallest amount of 
effort, again in both respects, was being made for securing cars most wanted in the 
used-car-inventory. On, the other hand, dealers newer in" the Packard organiza
tion aire doing a good sales job and are getting in a wider variety of lower-price 
makes, along with a good volume of Packard trades. 

There is still another phase of this subject -which is most serious. A d.anger-
ously high percentage of cars taken in on new Packards are late-model, high-
priced cars. Place after place show trade-ins of $795, $825, $875, and $900. 
This means more trades on trades," a higher ratio of used cars to riew, increased-
selling expense and, therefore, a reduced new-car variable net profit. 
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There is no doubt but that during 1939 we are going to have the opportunity 

of taking in plenty of Packard cars. I am for taking in all of them—but only on 
the right basis. Very often we w-ho are so close to the picture overlook the fact 
that as a Packard distributor or dealer you will probably allow substantially 
more for a Packard car than any one of your recognized competitors would pay. 
Also, we must keep in mind ths,t there is the Packard owner who should not trade 
in his comparatively new car, and if he does trade it in, i t will only be on a basis 
that catuiot possibly be profitable to you. 

Under date of November 29, 1938, W. M. Packer addressed a 
letter to Packard distributors announcing a 2-day school for district 
managers to be held in Detroit. In this letter it was stated: 

A majority of the time spent in this 2-day school will be devoted to the subject 
of used cars. Since our new-oar announcement this fall we have kept a very 
close check on the new- and used-oar trading and merchandising trends and 
know that our most pressing need at the moment is for a program which will 
slow down or stop the present trend toward higher used-car losses and lower new-
car variable selling profits. We are finding more and more places where the 
margin between the average used-car sales price and the average inventorj' price 
is increasing. 

Again, under date of December 5, 1938, a letter to Packard dis
tributors and clealers referred to the used-car situation as foUow-'s: 

* * =t However, some points are getting into an unbalanced and excessive 
used-oar stock which needs immediate attention in order that new-car sales will 
not be slowed down. At gome points the opera t̂ing capital is tied up in used-car 
inventory to an extent where deals cannot be made unless the used car to be 
taken in represents less money than the amount of new-oar gross profit in-volved. 

Hudson Motor Car Co. policy.—In general, the used-car policy of 
Hudson Motor Car Co. is set forth hi the company's wholesale 
manual which contains the following statement: 

The trading policy of a dealership often determines success or failure, due to 
the dealer's a.ttitude toward trade-ins. 

The used car has become a fixed part of every new-car transaction. I t has 
always been so, and probablj' always will. The used car is not a "problem" but 
an opportunity to make a profitable deal. I t offers the dealer an opportunity 
for volume at a profit that could never be obta-ined if the used car could not be 
traded in. 

Many dealers think they have a liberal trading policy aud yet they are not 
getting the business. 

In such cases we suggest that you check tlieir appraisal slips for the past 60 
days and see what they are offering for used cars in trade. Every dealer builds 
up a definite expense in every prospect contacted. I t is not good business for 
him to lose the deal over a few dollars provided it may be made with a reason
able new-car profit to the dealer. 

In the above quotation two conflicting purposes are to be noted: 
First, the used car is an opportunity for the dealer to make a profit
able deal, and second, that in seekhig such business the dealer shall 
not be too conservative in his trade-ins, as is evidenced by the state
ment to the effect i t is not good business for the dealer to lose a sale 
over a few dollars in trade-in allow'ances provided the sale may be 
made with a reasonable new-car profit. 

This point was further emphasized in a letter under date of Feb-
ruai-}'- 7, 1938, addressed by C. G. Beeching, of Hudson Co. to zone 
managers. Tins letter suggested that the zone managers discuss 
tliree points wdth their dealers. All of these points dealt with in
creased dealer activity in the sale of new cars. The third point dealt 
with competitive appraisals on used cars as follows: 

The third item, appraisals, is very important. There are manj' indications that 
dealers are attemp-ting to buy used cars at prices lower than competition. We 
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know Ford is not trading as long as Plymouth and Chevrolet do. I t goes with
out saying if our dealers are going to sell the "112" and have an opportunity to 
do step-up business, they must be competitive. 

From time to time Hudson Motor Car Co. issues bulletins to dealers 
on the subject of reconditioning and sale of used cars. One dated April 
12, 1938, emphasizes the need of attention to small matters in recon
ditioning such as repainting small areas that are badly worn or rusted. 
In this connection it is stated that: 

Experience shows that many dealers spend too much for their reconditioning 
while others spend too little, and still others spend it in the wrong place—where 
it doesn't show up. 

In another buUetin dated April 15, 1938, it was stated that on the 
average many Hudson dealers regularly spend 10 percent of the trade-
in car's seUing jDrice for reconditioning. Also nnder date of May 3, 
1938, the following was said regarding factory assistance in used-car 
advertising: 

Authorization for factory participation on a 50-50 basis w-fil be given in sup
port of heavy used-oar stock condi-tions where we feel i t is justified, granting, of 
course, that these cars are in good condition—priced right—and with the assur
ance that the dealer will provide adequate selling effort. Requests for such par
ticipation should be forwarded to your regional manager in the regular manner. 

The Hudson organization also passes on to its distributors and 
dealers suggestions intended to promote used-car sales. In such a 
letter dated December 23, 1937, the foUowing statement regarding 
sales of used cars to o-wners of old cars is made: 

Go over the owner's car with him with the idea in mind on your part of build
ing up service costs to put it in condition for safe driving. This aged car will 
usuaUy have motor work to be taken care of—battery too weak for winter driv
ing—paint and upholstery to be taken care of and a tire or two to be replaced—• 
so that cost of repair and replacement can be built up to $50 or $75. When 
owner is sold on the idea his car needs this amount of work to put it in shape, 
offer to replace his merchandise with a car a couple of years younger, with all 
these things taken care of—for approximately $20 a month, or whatever figure i t 
would require to sell him the car that you want him to buy. 

This suggestion was to apply particularly to owners of 1931—1934 
models of Hudson automobiles. 

That too conservative allowances in trade-ins may be a reason for 
Hudson Motor Car Co. classifying a dealership as "unsatisfactory" is 
indicated by the field reprots of Hudson representatives on particular 
dealerships. For instance, under date of March 7, 1938, H. P. Grove,!'\ 
a Hudson field man, addressed the following report to George H. Pratt,vj 
Detroit, Mich., regarding a Denver dealership; ' 

Conditions at Denver are as good as can be expected under existing conditions 
-with the exception of their retail department. By mail, Tom Botterill, who is 
now in LaJoUa, has laid down a very rigid trading policy, with the result that 
Botterill's retail department are doing a very unsatisfactory retail job. As a 
matter of fact, only six cars were retailed during the month of February. There 
was nothing I could do toward changing this policy while in Denver, but I hope 
to get in touch with Tom Bott-eriU in LaJoUa sometime this week and make every 
effort to get this policy changed to a point where they can again start doing some 
jetail business. 

Botterill's retail department are now appraising cars on the basis of National yi 
Automobile Dealers Association selling price, less 10 percent, less all reconditioning/) I 
costs. I t is very obvious that they cannot hope to secure a satisfactory volumexd/i' 
business with this retail policj'' in effect. 

Under date of January 22, 1938, Hudson Motor Car Co.'s New York 
zone manager in his weekly report covering the New York zone stated 
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that there was very Uttle used-car activity throughout the zone. 
Among other things this report stated: 

* * * To single out our major points having used-car problems, I might 
say this condition exists in all-blocks. As for our metropolitan area, U. S. Motors; 
W. N. Y.; Clarkfeld in Brooklyn; Lorbe, Manhattan; Merrick Rosswood in 
Jamaica; and all dealers in Essex County have large stocks and must get used-car 
action if any appreciative new-car business can be enjoyed. In order to assist 
these dealers we have recommended used-car display copy in the form of sales as 
well as concentrated post card and telephone campaigns. We even suggested 
the listing of many used cars in classified ads under the name of some salesman 
giving home addresses. This last-mentioned idea has worked in some cases. 

Another field report from this same zone made 3 weeks later under 
date of February 12, 1938, connected the concern over dealer used-car 
operations more directly with the question of lack of new registrations 
as follows: 

Inabilitj'- of our dealers to make high-priced trades is the reason for the lack of 
registrations during the -week of January 7, We are keeping after our dealers to 
liquidate their used c&rs so that they will be in a position to trade, and we look 
forward to an increased percent of business in the future. 

Policies of other manufacturers.—The above discussion of manu
facturers' used-car pohcies appears to be typical of those of other 
manufacturers. Executives of several other manufacturers inter-
-vdeŵ ed indicate that pohcies simUar to those of the larger manufactur
ers, are followed as far as possible. According to statements of such 
executives, however, it would appear that they do not super-vise the 
used-car operations of their dealers as closely as the three larger manu
facturers. Similar pohcies, however, are followed respecting dealers 
maintaining their percentage of price class, and dealers are urged to 
trade competitively in order to make the necessary sales. I t is 
claimed, however, that dealerships are so important to the smaller 
manufacturers that they cannot exert pressure to the same extent for 
fear of antagonizing and losing dealers to other lines offering oppor
tunity for larger volume of sales to dealers. 

Cooperative used̂ car advertising by manufacturers.—The above dis
cussion of the used-car policies of individual manufacturers indicates 
that, in general, manufacturers recognize the used-car situation as a 
matter in which dealers need whatever assistance can be given them 
to speed up sales of used cars and prevent dealer losses thereon as a 
means of reducing dealers' inventories of used cars, thereby releasing 
dealer capital in order that it might be used to increase sales of new 
cars. Ophiion on this point was so unanimous among manufacturers 
that Pord Motor Co,, which is not a member of the Automobile Manu
facturers' Association, joined with the membership of that association 
in advertising the week of March 5 to 12, 1938, as National Used Car 
Week. As originaUy planned, the cost of this cooperative industry 
advertising plan was to be $1,250,000. I t was actually carried out at 
a total cost of $1,125,883, w ĥich amount was contributed by nine 
manufacturing companies in proportion to theh- total doUar volume of 
sales for the year ending June 30, 1937. (See pp. 99 to 102.) 

SECTION 3. APPLICATION OF USED-CAR POLICIES AS DESCRIBED BY 
DEALERS 

Dealer attitude respecting manufacturers' used-car policies.—In 
general, the attitude of dealers is that the used-car problem is largely 
a matter that should be handled by dealers themselves, but that 
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pressure by manufacturers for volume of new -̂car sales'so accentuates 
. dealer competition that dealers are not free to handle used cars as-
\ they desire and are, in fact, practically compelled to give overallow^-
\ances in order to attain the volume of new--car sales urged by their 
••respective manufacturers. In this connection i t is to be noted that 
if one dealer in a given market increases sales by overallow-ances, af 
least in part in response to pressure from his manufacturer for in
creased new-car sales, other manufacturers promptty insist that then-
dealers shall clo likewdse in order to retain or regain their percentage 
of new-car registrations. As elsewdiere described herein (see pp. 173-
to 212), the compulsive element in the situation is fear on the part of 
the dealer that if the new-car volume desired hy the manufacturer 
is not obtained, the dealership will be canceled by the manufacturer.. 
The position of dealers on this subject was well expressed by the 
secretary of. a western State association m a. letter addressed, to the-
Federal Trade Conimission under date of Jime 13, 1938. The secre
tary stated: 

Automobile dealers are generaUy agreed that, under normal conditions, the 
used car is and should be their problem. However, such conditions do not and' 
have not existed for a number of years. Manufacturers, through their insistent-
demand for an ever increasing ne-w-car-sales volume, by intimidating and coer
cive methods, have made the used-car business a ruthless and cut-throat racket. 
Wiien dealers are forced to dissipate their entire new-oar gross profits in over-
allowances on used oars to get their percentage of price-class volume for the 
manufacturer, then we contend the used car becomes in port a problem of the 
manufacturer. This fact lias never been recognized by the manufacturer, with 
the resultant springing up- of numerous forms of used-car price-control systems; 
or appraisal bureaus. 

In discussing dealer problems wdth the Commission's examiners,, 
a considerable numiber of dealers referred to pressure by manufac
turers as a factor aggravating their difficulties in handling used cars. 
In a number of interviews dealers stated that factory representatives 
continually press them to sell used cars promptly. They are urged 
not to hold used cars more than 60 days and to advertise ancl dispose 
of any cars on hand 90 claj"S at whatever price can be obtained for-
them. Many statements connected the dealers' used-car difficulties 
wdth pressure on the part of manufacturers for the sale of new cars. 
One dealer, in particular, stated that factory representatives say 
they are not telling the dealer how to run his business but i t might 
be a good idea to increase registrations hy overallowing $50 to $75-
as is being done b}̂  competitors. 

In a report form, used in connection with this inquiry, dealers were 
requested to discuss the handling of used cars in response to the 
foUowing questions: 

(a) Explain in detail the method used by you in determining the 
amount of trade-in allowance, 

(6) DO you find it necessary to grant actual trade-in allowances-
in excess of the amount arrived at by use of the method explained 
above? -

(c) If so, indicate the approximate percentage by which allowances 
actually given exceed the amount determined by you to be a fair 
trade-in allowance. 

(d) If excessive allowances are given, what reasons clo j'-ou ascribe 
for the necessity of granting them? 

Market value less reconditioning cost and, in manj'- instances, less 
an allowance for the expense of seUing the used car was most often 
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stated as the basis upon which dealers determine what they regard 
as the fair basis for trade-in allowances. Many indicated that used-
car manuals are used along with price information respecting used 
cars in the dealer's particular market. Of those specifically naming 
the manuals used, about two-thirds stated that the manual issued by 
the National Automobile Dealers' Association was used and the 
balance named other manuals. 

Of the reports received and tabulated, nearly 90 percent of the 
dealers stated that they were obliged to make aUowances in excess 
of amounts wdiich they regarded as representing the fair trade-in 
values of cars taken in trade; 6.9 percjent stated that they were not 
obliged to make such allow^aiices; and 3.5 percent did not answer the 
question at all. 

Among the three largest manufacturers. General Motors dealers 
made the largest percentage (91,4 percent) of answers, indicating 
that they found i t necessary to make aUowances in excess of what 
they regarded as the fair, market value of used cars taken in trade, 
and Ford dealers showed the smallest percentage of such answers 
(85,9 percent). For all makes of cars only 7 percent of all reports 
received stated definitely that they were not obliged to give oyer-
allow ânces. 

Among the lesser manufacturers the total number of replies of 
dealers handling each manufacturer's line is too small to warrant 
definite conclusions as to the percentages for the different lines. I t 
is interesting to note, bow-ever, that Packard dealers gave the highest 
percentage of affirmative answers to question (b) and Nash and 
Graham-Paige the lowest. When all reports for smaller manufac
turers are combined as a single group, the distortion of percentages 
d.ue to the small number of replies by dealers handling the lines of 
particular manufacturers is lessened. The showing for all dealers 
handling smaller manufactm-ers' Unes does not differ materially from 
that shown for dealers handling the three largest manufactm-ers' 
lines, namely, 89.8 percent "yes" for the sma-Uer manufactmers and 
S9.5 percent for the thi-ee largest companies. 

In discussing the reasons for granting excessive allowances, about 
76 percent gave reasons that may be classified as clealer competition 
in the sale of cars without specifically mentioning pressure from man
ufacturers for in(;reased sales of new cars as a factor, w ĥile about 13 
percent of the total number of dealers reporting definitely named 
manufacturers' pressure as a factor aggravating the competitive sit
uation among dealers that necessitates the givmg of overallowances. 

Most of the answers of the large majority of clealers ŵ ho merely 
named dealer competition as the reason for overaUowances were very 
brief. Ma.nj^ consisted of the single w ôrd "competition." From the 
character of answers made by dealers interviewed by examiners of 
the Commission on this subject it is believed that, had many of the 
76 percent who answered in terms of dealer competition analyzed the 
reasons for that competition in detail, they would have named manu
facturers' pressure for volume of sales of new- cars as an important ~-
underlying cause of the competition of w-hich they complained. 
Another important cause would undoubtedly have been that the 
manufacturers created too many dealerships for the volume of cars 
to be sold, which is closely allied to dealer pressure as a incans of 
increasing new-car sales. 
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I n response to the question requesting percentage allowances made, 
many stated ranges of overallowances in terms of dollars per car. 
Of those stating percentages about 15 percent made overallow-ances 
of 10 percent or less; 62 percent overallowed percentages ranging from 
just over 10 percent to 25 percent; and 23 percent,stated that they 
overallowed in excess of 25 percent of the market value of cars taken 
in tracie. Overallowances stated by other dealers in terms of dollars 
in most cases ranged from $15 to $150 per car and in a few- cases up 
to $300. The largest aUowances of $200 to $300 were stated by dealers 
handhng the higher-priced cars. 

Statements by General Motors Corporation dealers,—In the sale of 
various makes or trade names of cars manufactured by the different 
manufactming divisions of General Motors Corporation varji-ing use 
is made of distributors. CadiUac, for instance, makes large use of 
distributors who contract directly with their subclealers. I n addition. 
General Motors Corporation has a larger-number of factoi-j^-owned 
dealers than any other manufacturer. Therefore tlie answers of 
General Motors dealers to that part of the CominisBion's report form 
referring to used-car operations discuss the matter from various view
points, including competition of dealers in other makes of cars, com
petition of distributors, and factory-owned dealers handling General 
Motors products, and also from the angle of the appUcation of the 
ma-nufacturer's general policy respecting the handling of used cars as 
a factor in the sale of new' cars. 

A small Cadillac distributor, in commenting on the reasons for 
granting large allowances on trade-ins, stated: 

Distributors and dealers are largely responsible for this condition of over-
allowance and not the manufacturer. Distributors and dealers have encouraged 
the consuming public to expect liberal aUoivances for their used car to apply on 
the purchase of a ne-w car, which results in anjr case in the dealers themselves 
entering into a biddihg contest for the used car. 

From among statements made by Buick dealers the following are 
tj^pical. Dealer No. 1 stated: 

To. meet dealers' competitive pricing. Due to -n'eakness in dealer organizations 
and desire of all factories to maintain so-called price class regardless of economic 
conditions. 

Buick dealer No, 2 made the, foUo-wing comments, spelling com
petition in capitals: 

Competition and factories demanding a large percentage of price class. 

Among the replies of Chevrolet dealers the following statements 
were made, Chevrolet dealer No, 1 stated that overallow-ances were— 
caused by dealers who either do not kiiiow the value of used cars or are greedy for 
business, which may be caused by their manufacturers forcing cars upon them 
ahd in order to get out they go crazy on allowances -which makes it extremely 
difficult for a good dealer to compete or make any money. 

Chevrolet dealer No, 2 stated: 

Competition by-both other dealers in Chevrolet oars and bj ' dealers in com
petitive models of other manufacturers, 

Chevrolet dealer No. 3 gave the foUowdng reasons for overaUow
ances: 

Keen competition because of an excessive number of dealers. Necessity of 
selling enough cars and trucks to satisfy the manufacturer in order to hold a 
contract. 
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Chevrolet dealer No. 4 commented particularly on the large number 
of dealers in other lines as follows: 

Competition—other maltes in the same price class—too many competitive 
dealers—^Plymouth has about 20 sale,? outlets in , 

Chevrolet dealer No. 5 located in a city of considerable size stated: 
Competitive dealers in our town, selling the same make of car, whose policy of 

doing business is to make overallowances large enough to secure the business 
regardless of profit, has forced us in many cases to do like-svise. We naturally feel 
that if we should disregard our competitors overallowances and not meet them 
approximately ourselves we would, first, lose the sale, and second, we would 
demoralize oiu- sales force to the extent that thej' would naturally desire to work 
for the other dealer who permitted overallowances and made the selling easier. 
Further the necessity for our securing a volume of sales enough to justiify our 
remaining in business regardless of profit has forced us to compete in this method 
of securing business. 

Chevrolet dealer No. 6 gave competition of other Chevrolet dealers 
and suggested his remedy as follows: 

Dealer competition which would be eliminated by closed territory. 

Dealer No. 7 gave as his explanation: 
Competition from dealers handling other makes of cars and competition and 

cross-selling of dealers handling the same make of cars. The necessity of dealer to 
maintain price and weight class. 

Dealer No. 8 included competition -with distributors of other lines 
who were stated to have a competitive advantage thi-ough their 
"vvholesale distributors' discoimt along with competition with dealers 
liandliDg Chevrolet as follows: 
, Competition among other dealers having same line. Also, we compete on a 
dealer's discount against dealers who get a distributor discount aud who seU at 
retail (Hudson, Buick, Graham, La Salle, Dodge, Plymouth), j i 

In this case, i t will be noted that competition with distributors }| 
handling other General Motors cars ŵ as included along with competi
tion of distributors of tliree lines not under General Motors control. 

Practically all Chevrolet clealers who answered the question em
phasized competition as the principal cause of overallowances. A few, 
however, cited other reasons. For instance, one dealer gave the 
following as his entire answer: 

Purchasers peddle allowance prices. 

Another stated: 
1. Competitive conditions mainly, 
2. Variance in market conditions because of seasonal changes and depressed 

business conditions. 
3. Unbalanced stocks. 

Still another said: 
When models change, on slow-moving models, 

A large dealer who sold about 1,300 cars in 1937 exclusively at retaU 
regarded competition to be only a normal factor. He stated: 

We find it necessary to give overallowances regardless of competition, however, 
competition is a factor. We consider these conditions normal and have been 
able to make money under them. Our customers consider it their privilege to 
bargain, 

A very small Chevrolet dealer gave the foUo-wdng exceptional type 
of answer: 

In order to make all profit possible and to hold our customers and owners. 
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The last Chevrolet dealer whose answer is quoted handled only a 
moderate volume of cars wholly at retaU. His answer also is quite 
exceptional in nature. He stated that overallowances were given: 

Because, in my opinion, 90 percent of all automobile dealers are not business
men and do not know the difl'erenoe between a gross and a net profit. If it wasn't 
for the encouragement and training of Chevrolet Motor Co., as to good business 
practice, Chevrolet dealers at least would suffer greater loss. 

Among dealers handling more than one line of General Motors 
manufacture, the following statements are typical. A dealer handling 
Chevrolet, CadUlac, and La Salle stated the following reasons for 
overallowances: 

To try to meet competition. To get the business—the price-class business—-
-wanted by the factory. 

A dealer handUng Chevrolet and Buick made overallowances— 
to meet competition and to sell quota of cars given to us by factory. 

StUl another clealer handling Chevrolet ancl Oldsmobile cars stated 
that overallowances result— 
by reason of pressure brought to bear on dealer by whichever manufacturer is low 
on registrations in given territory as determined by R. L. Polk & Co. In this 
territory in 1938 Ford Motor Co. put pressure on my competitive Ford dealer 
forcing him to do truck business regardless of cost. As a result I didn't do any 
truck business. Chevrolet commercial registrations in this county dropped from 
50-60 percent in 1937 to 18 percent in 1938 as a result. I have been told to get 
truck registrations. 

A dealer handling OldsmobUe and La Salle stated that overallo-w-
ances were due to— 
competitive situation. A great deal of it originated in factory branches or 
factory-controUed outlets. 

Another dealer handling exclusively at retaU Buick, Oldsmobile, 
CadUlac, and La Salle lines ascribed excessive allowances to— 

1. Competitive conditions in industry. 
2. To obtain volume satisfactory to factories. 
Another dealer handling Pontiac, CadUlac, and La Salle gave the 

following reasons: 
Competition. Pressure to get your percentage of price class for the factory. 

A Buick and Pontiac dealer domg a small wholesale business in 
connection with retailing ascribed excessive allowances to— 
competition. Insistence of manufacturer that dealer get his share of new-oar 
sales to boost manufacturer's particular brand of car in territory. This produces 
ruinous rivalry between dealers to make a sho-wing. 

An Oldsmobile dealer emphasized the competition of manufacturer-
owned clealers as a factor in overallowances, as follows: 

We have a Buick motor holding company that pays at least 25 percent more 
than National Automobile Dealers Association values. We have to, in many 
cases, aUow more than the car is worth to hold our Olds owners from purchasing 
Buick. Most all the rest of the dealers are pretty well in line, 

A Pontiac dealer advanced the shopping tendency of car purchasers 
as a reason for overallowances. He stated: 

Buyers go shopping and in order to get the deal we must meet other dealer's 
offer as factory expects us to meet our percentage of price class or volume. 
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Pontiac dealer stated that overallowa-nces are given Another 

because of-

overanxiety in order to reach our "percentage of price class" quota. I f we fall 
below quota, -we are in fear of franchise cancelation. 

Statements by Ford Motor Co. dealers.—In the case of Ford Motor 
Co., which deals directly with its dealers without the intervention of 
distributors, complaint of competition with the distributor naturally 
was absent. The principal reasons assigned for large trade-ins were 
manufacturer's pressure for volume and competition among dealers. 
The following quoted from replies to the Commission's report form 
on manufacturer-d'ealer relations are tj'pical of the reasons assigned 
for excessive trade-ins for dealers. 

Dealer No, 1 handling Ford automobiles only, gave the following 
reasons: 

1, To satisfy demand of buyer for a "better deal," 
2, To satisfy demands of factory for sales and "percentage of price class," 
3, Need for certain dealers to have "volume" to cover excessive overhead 

costs. 
I think the first reason is the paramount one. The salesman's main selling 

weapon is that he is giving the cus-tomer a "better deal" than anyone else. Then 
the customer goes out to see if he has and with each contact the deal gets better 
than the last one and hence the offers for his car tend to-ward overappraisals. 

Dealer No, 2 handling Ford ancl Luicoln-Zepliyr stated: 

Factorj"- failing to enforce prices—also encouraging high trades if not leading 
in registration. 

Dealer No 
following leasons: 

Pi'essure by factory for volume. Pressure by public for high allowances. 
Cutthroat competition among dealers. 

Dealer No. 4 handling Ford exclusive^ stated that excessive 
allowances w êre granted— 

to meet competition and dispose of enough cars to satisfy the manufacturer. 

Dealer No, 5 handling Ford cars assigned as his leason: 

Factor}' pressure for volume and leadership. 

Dealer No. 6 ha.ndling Ford cars stated as follows: 

In order to protect fran-chise and also to help volume and profits. Please 
understand this is done only in .cases of our own customers. We never raise a 
competitor's proposition if he has offered a fair price or advertise that we would 
give an excess allowance. 

I n commenting on the situation in November 1938 this dealer 
stated: 

In returning your forms with information requested further comments may 
seem uiiiieoessary. However, I do want to emphasize that many of the ,former 
gi'ievances have been eliminated. I t may be due to a change of heart of the 
manufacturer or as the result of your activity. 

Dealer No. 7 handing Ford, Lincoln-Zephyr, and Mercury cars 
stated: 

This pernicious practice was started by dealers handhng less popular makes of 
oars having'excessive dealer discounts. I t -̂ \'as necessary for them to do this in 
order to make sales. Then biiyers demanded overallo-«'ances from dealers in the 
popular cars: - vSome weak dealers, complied, and then all of us were dr.awn in. 

3 also handling Ford and lincoln-Zepliyr gave the 
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Statements by Chrysler Corporation dealers.—The Chrysler, Dodge, 
and De Soto sales divisions of Chrj'-sler Corporation aU make large 
use of distributors who combine both wdiolesale and retail handling 
of cars. I n the retailing of cais i t appeals that distributors actuig 
under supervision of factory field men are pace setters for their re
tailers. Chrysler subdealers feel that the distributor has a distinct 
advantage in retail selling because he can handle his retail busmess, 
representing only a small part of the total business done, on a very 
small retail profit basis and derive his principal profit from his dis
tributor's commission or "override" on wdiolesale sales. I n addition, 
they feel that the dualling of Chrj^sler-Plymoutli, Dodge-Plymouth, 
and De Soto-Plymouth as practiced by Clirysler Corporation results 
in so man}'- dealers handling Plymouth cars, that are the volume sellers 
in the Chrysler line, that sharp competition in bidding for trade-ins 
results. When to these conditions a.re added the necessity for dealers 
to obtain volume to hold their dealerships and the piactices of car 
buyers of shopping around among clealers for the highest possible 
trade-in, the dealers feel that they are forced to grant excessive trade-
ins. The foUowdng answers quoted from the replies of dealers to the 
question in the Commission's report form on manufacturer-dealer 
relations requesting- reasons for excessive trade-in allow-ances are 
typical. 

Dealer No. 1 handling De Soto-Plymouth: 
Competition prin,cipally -with the distributor. 

Dealer No. 2 handling Dodge-Plymouth: 
Manufacturers naturaUy want dealers to seU cars but when a dealer does not 

get his percentage of the price class arbitrarily set up by the manufacturer hia , 
troubles begin. 

* * * In order to make a good showing which the factory required, dealers 
-will go overboard and go out via the sheriff, which has happened liere and I know 
elsewhere so many times that i t is hard to get outside capital to, invest in auto
mobile agencies. 

Dealer No. 3 handling Chrysler-Plymouth: 
We have to meet competition to get volume. We have to get volume to hold 

our franchises. 

Dealer No. 4 handling Chi-ysler-Plymouth: 
Competitive situation. Too many dealers in the same line bidding for the 

business. 

Dealer No. 5 handling Dodge-Plymouth: 
To meet competition and secure necessary new-oar volume. 

Dealer No. 6 handling De Soto-Plymouth: 
Competition by other dealers. The public plays one dealer against the other. 

The dealer ks the shock absorber for the pubhc, finance company, and the manu
facturer. All of them profit from the dealer's efforts except the dealer himself. 

Dealer No, 7 handling De Soto-Plymouth: 
In our opinion there are entirely too many dealers for the amount of normally 

available business. With an overcrowded, condition among dealers .and each 
dealer making an effort to show volume sales in order to satisfy his factory, they 
are sacrificing a considerable share of their fair normal profit. As a result of this 
unwholesome forced selling and a faUure of the dealer to make a fair profit many 
dealers have adopted such practices as finance charge "packing," "bushing," etc., 
resulting in considerable harm to the consumer and presenting extremely unfair-
competition to other dealers who are not foUowing these practices. Three other 
factors we consider causing this condition are: 

1. Not sufficient discount for the metropolitan dealer to compete with the-
small-town dealer. 
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2. Competition by .some poorly financed and unqualified dealers. 
3, Sale of new cars by unauthorized dealers. 
Statements of dealer's handling smaller manufacturers' lines.— AU of 

the answ-ers of dealers quoted up to tins point have been made by 
retailers handling the lines of the three largest companies. The 
foUomng quotations from dealers handhng hues of other companies 
mdicate the same tĵ -pe of reasons for the granting of excessive allow
ances. 

The reasons given by a Packard dealer were— 
unfair competition caused by too many dealers, cross selling, and the manufac
turer's constant anxiety for a high percentage of price class. 

Another Packard dealer stated: 
In our particular case our main competition comes from two of the largest 

manufacturers through their holding-companies ^ who force us higher in overallow
ances than we would were we in competition with purely local dealers. Tlus is a 
bad feature in the industry today. This is unfair competition as it appears that /' 
the manufacturer is interested only in making their profit, sacrificing the retail 
profit to the detriment of the local dealer, ( i] 

Another dealer handling Nash automobUes and Reo trucks dis
cussed the amount of overallowances made in excess of Blue Book 
values and the dealer's own judgment as to the market value of used 
cars less the actual cost of reconditioning. This dealer stated: 

The above method causes us the loss of cost of seUing. This amounts to 
about $50 per used car and we sell about 2}i used cars (normal years) to each 
new car. Therefore, there is at least a loss of $125 on the used cars. In bad 
years when we have repossession, as at prcsent, this cost and loss runs much 
higher. In addition, we find it necessary to overappraise to compete with General 
Motors Holding Co. operations. This over appraisal averages 15 percent of actual 
used-car retail value. General Motors Holding Co, branches seU cars with no 
profit or actual loss to get volume o-utlet. Endeavor to offset losses through super-
service stations. Chrysler multidealer Pl3-mouth plan also causes exc&ssive com
petition among themselves and results in wild trading. 

A Nash dealer stated that overallowances were necessary because 
of— 
competition with dealers who liave been overloaded or are being forced by 
factories to sell a certain quota of cars and the dealers who have no knowledge 
of cost of operation, ,i [ | 

Another Nash dealer stated that overallowances were— , , 
forced by competition of those dealers who - '̂ork on the theory "mucli volume" 
at small profit means more "net" and this is encouraged by factories. 

A dealer handling Hupmobile and WUlys-Overla-nd cars ascribed 
his used-car difficulties to factory pressure or distributor pressure. 

A dealer handling Graham automobiles. Diamond T trucks and 
farm machinery stated that overaUowances were due to— 
chiseling buying tactics, competition that has too much factory pressure on them 
and overanxious salesmen. 

Effect of used-car operations on retail profits.—In connection with this 
inquiry, dealers doing a strictly retail business, and distributor-dealers, 
who combine both wholesaling a.nd retailing in varying degrees, fur
nished data segregated to show^ sales, expenses, and profits for new 
cars, used cars ancl parts, accessories, a-nd services. The segregations 
of the data were similar to those appearing in the report forms of manu
facturers in accordance -with which dealers are requested, and in some 
instances required, to make periodic reports. 

' The designation "their holding companies'-' used by the dealer refers to retail dealerships owned by 
loanufaoturers, which are commonly referred to in the trade as "holding company dealers." 

Biitif:-: 
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An analysis of data re-ported by dealers constitutes the subject 
matter of chapter X V I hi this report. One part of that chapter^ 
appearing on pages 886 to 891, is specificaUy referred to here because 
of its interest in connection with the efi'ect on the dealer's business of 
manufacturers' used-car policies in connection with their plans to sell 
new" cars in the largest possible volum_e. 

As shown by data appearing on the pages mentioned above, retaUers 
wdiose reports, for the year 1937, covered the sale of 116,349 new cars 
realized an average net profit on their total business of S19.09 per new 
car sold. I n order to make this relatively small retail profit, these 
dealers made average total sales of $1,484.19 per new car sold. Of 
this total, 57,3 percent represented the selling price of the average new 
car, 27.4 percent represented sales of an average of 1.63 used cars for 
each new car sold, and the balance of 15,3 percent was made up of 
sales of parts, accessories, supplies, and services. The data presented 
indicate that for the retaUei-s reporting, sales of new cars netted an 
operating profit of $97,85 per new car sold wdiUe the sales of used cars 
netted a loss of $102.11 per neŵ  car sold. Thus the ne.Q.rly 85 percent 
of their total business, represented b}^ new -̂ and used-car sales, pro
duced for the clealers an average net loss-of $4,26 per new car sold,, 
and that the showing of $19.09 net profit per new car sold was entirely-
due to net profit made on parts, accessories, supplies, and service,, 
representing only 15.3 percent of the dealers' total sales. 

For distributor-dealers, a part of whose total business consists of 
wholesale sales of new- cai-s, parts, and accessories, the showing is-
simUar. These dealers in 1937 solcl a total of 163,578 new cars, I r i 
selling these new cars they made total sales amounting to $1,158.35-
per new car sold in order to show an average net profit of $13,10.. 
For this group of dealers, the'72.1 percent of the total business done 
in 1937, represented by new-car sales, i^rocluced a net profit of $51.74 
per ne-̂ v car solcl, wlnle 16,3 percent of the total, represented by used-
ciar sales, netted a loss of $50.47 per new car solcl. Thus, 88.4 percent-
of the total business done, consisting of new and used cars combined, 
yielded the dea-lers reporting a net profit of $1,27 per new car sold. 
'The balance of the average profit of $13.10 per new car, in 1937, was 
represented by profits from sales of parts, accessories, supplies, and. 
service representing only 11.6 percent of their total business. 

This study strikingly supports the claim of retailers that competition 
compels them to give away their profit on new cars in the form of 
excessive allowances on used cars. As indicated above, many dealers 
connect the competition that-compels them to make such allow-ances-
directly with pressure by manufacturers upon them to take and sell 
more new cars to do which they are urged to make large allowances-
on tra-de-iiis,, -always-under impulsion of fear that if they, do not, com
ply with manufacturers' requirements and policies, their dealer agree
ments will be canceled. 

Resume , of answers and remedies suggested by dealers.—It is to he-
noted that many of the typical dealer answers quoted above empha
size competition among dealers as the main reasons for overallowances. 
Among .those who connected their .difficulties with manufacturers'' 
policies'.and practices, a considerable number connected the .̂ sharp', 
competition met i n bidding for used cars directly with the pressure, 
of manufacturers for large volume of new-car sales. Many cited fear of: 
cancelation by the manufacturers of their dealer a.greements as the com-̂  
pulsive force.conipeUing them to make:large allowances on' tra.de-ih^-
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Ob^dously, one measure that w^ould tend to alleviate the sharpness 
of competition in maldng allowances would be reduction in the pres
sure of ma.nufa.cturers for sales of new cars. Many dealer recom
mendations touched upon the desirability of dealer agreements being 
for definite periods and not cancelable on relatively short notice. 
These changes were suggested as a means of reducing the fear of 
ca.nceiation that compels dealers to bid lugh on trade-ins in order to 
sell the volume of new cars that they feel they must sell to retain their 
dealerships. This, of course, woiUd not by itself solve the dealer's 
used-car difficulties. Pressure for clealers to obtain their percentages 
of registrations would still remain backed by the fear on the part of 
the dealer that his agreement would not be renew^ed at the end of the 
contract period if he did not make the allowances necessary to sell 
the required number of new cars. Manufacturers, however, are not 
likelj" to reduce pressure for percentage of registrations so long as 
competitive conditions among them remain as they have been and 
now^ are. 

Notwithstanding this fact, however, i t is not at all unusual for 
dealers to make suggestions simUar to tlie foUowing quoted, from tlie 
reply of a clealer to a question in the dealer report form recpiesting 
suggestions for changes needed in the agreements between manu
facturers and their clealers. 

All dealer franchises should prohibit the dealer from overallowing on used cars 
and require him to show a gross profit on his used-car operation. This should be 
rigidl.y -policed b.v the factories. 

This W'as the only change in dealer agreements suggested b7\' this 
particular dealer. vSucli a requirement would restrict used-car 
trading wdiich is so essential to new-car selling. Therefore, manu
facturers are not likely to adopt any such policy. This attitude on 
the part of manufacturers accounts for the trend in dealer thought 
toward State and Federal regulation of automobile distribution as a 
means of controlUng overallow-ances in used-car trading. Dealer 
opinion on this point is by no means unanimous, as many still think 
that alleviation of the used-car situation may be accomjUished 
through cooperation of manufacturers through conferences or by 
direct action of individual manufacturers in cliangmg their dealer 
policies. Manufacturers quite naturaUy try to foster this last view
point among their dealers, as i t means the continuance of their dom
inant position. Certain miodifications in dealer contracts have been 
made, and a number of dealers have stated that at least during the 
period of tlus inquiry pressure on dealers for sales and maintena-nce 
of price class has been considera.bly reduced. 

'The results of a study of the terms of manufactmer-dealer agree
ments appearing in chapter I I I of this report, liow^ever, indicates that 
although there have been considerable changes in the wording of 
agreements, and Uberalization of clauses respecting cancelations and 
dea.ler cross-selling, the agreements still contain the basis for direction 
of the dealer's operations by the manufacturer or the manufacturer's 
field men and distributors. Thereforei i t cannot be assumed that the 
fact that pressure by manufacturers has been less during the period 
of this 'investigation, represents- any permanent change in manufac
turers' polic-jr respecting the dealer's conduct ;of his used-car opera
tions. 

171233—39 18 
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CHAPTER VII .—EXCLUSIVE HANDLING OF 
MANUFACTURER'S L I N E 

SECTION 1. INTRODUCTION 

Motor-vehicle manufacturers in general require that their dealers 
handle their respective lines of vehicles exclusively. This policy is an 
outgrowth of the use of agency in the distribution of automobiles 
from which the present form, of retail merchandising of automobiles 
has been evolved. 

There is undoubtedly a real advantage to the manufacturer in 
limiting his clealers to one line. Manufacturers claim that i t is 
difficult for a dealer to give his best efi"orts to tw ô separate lines, and 
also, that if the lines are in widely separated price classes, i t is diffi
cult for dealers to sell high-priced and low-priced cars wdth equal 
efficiency. 

I n spite of the fact that exclusive dealerships are more or less a 
matter of trade custom in the motor-vehicle industry, there are many 
situations in which small sales potentials exclude the possibility of 
single-line dealerships operating at a profit. 

Exclusive deadership strictly applied tends to make i t difficult for 
manufacturers of single Imes ancl with comparatively limited market 
for their cars, to obtain retail distribution and thereby tends to 
restrict competition in the manufacture and distribution of motor 
vehicles. 

Dual dealerships,—Certain types of combinations of two or m.ore 
makes of cars m a single dealership have been resorted to by manu
facturers particularly during more extensive periods of lessened con
sumer demand. These are known as dual dealerships and are of 
two distinct types. The first is created by the combining of two re
lated makes of motor vehicles in one dealership and the other results 
from the combining of makes of unrelated manufacturers. Combina
tions of General Motors makes such as Chevrolet and Pontiac or 
Oldsmobile and Cadillac are exainples of the former, as are the 
Chrysler-Plymouth, Dodge-Plymouth and De Soto-Plymouth dealer
ships. Another example is the combination of various Ford Motor 
Co. ancl related company makes such as Ford and Mercur3'-, Ford 
and Lincoln-Zephyr, and Lincoln-Zephyr and Lincoln. The second 
or unrelated dual dealership might be composed of Hudson and 
Packard, Chevrolet and Packard, Ford and Cadillac, or similar 
combinations. Such a combination as Chrysler-Plymouth and 
Paiikard', -while composed of three makes, represents the products of 
only two manufacturers. In this case Chrysler Corporation and Pack
ard Motor Car Co,, are also considered as dual dealerships of the 
unrelated type. 

During the depression period, around 1932, many dealers were 
unable to obtain a sufficient volume of sales in a single make of car to 
operate profitably. IVIanufacturers found that in order to hold their 

250 
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dealer organization, i t was necessary to permit their clealers to handle 
additional makes. This was particularly true in the high-price field. jlljji 
Ma-nufacturers producing more than one make frequently comibmed 
representation of two or more of these makes in single dealerships. 
For example, General Motors Corporation in 1932 and 1933 carried 
out a program of combining certain of their makes in so-called dual 
dealerships. These combinations included placing Oldsmobile dealer
ships with CadUlac dealers, Buick -with Pontiac, and Oldsmobile also 
with Chevrolet. A report on this program was summarized in the 
minutes of a general sales committee meeting held on March 29, 1933, 
and the advantages of combining OldsmobUe and Cadillac were also 
pointed out, as follows: 

Dualing of Olds w i th CadiUac now involves about 50 percent of Cadillac's 
volume, which is expected to reach 60 to 70 percent before the year is over, 

Buick and Pontiac are coupled up at 1,100 points and there are 200 to 300 more 
to be dualed. I n Chicago, adjiLstmeiit w i l l have to be made in tlie pre.sent 
number of dus.l set-ups. 

Olds a.nd Che\'rolet are coupled up in approximately 400 cities of over 5,000 
•population and in about 1,200 places under 6,000 population. Of these 1,600 
dual set-ups, 300 to 400 wi l l likely pass out of the picture, leaving about 1,200 
dual dealers whose performance can be measured against Chevrolet exclusive 
dealers. 

The chairman stated further that i t has been found that exclusive Olds dealer
ships in the big metropolitan cities, wi th their high fixed expense and low volume, 
-cannot operate profitably on a 26-percent discount. On the other hand, the Olds 
iiccount can be adequately handled in.a CadiUac set-up on the 26 percent dis-
•couiit; consequently. Olds is being coupled up wi th Cadillac in these large centers. 
Specifically, the chairman stated that this has already been done in the New 
"York area and i t is proposed to do this also in Detroi t and Pittsburgh. 

While the number of dual dealerslups has decreased as consumer 
demand and retail distribution of motor vehicles increased, many of 
the combinations established daring the depression period remain in 
.effect at this time. 

- SEC'I'ION 2. EXCLUSIVE REQUIREMENTS I N H A N D L I N G MOTOR 

VEHICLES 

AU of the present m.anufacturer-dealer agreements contain pro-vi-
:sions restricting the dealer's use or sale of repair parts not manu-
Jactured, authorized, or sold by the manufacturer party to the agree
ment.^ Several of the agreements require the dealer not to sell or 
i n any way represent any make of new- motor vehicle other than that 
of the manufacturer without obtaining the written consent of the 
manufacturer and on the manufacturer's request dealer agrees to dis
continue the representation of any other such make or makes of auto
mobUes. 

The policy of the manufacturers in granting permission to a dealer 
•to handle additional makes of cars or in placing their makes with 
-dealers alreadj'^ representing another automobile manufacturer appears 
to depend largely upon the questions of availability of dealer repre
sentation and the ability of the territory and the make of car to support 
a single-hne dealer. 

The manufacturer who produces several makes in various price 
classes is in quite a. difl'erent situation from the single-line manufac
turer in respect to his ability to l imit his dealers to his makes of cars. 

1 A description of these provisions will be found in Chapter I I I , Nature and Basis of Maaufacturer-Dealer 
Relations. The extent of enforcement thereof is discussed in Chapter VIII , Manufactiirers' PoUcies and 
Practices Respecting Tools, Accessories, Parts, aud Equipment. 

f, if 
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For example, a territory niaj^ not warrant the establishment of a 
dealer handling only Cadillac and LaSalle cars. I n such a situation 
General Motors has other less expensive makes which i t may combhie 
wdth Cadillac ancl LaSalle to give the dealer sufficient volume to 
produce a profitable operation. On the other hand, a maii-afacturer 
with a limited line of cars, such as Hupmobile, wdien faced with a 
similar situation may find i t necessary to allow- its dealer to handle 
cars produced by other manufacturers. The addition of lower-
priced models by several single-line manufacturers has undoubtedly 
lessened their disadvantage in this respect in relation to the multiple-
line manufacturers. Very few manufacturers at present manufacture 
cajs in only one price class. 

I n general, the policy; of the manufacturers is to limit their dealers 
to handling cars of their own manufacture wherever possible, par
ticularly in larger communities. 

SECTION 3, REPLIES TO COMMISSION'S REPORT FORM 

Regarding manufacturers' requirements that dealers handle their 
products exclusiveh'^, the Commission, in its report form sent to 
dealers, asked: 

To what extent are you required by the manufacturer or distributor to be an 
exclusive de.aler, including: 

(a) Passenger cars and trucks. 
(b) Parts, 
(c) Accessories (including tires). 
{d) Any other iterhs, 

RepUes received from dealers indicate that Chrysler, Ford, and 
General Motors are more emphatic in their demands for exclusive 
representation than are the other manufacturers from wdiose dealers 
replies were received. Of the dealers representing the three above-
named manufacturers exclusively, approximately 71 percent indicated 
that the exclusive handling of their respective manufacturers' cars 
was required by the manufacturer, wdiUe only 35 percent of the 
dealers representing other manufacturers so indicated. 

I n addition to those who stated they were required to be exclusive 
dealers, many stated that they, did not know- or that the cjuestion 
had never been raised. Among these were statements such as: 
"Never tried," "Haven't wanted others," "Never been discussed," 
"Never asked to handle any other." Another reply of interest w'as 
"Contract on nonexclusive basis.". This is true of the dealer agree
ments of many manufacturers whose policy, nevertheless, definitely 
does not favor allowing their dealers to handle other makes of new 
cars., 

Chrysler Corporation.—Chrysler Corporation manufactures cars 
in various price classes ranging from the Plymouth in the low-price 
field to the larger Chrysler models in the high-price class. The policy 
of the company is to combine Plymouth with each of its other lines 
in the establishment of dealerships but not to permit the handlmg 
of any other makes by its dealers. Thus tlie-Chrysler Corporation 
dealers a.re of - tliree classifications, namely,; Chi-j'sler-Plymouth, 
De Soto-Plymouth, and Dodge-Plymouth. 

Lester P. Colbert, attorney for the Chrysler Corporation,-wdien 
asked regarding..,-the corporation's,,policj' in regard to. its- clealers 
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handling other mr̂ a.nufacturer's motor velucles, referred to the clause 
in the corporation's 1938 dealer agreements which provides that the 
assumption of any other line of motor vehicles for sale by dealers 
without written consent of the corporation, may be reason for can
celation. Mr. Colbert stated that i t is not the general policy of the 
corporation to consent to its clealers taking on lines of automobiles 
produced by other manufacturers, that this practice would not be 
to the best interests either of the manufacturer or of the dealer. 

Data obtained from the files of the Chrysler Corporation, as well 
as statements of distributors ancl dealers, indicate that the corpora
tion's policy is as stated by Mr, Colbert, For example, V, M . Fulton, 
field representative of Chrysler Corporation, reporting on a Chrysler 
clealer at Dover, Ohio, who was also handling the Packard line, made 
the following statement: 

I discussed with Tommey Bros, today the matter of the Packard franchise 
recently taken on by them. I covered this subject from all angles and then 
told them definitely that if tbey -wanted to continue with Dodge and Plymouth 
it -would have to be on a strictly exclusive basis and that the Packard franchise 
would have to be given up at once. They were much taken back and wanted 
a few days to think it over. I believe they wiU get in line and I hope so for they 
have been good dealers. 

Will foUow up for definite conclusion the first of next week. * * * 

A Packard distributor in another part of the country stated that 
the number of his subclealers had decreased considerably due largely 
to Chrj'-sler Corporation refusing to allow dealers to hancUe auto
mobUes produced by other manufacturers. 

A distributor handling lines manufactured by Chrysler Corporation 
and located in the same territorj'- as the Packard distributor men
tioned above intimated that i t was the policy of Chi-ysler Corporation 
and distributors of Chrysler products to approve contracts with 
dealers handling other competing cars and then, after stocking them 
with parts, accessories, equipment, and new cars, to inform them 
they must drop the competing Ihie or give up the Chrysler lines 
handled, 

A. case of this type was reported by a De Soto-Plymouth dealer 
in another part of the countrj^. This dealer reported that he had 
been representing Packard Motor Car Co. for some time wdien in 
1932 De Soto Motor Corporation solicited and accepted him as a 
dual account to represent, in addition to Packard, the De Soto and 
Plymouth lines. In 1936 De Soto complained that the buUding 
housing the dual dealership was not large enough, although it woiUd 
have been spacious enough to accommodate the De Soto-Plymouth 
lines alone. Upon the oral assurance of De Soto representatives 
that he could continue as a dual dealer as long as his sales were 
maintained at the national average, the dealer purchased a larger 
buUding. In 1937, De Soto notified him that he could not continue 
as a dual dealer because it had become the company's national policy 
not to have dual dealers. The dealer reported that De Soto admitted 
at that thne that his sales were being maintained at the national 
average, but when he refused to cancel his Packard franchise De vSoto 
canceleci theh dealer agreement with hhn. 

Since the De Soto-Plymouth line represented 60 percent of his 
gross business and Packard 40 percent, and the Packard business was 
not sufficient to carry the large building which had been purchased 
with De Soto's approval, the dealer approached De Soto regardhig 
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reinstatement, De Soto agreed to sign a new contract, provided 
the Packard franchise would be canceled the next day and proof of 
ca.nceiation furnished. 

After the dealer canceled his Packard contract, the De Soto Motor 
Corporation regional manager confronted hhn with a letter in which 
the dealer was to agree to adhere to all future De Soto programs and 
sales activities and do certain other things. Since his Packard fran
chise was already canceled, the dealer stated, he had to sign this 
letter and accept its terms. 

In the De Soto contract under which this dealer was operating in 
December 1938, there is a paragraph wdiich stated that all prior 
agreements were thereby- canceled. In spite of this provision, the 
regional manager stated to the dealer that he expected him to be 
bound by the terms of the letter referred to above. 

Cooperation among the various divisions of Chrysler Corporation 
in the matter of dealers handling other lines is evidenced by the 
foUowdng excerpt from a letter from S. W. Munroe, director of 
sales. New York, to C. L, Jacobson, assistant general sales manager 
of the Chrysler Division, under date of October 5, 1937: 

Walter Allen has had tw-o bad dealer situations which have been operating 
under the C, E. Fay Co. during the p.ast year. 

One is the case of the, Wheaton iVIotor Go. in Belmont^ Mass. They have been 
quietly .melting Pontiac cars during the past year. Mr. Wheaton a year ago fur
nished our Boston ofiice with a so-called copy of his letter of cancelation of the 
Pontiac franchise "which, was supposed to go through in registered mail. He 
continued to secure Pontiac cars and sell them. 

The other case is that of Connelly's Aberdeen Garage in Brighton. Mr. 
Connelly has been selling CadUlac and La Salle and we believe that he has boot
legged several Packard deals. 

1 notified Norman Fay this morning that we -would not pay him the override 
discount on any of the 1938 series cars sold to the above-mentioned dealers. Mr. 
AUen is notifying the treasury department. 

The point I wish to bring up in connection with these two dealers is the fact 
that Connellj^'s Aberdeen Garage, Inc., have definitely stated that if we cancel 
their Chrysler-Plymouth franchise they could get Dodge or De Soto. Unless the 
respective Dodge and De Soto regional managers are notified from Detroit to 
lay off of these two dealers they undoubtedly will move in the minute we move 
out. If we propose to enforce our policies and maintain the good will of our 
distributor, I do not feel that w-e can permit a dealer to force us from our base 
by making a threat to take on the line of another division of our corporation. 

On October 7, 1937, Mr. Jacobson wrote the Dodge and De Soto 
Di-visions as follows: 

We are advised by the Boston region that they are having some difficulty with 
the Wheaton Motor Co., Belmont, Mass., and Connelly's Aberdeen Garage, Inc., 
Brighton, Mass., and we desh-e to have it known by your organization that we 
•s\'Ul not under any circumstances release these dealers to any other division. 

WUl you please notify your organization accordingly, so there can be no mis
understanding in this respect. 

Ford Motor Co.—The pohcy of the Ford Motor Co. since early in its 
history has been to forbid its dealers to ha-ndle motor velucles manu
factured by concerns other than itself or its aflihated compames. I t 
has also forbidden its dealers alteiing or handhng altered Ford cars; 
that is, cars converted from passenger cars to trucks, or similar con
versions. 

The terms of the 1911-12 Ford hmited dealer's hcense and agree
ment contained a provision forbidding the sale of automobiles of other 
manufacturers without the written consent of the Ford Motor Co., 
the clause containing this specification follows: 
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I t is further agreed that the limited dealer-licensee will not sell or cause to be 
sold, directly or indirectly, unless the written consent of the manufacturer-licensor 
so to do has been first obtained, automobiles made by any other part.y or parties 
than the manufacturer-licensor, except as hereinafter stated. 

I n recent contracts no clause is found restricting the dealer to 
handhng only motor velucles manufactured by Ford Motor Co., but 
there are ample pro-visions in the contract which would enable the 
manufacturer to enforce a pohcy of this kind. For example, the dealer 
agrees— 

Not * * * to continue sales policies to which company may object as 
detrimental to its good will. * * * 

T^Tiile no direct prolubition is contained in recent contracts, m.any 
dealers have been canceled because thej^ handled new cars of other 
manufacturers. Cancelation files of the Ford Motor Co. show that 
during the years 1923, 1924, 1925, and the first 3 months of 1926, 38 
dealers were canceled for the principal reason that they were handhng 
another line of cars, ancl 21 clealers were canceled because the}^ were 
taking on another line. , 

During the years wdien the Ford model T was the largest-selling car 
m.a.nufa.ctured, the demand for the car, even in smaller communities, 
was great enough to support dealershii^s handhng no other Unes. 
Dealers, however, chd attempt from time to time to increase their 
field by handling various products designed for use with Ihe model T 
chassis. Such products included special bodies which were roomier 
and were claimed to increase the riding qualities of the car, ancl, prior 
to the manufacture of trucks by tlie Ford Motor Co,, equipment for 
converting the model T chassis into truck chassis. The company cUd 
not desire its dealers to engage hi tins type of business and forbade 
their doing so, stating that dealers who persisted in this practice w-ould 
be replaced by others who would adhere to Ford policies. 

The Ford Motor Co,, with its Ford V-8's, Mercury, Lincoln-
Zephyr and Lincoln cars, trucks, and commercial cars, can now furnish 
the dealer -with motor velucles in practically all price classes and can 
enable a dealer in smaller commmnties to compete wdth various cars of 
dual dealerships handling makes of the other large manufacturers. 
No material in the files of Ford Motor Co, examined by the Com
mission's representatives, nor statements of dealers, indicated that the 
compa.ny had had any recent difficulties regarding handUng of other 
makes of automobiles by its dealers. Of the dealers replying to the 
Commission's questionnaire, only one handled another hne in addition 
to Ford, ancl tins one handled Cadillac and La Salle. The Ford dealer 
did not indicate that he handled any Ford hne except the Ford V-8, 
wluch is not in a, price class competitive with Cadillac a.nd La Salle. 

Genera.l Motors Corporation.—The pohcy of General Motors Cor
poration regarding dual dealerslups is best illustrated by statements 
made from time to time by executives of the corporation in its general 
sales committee meethigs. 

Briefly stated, the corporation poUc-y does not favor combining its 
lines -with those of any other manufacturer in one dealership. Wliere 
territory is such that single-line dealerships are not feasible, combina
tion of various General Motors hues is preferred. 

Before discussing the general sales committee meetings, i t should be 
stated that the various General Motors sales agreements contain a 
pro-sdsion for certain reparations for loss on premises owmed or leased 

Ml 
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by their dealers in case of cancelation by the appropriate di-vision of 
the corporation. How êver, if the dealer is handling other ma-nu
facturer's cars, then there is no reparation for loss on lease sustained 
by virtue of cancelation of the General Motors di-vision agreement, 
whether the other manufacturer cancels the dealer or not. 

The history of the corporation's policy regarding the handling of 
other manufacturers' Unes by dealers selUng General Motors' makes, 
from 1925 to 1933, is shown in the following extracts from General 
Motors' general sales comnnttee meeting minutes: 

In the account of a meeting held May 4, 1925, the following ap
peared: 

1. The fact is well-recognized that there is inherent advantage in exclusive 
dealer representation. Therefore, at all places where volume of business is ob
tainable and other circumstances permit, the condition of exclusive representation 
should be insisted upon by each division. 

2., In the smaller centers where exclusive representation is impracticable or 
uneconomic, it is necessary to have dual representation. In aU such cases it is 
desirable to effect dual representation by coupling up the product of t-̂ 'o or more 
General Motors divisions, rather than with competi-tive manufacturers. 

With this in view, it was agreed that it would be advisable for the sales managers 
to have meetings at regular intervals for the purpose of general discussion of 
localities requiring representation, to decide which division should be afforded the 
opportunity of soliciting the account of a dealer already representing one of the 
divisions. 

The policy of giving a General Motors dealership to a dealer 
handling a competing line, with the eventual purpose of crowding out 
the competing line, ŵ as aclvocated at a meeting September 9, 1925, as 
follows: 

Mr. Strong pointed out that there is a place in the field for each General Motors 
car, and he suggested as a matter of policy that when a division cannot get exclu
sive representation that they should work to the end of getting their product in 
with some competitive product, with the idea of eventually crowding out the 
competitive line. 

This policy ŵ as again advocated at a meeting on December 1, 1926. 
The success of such tactics by the Buick division was pointed out, as 
were other principles of distribution which had been followed by this 
di-vision. The minutes of this meeting stated: 

Mr. Crrant stated that the caliber of the average dealer was not sulBoiently 
broad to permit of his successfnUj"- handling more than one line of cars. The 
average dealer, i t was held, could not successfully serve two masters. 

Mr. GRANT, "There are, of course, certain places in the United States where the 
market is so thin that the dealer must have more than one hne in order to get the 
volume, but in the main, the interests of the corporation are better served through 
exclusive representation, 

"Each of our divisions should build up their own direct representation as far as 
possible, putting their lines in with, competitive dealers if necessary, -with a view: 
of crowding the competitor out as time goes on," 

Mr. Strong stated that in building up the Buick field organization they had 
placed the Buick in with competitive cars and had later been successful in getting 
the dealer to thi-ow out the competitive product, Mr. Strong outlined the course 
of development that Buick had undergone. In the early days of the industry, 
they would go into a stra-tegic point, get a strong dealer, give him a large territory, 
and appoint subde.alers under him. Then, after the business had been built up in-
that territorj-, a number of these subdealers would be changed into direct dealers. 

At a meeting held April 11, 1928, reasons for cancelation of dealers 
were discussecl, vimong these reasons was "Refusal to discontinue 
dual lines." 

A discussion on June 6, 1928, of the policy of substituting a second 
General Motors line for a competing line in the cases of General 
Motors dealers ŵ ho handled competing lines ŵ as reported as foUow-s: 
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The chairman [Brown] said that in those oases where a General Motors dealer 
handles a competitive line there can be no good reason why he should not be com
pelled to discontinue it and take on some other General Motors line that is in need 
of representation, provided the situation does not justify exclusive representation. 

The secretary read a resolution which was offered as an amendment to the former 
resolution, to cover the point made by Mr. Brown: 

"Resolved, That in the case of a division's dealer -̂ \'ho handles a line competitive 
to General Motors, the division shall allow the dealer to take on another General 
Motors line to replace the competitive line, unless the situation holds the distinct 
prospect of exclusive representation within a reasonable time." 

The chairman pointed out that the proposed resolution was not intended to 
void the resolution passed in December 1926, but as an amendment to it. In 
other words, the division seeking to obtain an outlet where another division has a. 
dealer handling a competitive line also, it would still be obligatory on the part of 
the first division to approach the second division to see v,-hether it is the iii-tention 
to allow their dealer to continue to handle two lines. If such is the case, then the 
first division would be privileged to solicit the dealer to handle its line. However, 
if i t is tlie distinct intention of the second division to compel its dealer to go on an 
exclusive basis witiiin a reasonable length of time, then the first division would not 
be permitted to solicit the dealer to handle its line. 

The necessity of dealers of, the higher-priced makes being allow êd 
to represent other lines as w êll in certain territories w"as discussed at a 
meeting on October 22, 1930, and the desirabUity of combining two 
General Motors lines in such cases was pointed out as follows: 

Mr, Chick stated tliat in certain towns where it is impossible for CadiUac to get 
representation jointly with another General Motors dealer they are forced to solicit 
competitive dealers. The chairman requested Mr, Chick -to furnish him with 
the names of the tov,'ns in which this problem arises so that every effort may be 
made to give Cadillac representation with a General Motors dealer before they 
approach competitive dealers on this matter. 

The progress of the corporation's activity in connection with com-
bming its lines in dual dealerships was outlined at a meeting on Api-il 8, 
1931, The company's policy in regard to allowing dealers hi its Ihies 
to handle those of other manufa-cturers was aJso stated. Excerpts 
from mmutes of this meeting follow: 

The progress report of the dual-dealer activity was presented to the committee. 
According to this report, 1,272 prospecti','e dual dealers are under consideration, 
and 540 had been completed as of April 1. , 

Reviewing the.se presentations, Mr. Grant stated that, in his opinion, a division 
should get representation in ail major towns b.y some means—exclusive repre
sentation if possible, but if not, dual representation with a General Motors dealer; 
or, in the event that this is impossible, with a competitive dealer or with a garage 
of some kind. The most important point, he stated, is to get representation in 
some -u'ay. 

After reporting on dual dealerships studied on two western field 
trips. Chairman Grant made the foUowdng statement at a meeting on 
January 4, 1933: 

The chairman stated further that wherever possible a competitive account that 
is dual with a General Motors account should be replaced with another General 
Motors account. He also stated that Continental, which is attempting to get 
distribution through alreadj' established dealers, should not be permitted to get a 
foothold with General Motors dealers. 

At a generalsales committee meeting on January 10, 1933, Chairman 
Grant stated that at a dealer meeting held the previous day he had 
announced the following policy regarcling dual dealerships: 
* * * where, after analysis by the zone and the dealer, i t is evident that the 
only way to sa-ve a dealership is to couple up and w'here a General Motors account 
is not available, no objection will be raised to such dealers taking on a competitive 
account. 
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Minutes of general sales committee meetings since September 1933 
were not obtained, but there is no information to indicate that the 
corporation's policy regarding dual dealerships has changed. I t 
may be summarized by stating that the corporation does not favor 
dealers in its lines handling competing lines but will approve tins 
set-up where it is impossible to obtain exclusive representation or to 
combine two or more General Motors lines in one dealership. Further, 
the corporation has placed its lines with dealers handling competmg 
lines "with the idea of eventually crowding out the competitive line." 

Hudson Motor Car Co.—As previously stated, manufacturers 
producing comparatively limited lines of motor vehicles are not in as 
strong a position in regard to insisting that their dealers handle their 
lines exclusively. The smaller volume of distribution of these manu
facturers also mcreases the necessity of allowing their clealers to handle 
other manufacturers' makes, especially in territories where the sales 
potential of a single one of such lines is insufficient to supply a dealer 
with a profitable operation. 

The policy of the Hudson Motor Car Co. is to ha-̂ ê its dealers handle 
its line exclusively to as great an extent as it is able. This policy is 
indicated by material obtained from the files of the company. For 
example, on February 21, 1938, C, G. Beeching -wrote the New York 
zone manager, F. D. TurrUl, in part, as foUows: -

I would like to call your attention to the fact that you have entirely too many 
dual dealers. Get some action and get something done on this. 

This letter was in reference to a weekly zone report of Februarj'- 12, 
1938, submitted by Mr. TurrU), in which were listed seven Hudson 
dealers who handled other lines. The report commented on each 
individual situation as foUows: 

Regarding a dealer handling HupmobUe he stated: 
Necessitates my getting into this situation. Feel certain they will cancel other 

line. 

Thi-ee dealers handled Willys, and Of these he wrote: 
Agreed to cancel Willys after liquidation of stocks. 
Assures us nothing being done with Willys. Certain he will cancel. 
Doing little with Willys. However, will not cancel immediately. Expect 

action in near future. 

Concerning a dealer handUng Packard, the Neŵ  York zone manager,, 
reported: 

Necessary we take time before we can separate this account just recently signed. 

Of a CadiUac-La Salle dealer he stated: 
Do not term this as direct interference. Dealer will not cancel higher-priced 

line. 

The seventh dealer handled Studebaker in addition to Hudson, 
ancl on this situation he reported: 

Dealer has agreed to cancel Studebaker. WiU do so aftgr liquidation of stock. 

District-organization correspondence betw êen E, K. Dodge and 
J. S. Oliver, both of the Hudson organization in July 1937, respecting 
the unsatisfactory operations of a distributor in the company's 
Memphis territory, stated: 

Distributor started •s\'ith us late in November, taking over a dealer group 
comprised of many dual accounts, etc. Much effort has been put forth in the 
field to correct the du&l situation, and also to close the important open points 
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existing. Slow progress has resulted; however, in time the picture wiU improve 
considerably. 

Nash-Kelvinator Corporation.—The agreements of Nash Motors 
Division of the Nash-Kelvinator Corporation provides that i t is 
imderstood that the net prices of cars showm apply only in the event 
that the dealer does not engage in the sale of new automobUes except 
as are manufactm-ed by the corporation or its subsidiaries. Should 
the dealer faU to provide such exclusive representation the net prices 
to the dealer are increased $10 on the Ambassador 8 series, $8 on the 
Ambassador 6 series, and $7 on the La Fayette series. 

The Studebaker Corporation.—The Studebaker sales agreements 
provide that the distributor shall not handle or sell other makes of 
new automobUes or parts in such a manner as wiU prejudice the sale 
or reputation of Studebaker or injure the name "Studebaker." Also, 
the distributor agrees to consult Studebaker before dealing in any 
other makes of new automobUes or parts. 

Graham-Paige Motors Corporation.—The Graham-Paige agreements 
provide that the distributor shall not sell or deal in other makes of 
motor vehicles, chassis, or trucks made by other manufacturers with
out the written consent of a designated official of the manufacturer. 

'1' 
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CHAPTER VIII . MANUFACTURERS' P O L I C I E S AND PRAC
T I C E S R E S P E C T I N G PARTS, ACCESSORIES, TOOLS, AND 
EQUIPMENT 

SECTION 1. H A N D L I N G OF MANUFACTURER'S PARTS ExcLusivEL-f 

AU of the present autoinobile manufacturers' dealer or distributor 
sales agreements contain some provision concerning the use or sale of 
the respective manufacturer's parts exclusively. Tho terms of these 
provisions are set forth and discussed in Chapter H I , Nature and Basis 
of Manufacturer-Dealer Relations. Most of the agreements forbid 
the use or sale of parts not manufactured or approved by the dealer's 
manufacturer wdiUe in others there is no provision for consent. 

The basis for the hiclusion of these, provisions is generally stated by 
the manufacturer to be the interest of the manufacturer, the clealer, 
and the car owner in the avaUabUity of satisfactory repair and replace
ment service. For example, the provision in the- Chevrolet agreement 
is stated by the manufactm-er to be based on recognition of the mutual 
interest of the manufacturer and dealer in maintaining owner goodwill 
through prompt and satisfactory service at reasonable cost, the pri
mary responsibUity for fm-nishing such service resting on the dealer. 

The ])rovision in the Cln-ysler Corporation's Chrysler-Plymouth 
distributor sales agreement is stated by the manufacturer to be based 
on recognition of the importance to the manufacturer, the distributor, 
the public, ancl the o-wners of Chrysler and Plymouth products that 
the products be safe and measure up to Clu-ysler's standards of manu
facture. 

I n the Ford dealer sales agreement the manufacturer provides that 
dealers handle only parts of this manufacturer because the company 
in its advertising has consistently m-ged owmers of its makes of cars to 
patronize authorized clealers as proper sources from which to procure 
genume parts. 

The very large profits and especia,lly high rate of return on their in
vestments in their parts and accessories departments realized by manu
facturers is undoubtedly a factor underlying the manufacturers' in 
sistence that their dealers handle only parts of their manufacture and 
also the manufacturers' pressme on dealers to take unwanted parts 
and accessories. The profits made by manufacturers in their produc
tion and sale of parts and accessories are described in chapters X I I to 
XV, 

Manufacturers claim that their insistence that clealers shall provide 
standard service facilities and handle adequate supplies of satisfac
tory parts has resulted in the development of consumer service, by 
which owners of automobiles, particularly of makes produced by the 
larger manufacturers, can obtain prompt emergency service in prac
tically every part of the country. However, i t appears that jobbers 
and wholesa-lers of parts have played an important part in this develop
ment. 

260 
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I n this connection i t is to be noted that manufacturers with large 
sales volume capable of supporting a greater number of dealerships 
making adjustment, replacement, and repair services readUy acces
sible to motorists almost everywdiere have a distinct advantage over 
manufacturers wdiose volume permits only a smaller number of dealer
ships in soinethnes widely separate locations. 

The independent parts manufacturers have undoubtedly played an 
important role in efi'ecting improvements in automobiles through de
velopment of parts and equipment of greater efficiency ancl durabU-
ity. The value of this service is recognized by an independent auto
mobile manufacturer wdio wrote the Commission stating that the 
company: 

* * •* always welcomed the opportunity to select for the public from among 
the products of the parts makers those parts which would in all respects give the 
best results in use and with respect to which an adequate service was rendered 
throughout the country. Considering the relatively complicated nature of an 
automobile with the thousands of parts entering into it, i t would certainly seem 
that in the American economy the continued development of the parts making 
phases of the iud-ustrj' will be essential to the production of the best cars for the 
least money to insure that American cars will always find an increasingly substan
tial demand in the world market. 

As concentration in the manufacture of motor vehicles increases, 
the tendency of large car manufacturers is to take over the hidepend-
•ent manufacturers of parts. To the extent that car manufactm-ers 
:absorb parts manufacturers and Ihnit the sale of parts of the remaining 
parts manufacturers through insistence tha.t their dealers handle only 
•parts of their owm or approved makes, the car manufacturers tend to 
restrict free competition in the parts manufacturmg industry. 

I t is to be noted, further, that in some instances the parts sold to 
dealers by the automobile manufactm-er are purchased by the latter 
from independent ])arts manufacturers and resold to the dealers, fre-
quentlj^ at prices higher than those the dealer would have to pa}'- if he 
were allowed to deal dhectly with the parts manufacturers, or with 
independent wdiolesalers handlmg parts produced by the particular 
parts manufactm-ei-s involved. 

Enforcement of agreements regarding dealer use of -manufacturer's 
parts.—In its i-eport form sent to motor-vehicle dealers, the Commis
sion asked the clealers to state to what extent they were required by 
the manufactm-er or distributor to be exclusive clealers in passenger 
•cars and trucks, parts, accessories, and other items. | j*i | 

Of the dealers replying- to this question, a little over one-third indi
cated they are required to handle their manufacturers' parts exclu-
:,sively. Most of the rephes w êre brief, many simply stating, "Fully," 
"100 percent," "None," or "No." 

Among dealers handing the products of dift'erent manufacturers, 
there was considerable variation in the proportion of dealers who 
stated that tliej-were required to handle theh manufacturers' parts 
exclusivel3^ A much larger proportion of dealers reiDresenting the 
three large manufacturers than of dealers representing all other makes 
rso indicated. 

Some dealers simply stated their contracts required handhng of 
.manufacturers' parts exclusive^ w^hile others were apparently una
ware of this provision. Some indicated that the policy of their 
irespective manufacturers was in accord with this provision but that i t 
was not rigidly enforced. As iu the case of replies regarding cars and 
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trucks, some dealers indicated that they carried their manufactm-ers' 
parts exclusively, and no question of enforcement of the provision 
would in such cases arise. 

Following are some of the statements of dealers on this subject 
made to agents of the Commission or in response to questions asked 
in the Commission's report form: 

Chrysler Corporation.—As previously stated, most of the replies 
were shnply of the "yes" or "no" variety. Those quoted below are 
typical of other replies received from dealers in the Chrysler lines. 

A De Soto-Plymouth dealer stated: 
We naturally buy 90 percent of our parts from Chrysler—no pressure. 

Another De Soto-Plymouth dealer stated regarcling parts purchasing 
that the manufacturers— 

Try to regulate but are not able. 

A Chi-ysler-Plymouth dealer justified the manufacturers' attitude 
regarding handlmg of their parts exclusively, as follows: 

Expect their dealers to use genuine parts, the material and processing of which 
has passed their inspection. We have no desire to handle counterfeit parts and 
feel that no dealer who is honorable and honest in his relations with his customers 
should do so. Our experience with cars in -n'hich counterfeit parts have been 
installed confirms our belief that the sale of these products approaches the pro
portions of a racket and that car manufacturers ought' to have legal protection 
against the sale of imitation parts made of inferior material and not adequate 
for the service required of them. 

In connection with the foregoing, it should be pointed out that in 
some instances the parts objected to by the motor-vehicle manu
facturer are identical wdth those he supplies, being made by the same 
factory and sold to the motor-vehicle manufacturer. A Dodge-
Plymouth dealer stated that these parts could be bought at lower 
prices from the parts manufacturer who made them than from the 
motor-vehicle factory, his statement being as follows: 

A lot of the parts used in our cars are manufactured by parts makers and sold 
to the factory. In some instances we can buy these parts from the manufacturer 
cheaper than we can from our factory. Tliey naturally find fault with the dealer 
for doing this. 

Another Dodge-Plymouth dealer, indicating a change in the com
pany's policy regarding exclusive handling of parts and accessories 
since the inception of the Commission's motor-vehicle inquiry, stated: 

Up until the Federal Trade investigation this year, we have constantly been 
under pressure to do something, either buy cars, buy trucks, try to sell radios, 
buy and sell other parts and other supplies made and sold by our manufacturer. 
In fact, we have been told that it was expected that we buy all accessories and 
equipment from our manufacturer,' that our friendly relations depended upon 
such. 

Our producers in the past have informed us they expected us to buy accessories 
from them, and in some cases we have been informed that we were not to put 
outside accessories on Dodge cars except those recommended and approved 
by our factory. This caused a large expense. This pressure has been taken off 
since the Federal Trade Commission investigation. 

Ford Motor Co.—Dealers' replies to questions in the Commission's 
report form indicated that the Ford Motor Co. was quite insistent 
that its dealers handle its parts exclusively. 

One Ford dealer stated that the compamĵ  required him to handle 
their cars and trucks exclusively but that the requirement regarding 
parts was less rigid, adding: 

' Chrysler Corporation. 
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The branch uses considerable pressure to force us to sell their parts. I f other 

parts are used they must not be advertised as genuine For4 parts, 

A Ford and Lincoln-Zephyr dealer stated: 
Manufacturer always insists on us carrying their parts exclusivelj-, but we 

carry jiarts of other manufacturers, * + * and keep them out of sight. 

To an agent of the Commission a Ford dealer stated that the factory 
representative checked his parts at intervals and if he discovered any 
parts or accessories not made by Ford, they were laid aside and the 
dealer was told to dispose of them within 30 days. I f the dealer did 
not comply, he would not be allowed to operate a parts-service truck 
for wholesale distribution of Ford parts. 

Another Ford clealer stated that he had tried to handle parts ancl 
accessories not manufactured by Ford and had been told by the 
factorj'- representative to get rid of them. The factory representative, 
according to the dealer, had made some very strong oral protests in 
this connection. 

General Motors Corporation.—In connection with General Motors 
dealers' complaints i t should be noted that the Commission com
menced its investigation of the parts policies and practices of General 
Motors Corporation and affiliated companies as early as February 
1934 and that a complaint in this matter w-'as issued in June 1937. 
This investigation has probablj' had the effect of reducing dealers' 
cause for complaint in connection with such policies and practices of 
General Motors Corporation, 

i.'ealers handling General M.otors lines w-ere particiUarly severe in 
their complaints regarding pressure to take more parts and accessories 
than they wanted, or felt they needed, and i t is to be noted that such 
oversupplying of dealers operates as a means of enforcing exclusive 
handling of the manufacturer's products by tending to force the 
dealer to confine his selling efi'ort to the articles with which he has 
been overstocked by the particular manufacturer concerned. 

As was the case generally in connection with this subject, most 
General Motors dealers ans-\vered the Commission's report form 
briefiy and wdthout comment. The following replies are of interest. 

A Buick dealer stated: 
Only genuine factory parts are allowed in your parts department. 

A dealer liancUing- OldsmobUe cars made the following statement: 
Our contract states we must use genuine Oldsmobile parts. 

Some clealers indicated that the manufacturers' policy had changed. 
I n this regard a Pontiac dealer stated: 

They do not bother us now. 

A Chevrolet dealer stated: 
Chevrolet's policy in regard to parts, while much better than i t was prior to 

1938, is still somewhat arbitrary. They still feel we should buy 100 percent of 
our parts, batteries, etc., from -them, even though we can buy the identical mer
chandise from otlier sources on a more favorable basis. 

Anotlier merely indicated that there has been a change by stating: 
No pressure now. 
One of the methods used to persuade dealers to handle Chevrolet 

parts exclusively was explained by a dealer, as foUow-s: 
•The factory has, by showing and explaining to, us the difference and inferiority 

of other than Chevrolet parts and accessories, tried to dissuade us from purchasing 
them. 
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Other m.ethods of enforcement.—As pre-viously stated, another prac
tice tending to prevent dealers from handling- parts, and also acces
sories, ma-nufactured by other concerns, is that of , exerting pressure 
on the dealer to overstock the motor-vehicle manufacturer's parts and 
accessories. This practice is described in the following section. 

SECTION 2. PRESSURE ON DEALERS TO T A K E PARTS, ACCESSORIES, 
TOOLS, AND EQUIPMENT 

M.anufacturers have exerted considerable pressure on dealers to 
take and sell parts and accessories in excess of quantities which deal
ers considered they needed and could handle profitably. Similar 
pressure has been used in connection w-'ith tools and equipment for 
use by dealers in servicing the m.anufacturers' makes of cars. Dealers 
generally reported, however, that such pressure either had been 
greatly lessened or removed in 19,38. 

The sales agreements, or supplements thereto, of manufacturers 
generaUy provide that the dealer shall maintain a minimum stock of 
parts and adequate tools and equipment for servicing the manufac
turer's cars solcl by the dealer,^ Some dealers stated that a require
ment wdiich must be met before the franchise w-as granted was the 
ordering of parts, tools, and other equipment in qua-ntities satisfactory 
to the manufacturer. 

Reported methods of forcing dealers to take unwanted parts, ac
cessories, tools, ancl equipment ranged from high-pressure salesman
ship to shipping these articles to dealei-s without the order or consent 
of the latter and with threats of cancelation if they were not accepted. 
Manufacturers forced acceptance of accessories in many cases by in
stalling them on c?.rs ordered by and shipped to the dealers. In other 
cases extra equipment a.nd accessories w êre placed in the trunks or 
storage space of cars shipped but were not installed. 

Chrysler Corp-:jratio-n,—Dealers handling Chrysler products are re
quired to carry supplies of parts as well as tools and equipment con
sidered hy the manufacturer to be adequate for the needs of the dealer
ships. Purchase of such supplies is agreed to by the dealer at the 
time the franchise is granted. Regarding this requirement, one De 
Soto-Plymoiitb dealer stated: 

All manufacturers require a dealer to buy at the tim.e of signing up for the 
franchise, a minimum stock of parts. '̂^ * * If the de.aler refuses to buy this 
material, he just doesn't get the franchise. 

Another De Soto-Plymouth dealer stated.: 
We were threatened with cancelation at numerous times and the renewal of 

our contract was held up, we believe, to force the purchase of tools and equip
ment that we did not desire to buy. 

The Dealer Operations Division of Chrysler Corporation keeps a 
close watch on the parts stock of dealers representing the corporation 
through reports made by its reiiresentatives. For example, M . J. 
Golden, regional manager at Detroit, wrote W, N . Frink, Cleveland 
district manager, on August 17, 1937, regarding parts carried by 
Lloyd P. Jones, Inc., dealer of Cleveland, Ohio, stating: 

In checkiTig your report of August 16, I notice that this city dealer does not 
carry the minimum parts stock, 

' See discussion \a ch. I l l , 
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This is part of the dealer's agreement and I don't see any reason why any city 

dealer, no matter how close he is to the distributor, should not carry an adequate 
parts stock. 

On September 25, 1937, Mr, Frinlc wrote Mr. Golden, as foUows: 
Yours September 23 at hand, asking replj' to yours of August 17. Please be 

advised tha-t Mr. Jones in the presence of our service representative, Don Maun, 
agreed to do certain things to correct his lack of parts stock, by buUding a suit
able parts-department space; however, he failed to complete the plans. I talked 
to Mr. Feder ^ about it just prior to my trip into Detroit, and on my return here 
after the meeting found Mr. Dowd ^ had gone on a fishing trip for a -R'eek; how
ever, on his return here Saturday I immediately contacted him on the subject 
and he agreed to talk to Jones -with me early the coming -week. 

I have also arranged to caU on Jones T '̂ith Mr. Miller, the factory-parts man, 
and also with Mr. Maun this coming Monday morning, and feel that we will 
remedy the trouble completely; will also write you in complete detail after our 
meeting with Mr. Jones. 

On October 1, 1937, Mr. Frink agahi wrote Air. Golden, stating: 
Today we feel happy to report that Mr. Jones, after many promises, has started 

tearing do-wn his old parts room and service office, and will immediately erect a 
nice small-parts and accessory room. He also has placed order with Dowd-
Feder for complete minimum parts stock and ful l line of accessories. He has 
also ordered four extra sets of steel bins. 

Regarding the shipment of unordered accessories, a De Soto-
Plymouth clealer stated, in part: 

We were not oversupplied with cars, parts, and accessories during 1938, 
We were, however, shipped 50 1937 radios to use in 1938 cars because the 

factory was oversupplied, notwithstanding the fact that -we ordered 1938 radios. 
Shortly after we received these radios they came out with their 1938 models and 
we w-ere obliged to sell the old type during the greater part of the 1938 model year 
at a disadvantage. 

Concerning the extent to which the manufacturer required him in
voluntarily to buy advertising materials, picture machines, special 
tools, parts, tires, accessories, etc., a De Soto-Ply-mouth dealer stated: 

Did not this year but have done so in previous years. We must cooperate 
with their requirements or we will not be rated a 100-percent dealer. 

Another De Soto-Plymouth dealer stated: 
Thej' insist on it . Often we buy tools they recommend although we seldom 

use them, 

A former De Soto-Plymouth dealer, ŵ ho later canceled his contract, 
stated that in 1934 the De Soto Division of the Chrysler Corporation 
had on hand a great quantity of auto trunks for touring models. 
This was at the time the buUt-in-trunli models came out. Demand 
for trunks was very light. In October, factory representatives con
tacted a.ll dealers and advised them of the quota of trunlvs they were 
expected to take, at $22.50 each. This was the price the trunks sold 
for in January or ŵ hen they were first built. The dealer refused to 
take the number of trunks allotted but finally agreed to take half the 
number. These trunfe were solcl at a loss by the dealer._ 

Regarding his early experience with Chrysler Corporation concern
ing losses resulting from oversupplying %vith parts, a Chrysler-Ply
mouth dealer stated: 

In almost every year we have been urged and forced to take automobiles that 
we did not w^nt up until 1937 and 1938. 

In order to become a Chrysler-Maxwell distributor in 1924, they forced so 
many Maxwell parts on us that we took a loss in succeeding years of about $10,000 

» Of the firm of Dowd-i-eder, Chrysler distributors, Cleveland. 
171233—39 19 
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obsolete parts. These were not all purchased in 1924 but yeai-s following; last 
year was the least obsolescence we had, and that was 12 percent of our last year's 
stock. The reason i t was as low as 12 percent is due to the fact they established 
a parts depot 3 years ago in and now have taken it avi'ay and it takes 
3 weeks to get any parts that are not common, such as spark plugs, ete. 

No coercion is being used at this time, as to parts and cars, but this has been 
done in the past, mostly through threatening to cancel our contract. 

This dealer also complained as to obsolescence of recommended 
parts, as follows: 

Most tools that were recommended -were 0. K., but our greatest loss was from 
obsolescence of recommended parts. 

The complaint that siipphes of parts and special tools were shipped 
to dealers with the introduction of each new model was made hy many 
dealers. A Chrysler-Plymouth distributor,, making such a complaint, 
stated that every time a new model was announced a suppty of parts 
was forced on him. 

Dodge-Plymouth dealers made complaints siinila,r to those described . 
above for the other Chrysler Corporation lines. 

A Dodge-Plymouth dealer complained of the pressure to take acces
sories, as follows: 

Sometimes they do a lot of high-pressure work on accessories at the end of a. 
season. 

Another Dodge-Plymouth dealer stated: 
The special-tool question has been with us for a long time, and at times has; 

been very objectionable. 

Concerning mvoluntary purchases of tools, parts, and other equip
ment, a Dodge-Plymouth dealer stated: 

We are told it is part of our contract to buy, regardless if we wish or need,, 
advertising material, picture machines, special tools, and parts. 

Another of the Chrysler Corporation's methods of seUing unwanted 
accessories is its practice of shippmg cars equipped wdth such acces
sories. In order to obtain a desired model most customers %vill accept 
one equipped with extras at an added cost rather than to be subjected 
to the delay w-hich would be necessitated by the placing of a, special 
order for a car not so equipped. 

The Chrysler Corporation's method of marking prices of its cars on 
display equipped with extras passes on to the consumer the cost of 
these accessories in a manner that is very likely to be misleadmg. For 
example, the Chrysler Corporation displayed a Dodge luxury liner-
de luxe at the New York Automobile Showin November 1938, with the-
following price shown on the front and rear Ucense-plate brackets, in-
the following maimer: 

DODGE 

LUXURY LINER DE LUXE 

4-Door Sedan $905 

Delivered in Detroit 
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An agent of the Commission was informed by several salesmen that 
the car displayed was sold in New York at the price advertised plus 
transportation only. Mr. John B. Covell, in charge of the display, 
advised the Commission's agent that the actual deUvered price of the 
car as displayed was shown on a tag attached to the steering column, 
which read as follows: 
Dodge Luxury Liner De Luxe 4-Door sedan, delivered in Detroit $905. 00 
Group-A accessories 22. 50 
Radio 51. 00 
White-sidewall tires 15. 75 
Electric clock 10. 00 
Chrome wheel rings 8. 00 
Chrome wheel disks 8. 00 
Glove-compartment lock . 75 

Total Detroit price 1, 021, OO 
Freight 43. OO 

Total delivered New York price 1, 064. 00 

Mr. Covell added that some of the New York dealers added an 
additional $5 to the price of this car to cover a lubrication contract. 

At times there were no price tags attached to the steering columns 
of the various Dodge and other Chrysler Corporation cars on display 
ancl it was stated that the pubhc would remove them ancl periodicaUy 
they would be replaced. 

Through the method described above, a customer, seeing the car on 
the floor was unmistakably given the impression that it could be 
purchased for $905 plus freight to New York, whereas the actual price 
of the car as displayed was $1,021 plus freight to New York and 
frequently plus the $5 lubrication charge, 

Regarcling the possibihty of obtaining a car at the $905 price, Mr. 
Covell stated that Dodge Bros, and the dealers would accept an order 
for a motor vehicle at the advertised price, especially from large fleet 
owners who so demanded, but the general practice was to include the 
extra equipment on cars sold to the pubhc. Also, he stated, an 
individual could get one on special order provided he desired to wait 
but because of this delay the pubhc readily accepted the extra equip
ment. 

Similar situations existed in connection wdth other cars of the 
Chrysler Corporation on display at the New York show. Mr. F. L. 
Link, in charge of the Plymouth displaj^, stated that a Plymouth could 
be purchasecl, by special order, without extra equipment by large 
fleet owners but that the general public was required to buy the car 
as displayed. Cost of extra equipment on the various models of 
Plymouths displayed ranged from $6 to $85. 

Thus, the above-described practices of the Chi-ysler Corporation 
not only constitute a method of forcing unwanted accessories and 
equipment but tend to mislead the purchasmg public as to the prices 
of the cars as displaj'ed. 

Ford Motor Co.—Ford dealers complained of pressure to accept 
imwanted parts, accessories, tools, and eqmpment but were most 
erdphatic hi their complaints concerning special tools and equipment. 
An example of tins type of complaint is the following statement of a 
Ford dealer: 

Have had to purchase too many unnecessary tools. Have a picture machine 
that I didn't want. Parts, tires, accessories, O. K.—no trouble here. The first 
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item is my pet peeve. K, R. Wilson tools sold by factory under "need insistence" 
have caused my teeth to gnash many times. Can buy better tools locally for 
equal or lower price and get "service" which the other people cannot give. 

Had to buy an $800 brake-testing machine against my wishes after 6 years of 
satisfactorily handling brake problems that were brake problems—when the brakes 
of 1938 cars were not a problem. Resignation as a dealer avoided tliis deal. 

Asked concerning what items he had been pressed to purchase 
involuntarUy, another Ford clealer stated: 

One-hund-Ted-doUar truck rear axle for display. 
Thousands of doUars of special tools which we didn't need or use, 
A third Ford dealer stated: 
Special tools are frequently shipped -without our authorization. 

In connection with these complamts, the equipment requirements 
for various sized Ford dealerships and serAdce stations are of mterest. 

There are fom- equipment groups, as follows: Group A comprising 
the minimum eqmpment rec[uired of all neighborhood service stations, 
a,ssociat6 clealers, and chrect dealers averaging less than 25 new-car 
sales per year; group B lists equipment for dealers selUng between 26 
and 100 cars per j'ear; group C for dealers selUng between 101 and 
300 cars; and group D for dealers selling more than 300 cars per year. 
The total cost of equipment reqiured for the; various groups ranges 
from $184 for group A to nearly $2,000 for group D. The reqiure
ments for group A dealerships are outlined as follows: 

As outlined in sales department letter of May 5, 1937, i t will be necessarj*- for 
all group A dealers, associate dealers, and all neighborhood service stations to be 
equipped with such precision tools as are necessary to maintain original new-car 
efficiency during the first year or two of ownership. 

I t is expected, of course, that they will have suitable garage equipment of a 
general nature such as lubrication guns, benches, vises, ba.ttery chargers, etc. 

A list of the absolute minimum of precision equipment for associate dealers is 
given below. This list also represents the minimum precision equipment with 
which a neighborhood service station can perform this service. 

Direct dealers who, during the last 3 years, have averaged less than 25 new-car 
sales per year, should be considered in the same classification as the associate dealer 
or neiighborhood service station and this minimum list likewise applies to them. 

In some instances the volume of service performed by the dealer will be out of 
proportion to his sales and additional equipment may be required. However, 
these dealers should secure this equipment first. 

Elsewhere in this book additional -tool lists for the other classes of dealerships 
are given. However, i t is important that immediate progress be made on these 
associate dealer, neighborhood service station, and small dealer set-ups. 

Price 
Hub puUer $5, 25 
Concentiicitj' gage: 

Front 3. 50 
Rear 3. 00 
Front 3, 30 

Cable puUer 13, 75 
Ford laboratory test set ' 135, 00 
Spring-tension scale 1, 50 
Timing jig J 8. 75 
Float-level gage . 3, 00 
Battery servicer 6, 95 

' Any number of used Westinghouse test sets are available from larger dealers at $50 or less. This would 
make the total cost of this equipment lê s than $100. Likewise, as, larger dealers secure the distributor 
stroboscope, a considerable number of used timing jigs should become available at a reduced cost to tbe 
small set-ups, 

JUNE 1937. 
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Concerning group B dealerships i t is specified that: 
Dealers selling between 26 and 100 cars per year should be equipped to render 

major repairs to engine, transmission, clutch, and rear axle in addition to those 
services -that are necessary to maintain original new-car performance. 

In addition to being able to handle major repairs on cars, group C 
dealerslups: 

* * * niust be able to provide like services on Ford trucks. In addition 
to this, these dealers should be able to handle all phases of wheel-aUnement service 
and need the approved, equipment for this purpose. 

The additional recjuirement for group D dealers is that they should 
be equipped for collision service and .complete refinishing service. 

The introduction of new models yearly entaUs the purchase of special 
tools for the servicing ancl repairing of these models. Thus, the 
dealers' original equipment purchase requirements are increased by 
the necessity of purchasing a certain quantity of additional tools wdth 
the introduction of each new model. 

A Ford-dealer complaint, similar to those made by dealers in various 
other makes, concerned the reqiurement that new-model tools and 
parts be purchased immediately upon the introduction of new-model 
cars. The apparent objection to this practice is the expenditure for 
these items by the dealer in advance of the need for them, thus tying 
up a portion of the dealer's capital. 

Typical of this complahit is the following statement of a Ford 
dealer: 

We have to buy new tools immediately when new models come out, even 
though we have no use for them, * * * Parts aie to be stocked immediately 
upon a new model coming out, even though the car is new and no need of parts. 

Concerning the requirement of the manufacturer that the dealer 
purchase, involuntarily, adA'-ertising material, picture machines, 
special tools, parts, tires, accessories, etc.. Ford dealers made state
ments of which those quoted below are typical. 

One merely stated: 
Whatever they fancy. 

Another replied as foUows: 
This is rather difficult to explain, but all items mentioned above were forced 

upon us at one time or another. We were compelled to comply with their wishes 
under threat of cancelation of franchise. J ; 

A third Ford dealer made the following statement: I 
This is always done in an indirect manner, but with such consistencj'- and force 1 

that a dealer reads between the lines the advisability to carry out the manufac- i ' 
turers' program or fear consequences' detrimental to his future relations with the 
factory. : i 

In connection with the foregoing statement, which, m contrast to 
the preceding one, does not make any definite reference to threats of | 
cancelation, it is to be noted that such threats need not be made specif- |' 
ically in order to compel dealer compUance -with the manufacturer's j 
policies. The mere fact that the manufacturer, through the terms , 
of bis agreement with the dealer, has the power to cancel the franchise I 
practically at will, coupled with the situation of many dealers to -whom i ' 
cancelation would result in a great financial loss, not infrequently of | ' 
disastrous proportions, makes outrights tlireats of cancelation unnec
essary. 

I 

It I 
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vStatements of Ford dealers to agents of the Commission indicated 
that pressure has been exerted by the manufacturer m connection 
with acceptance of unwanted and unordered accessories. For in
stance, a Lincoln-Zephyr clealer stated that he had been required to 
accept cars equipped with unwanted accessories, such as radios. He 
stated that he had frequently tried to refuse acceptance thereof and 
sometimes has been successful. When imsuccessful, the extra equip
ment usualty resulted in a reduction in his profit, for which the factory 
made no recompense. 

A Ford dealer stated that on numerous occasions articles not 
ordered were shipped to him. One instance cited was that of a num
ber of sets of seat covers, selling'at $25 per set. The dealer communi
cated with the factory representative and explained to him that he 
had not ordered the covers and felt he could not dispose of them, 
because they ŵ ere too expensive for his trade. Quite a controversy 
arose betw-een the dealer ancl the factory representative concerning 
this shipment, but the clealer was unable to have the shipment re
called. The dealer stated that he finally disposed of the seat covers 
at a sacrifice. 

Concerning parts, this dealer stated that when certain repair parts 
ŵ ere ordered he had been informed that the branch did not have them 
in stock but would back-order them. At times a portion of the order 
would be shipped. As the demand for parts lessened he would 
receive the full order, consequently becoming overstocked with parts. 

The factory representatives checked his parts stock frequently 
and if articles not of Ford manufacture were found, the dealer stated 
he would be advised to dispose of them and not to have other than 
Ford parts in his bins. 

Regarding the seat covers he had been forced to take, this dealer 
stated that the factory representative made a suggestion to the 
efl'ect that the dealer reimburse himself for loss hicurred in disposing 
of these seat covers by making improper charges to customers. 
Although this statement is not mentioned as being representative of 
Ford policy, it indicates the type of pressure to which dealers handling 
many makes may be subjected by factory field men, and also the 
fact that the first concern of manufacturers and their representatives 
is the sale, of merchandise, frequently with little regard for the question 
of whether or not this merchandise can be profitably disposed of by 
the dealer. Furthermore, i t is to be noted that the Ford Motor Co. 
has "suggested" that its dealers include in then- invoices to retaU 
customers a charge for "conditioning and handling," w-hich in reality 
represented a charge of an entirely different nature. This suggestion 
was made in a letter to dealers under date of October 18, 1935. The 
following is an excerpt from a copy of this letter from one of the 
Ford Motor Co, branches to the dealers in the branch territory: 

Effective October 19, i t is suggested that dealers include in their invoices to 
retaU customers a charge of $12 for delivery and handling, plus current market 
prices for gasoline, oil, and alcohol. 

This $12 charge should be shown on dealers' invoices to their customers as 
"Conditioning and handling," The $12 i@ comprised of $3 for dealer inspection, 
conditioning, etc., which wiU be dealer revenue, and a charge of $9 passed on 
from branch billings to cover advertising—$3 of which will be used, for local 
advertisements such as biUboards, newspapers, etc, released by the branch, $2 
for national radio program, and $4 for a sales-promotion fund which wiU be ad
ministered at the branch and used for purposes of sui^plying our dealers with 
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sales-promotion ammunition, special advertising and material, buUetins, etc. Jj 
One dollar of the sales-promotion fund wUl be se-t, aside to supplement our sales
men's bonus funds—the money to be used strictly for cash and other merchandise 
prizes to be distributed periodicaUy among dealer's salesmen, and a great deal 
of care wiU be taken to see that equal opportunity is provided for large- and 
smaU-town retail salesmen. 

This arrangement will give our dealers an increased revenue and profit on each 
retaU sale and wUl provide them with sales material which, in many iust.<inces 
in the past, has not been gratis to the dealer. 

Ford dealers generally indicated that pressure to take and sell parts, 
accessories, tools, and equipment had been greatly decreased or eUmi
nated in 1938. 

General Motors Corporation.—General Motors dealers were severe 
in then criticism of their manufacturers' pohcies regarcling the ship
ment of unwanted and unordered parts, accessories, tools, and equip
ment. The principal complaints of the General Motors dealers in 
this respect concemed parts and accessories. 

The shipping of unordered accessories was a freciuent complaint of 
dealers handling General Motors Imes. A Pontiac clealer stated to 
an agent of the Commission that the Pontiac Division had snipped 
him imordered heaters and radios. To confirm the validity of his 
complaint, this dealer referred the agent of the Commission to a 
foimer district representative of the Pontiac Division. This repre
sentative stated that the dealer's complaint was justified. From his 
experience as a Pontiac representative, he described the methods of 
forchig dealers to accept unordered shipments. He stated that one 
of the methods of getting the unordered merchandise to the dealers 
was to wait until they ordered automobiles, and then, ŵ hen they 
needed them badly, he woukl have the car distributor in the zone 
office add a radio and a heater to the automobUe order, and these 
items would be shipped either attached or in the trunk, even though 
the dealer had ordered the car without them. He stated that this 
was the accepted method of shipping unordered radios and heaters 
in the area in which he had operated. 

In a further statement, this informant indicated that while he was 
a Pontiac district representative it was customary for him to dehver 
to Pontiac dealers in his territoi-3'-, without orders from the dealers, 
radios ancl other accessories which were not moving rapidly in the 
zone warehouse and to tell the clealers that they would be bUled for 
them the following month. The clealers ŵ ere told that they had to 
take these accessories "or else." 

According to this informant, another method employed in dis
tributing these surplus accessories was to load up the back of his car 
with an assortment of them and drive from dealer to dealer, leaving a 
certain number with each dealer and advishig him that was his quota. 
In some instances dealers were una.ble to seU radios to customers 
because static mterference in their territory made radio operation 
imsatisfactory. In such cases the dealers would have to sustahi the r 
loss on the racUos they were forced to accept. 

Another custom described by the former Pontiac representative 
concerned the method used to dispose of accessories at the year-end 
clean-up period. He stated that when the warehouse ŵ as over
stocked wdth radios and other accessories which could not be used on 
forthcoming models, dealers placing orders for cars were required to 
take cars with these extra accessories on them. 

is: -li 
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Still another method of forcing accessoiies on dealers was related 
by this informant, who stated that ŵ hen the zone manager of Pontiac 
was not selling the quota of accessories set for his zone, either the zone 
manager or the zone parts manager would call to the attention of the 
zone car distributor the names of those dealers wdio ŵ ere not selling 
their quotas of heateis, radios, and other accessories. The zone car 
distributor was histructed that wdien car orders were received from 
these dealers, before such orders were forwarded to the factory there 
should be included therewith orders for a sufficient number of acces
sories, such as radios, extra horns, wheels, ancl so forth, to enable the 
zone manager to meet the zone's ciuota on these accessories. 

Regarding the sale of parts, the informant stated that there was 
less pressure exerted, but there was no doubt that dealers were ex
pected to handle Pontiac parts exclusively, Wliile representing 
Pontiac it was customary for him to run special sales or piograms tŵ o 
or three times a year, at wliich times he would get the dealers to stock 
up on fast-moving parts. At those times he usually went over the 
inventories of the dealers and would induce them to buy a 2- or 3-
and sometimes 6 month's supply. 

Pontiac dealers complained of pressure to take parts, accessoiies, 
and other items, some mentiomng methods similar to those outlinecl 
above. For example, a Pontiac dealer stated that in 1937 unordered 
accessories were shipped him, as were cars with unordered accessories 
attached thereto. These included radios, electric clocks, special 
steering wdieels, special bumpers, cigar lighters, and other items. 
In order to obtain cars it was necessary to accept them thus equipped, 
regardless of whether he wanted tins equipment. • He stated that 
some of the radios were detached in order to sell the cars, and in 
August 1938 these w'ere still in his stockroom. There was, according 
to this dealer, ahnost as much pressure on the dealer to sell parts and 
accessories as automobUes. During 1938, however, cars, parts, and 
accessories were shipped the dealer only as ordered. 

A third Pontiac dealer stated that on taking the Pontiac contract 
in 1934 the Pontiac factory shipped him a large stock of parts, "some 
of which were as necessary as buggy whips." This dealer stated he 
accepted these parts because a clause in his contract required lum to 
do so. 

Another Pontiac dealer stated that in September 1937 he ŵ as forced 
to take 15 unwanted old model Pontiacs, and two steel delivery boxes 
were hicluded with the shipment. These steel delivery boxes are 
made to insert in the rear of coupes to use for delivery purposes. 
The dealer stated he protested vigorously, but had to ta.ke the boxes 
anyway. 

This dealer stated that during a period wdien the factoiy ŵ as 
sponsoring a contest among its service men to sell parts, he was 
approached by a. local factory service man, w-ho asked him to hny 
$300 worth of parts. The dealer stated that he explained that the 
parts ŵ ere not needed, but the factory representative remarked, 
"O. K.; you may w ânt favors from us sometime—you won't get them." 
The dealer stated he purchased $100 worth of parts to pacify the 
factory representative. 

Regarding the methods of this same factory representative in 
forcing the acceptance of unordered and unwanted accessories, this 
Pontiac dealer stated that in October or November of 1937 he ordered 
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a few windshield defrosters. Instead of bringing the number ordered, 
this factory representative delivered 26 or 28 of an old-style defroster, 
in addition to those ordered. According to the dealer, when he pro
tested the factory representative stated: " I f you want those you 
ordered, you'll have to take these, too." The dealer stated he took 
these defrosters against his wUl, and in July 1938 he stUl had several 
on hand. 

This same dealer stated that during the winter of 1935-36 a Pontiac 
salesman asked him to place an order for an antifreeze made by 
General Motors. The hiforma.nt stated he considered this antifreeze 
unsatisfactory and declined to place an order. However, at the 
insistence of the factory salesman, he finally ordered 2 or 3 cases, but 
when he received the shipment he discovered it contained 15 cases. 
According to the dealer, he caUed the salesman, who said i t was too 
late then to correct the order—that he would work out somethhig 
with the dealer later. 

Pontiac dealers generally indicated that they had no complaints 
regarding shipments of unordered items in i938. Statements of 
three dealers quoted below are typical: 

The first stated: 
Not any since 1937. 

The second: 
This sort of pressure is very much less than formerly. 

The third stated: 
Not as much now. What's the use of talking about a dead horse. 

Chevrolet dealers generally did not complain as strongly as those 
handling some of the other General Motors makes conceming pres
sure to ta,ke unwanted parts, accessories, tools, and equipment. 
This may indicate a change of policy of the company in this respect 
in more recent years. Among the statements of Chevrolet dealers 
described below, it will be noted that a majoritj^ stated that there 
was no (iomplaint on this subject in 1938. 

Indicating that although conditions in this respect had unproved, 
coercive methods of selling accessories were stUl a major difficulty 
in the dealers' relations with the factory, a Che-vrolet and Oldsmobile 
dealer made the following statement: 

* * * Coercive methods of selling accessories major difficulty now— 
although factory much more considerate of dealer now,than at any time in past. 

Oversold accessories by coercive methods 1936 and 1937 very bad in this 
respect. Much coercion used in 1938. 

.lust received new supply of 1939 accessories. Nothing wrong except method 
of selhng them. However, believe that is fault of department head and not a 
companj' poUcy. |; .t. 

The foUo-wing statement of a Che-vrolet dealer indicates that pres-
sure to purchase and maintain large supplies of parts, accessories, lj' 
tools, and equipment has been felt but has decreased. This dealer 
said: i 

At this time there is less coercion or pressure than we have ever experienced 
in the automobile business. "Requests" and "demands" -u'hich have been so 
common to us in the past have ,been practicaUy eliminated at this moment. • v 
Even though we continuaUy carry a stock of parts and accessories amounting 
to $10,000 we have been consistently requested to carry a stock one-third larger, 
even -though we have a factory warehouse located within four blocks of our 
estabUshment. We have been actuaUy criticized for turning our stock four times 
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a year which we consider excellent business and governs our investment in our 
opinion. 

A second Chevrolet dealer stated: 
Before 1938 we were oversupplied with accessories but not during 1938. 

Another Chevrolet dealer stated that in 1938 parts, accessories, 
and other articles were ordered as needed but tha!t in the past the 
factory ased to ship as i t deshed. Previous^, according to this 
dealer, certain extra accessories w-ere contracted for with each car 
ordered but dealers are now allowed to purchase accessories at their 
discretion. 

Complaints of Chevrolet dealers involved the shipping of parts for 
ser-dcing new models at tbe time these models are introduced. In 
this connection a Chevrolet dealer stated: 

Sending parts for servicing new model cars at the introduction of the new 
model -̂ d̂ien they are not needed for several months and some parts never needed. 

Some Chevrolet dealers stated that in previous years the purchase 
of parts, tools, and so on, was a requirement which must be met at 
the time of signing a new sales agreement. For example, regardhig 
parts, tools, accessories, and other articles, a Chevrolet dealer stated: 

During this year we have not been requested to purchase aiij ' of these items 
over or above our current needs. In the past, however, .we were not given our 
new franchise contract until we actuaUy signed subcontracts for * * * -t-̂ r̂Q 
$150 superservice signs, -n'hich I positively refused to accept and which created 
-tremendous agitation and finaUy succeeded in getting canceled, and $3,000 worth 
of special shop equipment of which we only needed 50 percent and which we 
bought and paid for. For instance, we have a very expensive light-testing 
machine whicli does not function properly and which the factory will not take 
back and which cost $175. 

A Chevrolet and Oldsmobile dealer stated: 
Tools, equipment, advertising, etc., are forced on dealers before they can sign 

a new sales agreement, 

A Che.-vrolet clealer stated: 
I t is part of our contract with the factory to purchase the advertising, ma

chinery, and tools considered necessary to properly display and service ne-w cars. 

Complaints received from OldsmobUe dealers concerning pressure to 
take unwanted or unordered parts, accessories, tools, and so forth, 
were similar to those made by Pontiac dealers. One Oldsmobile and 
Cadillac dealer complained of Oldsmobile factory practices stating 
that the factory-shipped accessories -with each new Oldsmobile re
ceived in spite of his protests. This dealer, in the summer of 1938, 
had an accumulation of 165 sets of accessories for 1938 models w-hich 
car buyers had not ordered and had refused to take. He stated that 
these items, all shipped by the factory without order, would be a 
total loss -with the exception of a few sets he might be able to dispose 
of. 

Another OldsmobUe dealer stated that the factory shipped acces
sories with each car ordered. He stated it was necessary to place 
these accessories on every car sold, thus, instead of equipment being 
optional, it becomes standard equipment and adds $39.75 to the cus
tomer's invoice price. 

A dealer handlmg OldsmobUe and La Salle, complained of the Olds
mobUe policies regarding unordered accessories, as follows: 

Olds ill shipping new cars apparently disregard aU orders and include whatever 
accessories they desire. 
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Requirements as to the purchase of special tools were complained 
of by some Oldsmobile dealers. A dealer w-ho indicated that pres
sure to purchase special tools was applied to him because he was con
sidered one of the key Oldsmobile dealers in the city in wdiich he oper
ates, stated: 

Manufacturer is very insistent that special tools be purchased. At this time 
we have been allotted a special tool purchase that wiU cost us $660.65. * . * * 
There is an implied threat that to retain that place (key dealership) all require
ments must be met as to the purchases of special tools, etc. 

Regarding the shipping of unordered items, an Oldsmobile dealer 
made the foUowdng statement:'" " 

Our parts, special tools, and accessories are just sliipped. 

Shipping parts ancl tools at the time new models are introduced , 
ŵ as complained of by an Oldsmobile dealer as follows: 

Each year at the introduction of a new model the factory ships us an initial 
parts order, also a complete set of special tools. 

This practice was complained of by another Oldsmobile dealer who 
stated that this has not been so pronounced in the past 2 years. This 
dealer stated: 

I t has always been the custom to ship special tools and parts for new models 
in quantities determined by the factories. This condition, however, has been 
relieved somewhat in past 2 years, the factories being more reasonable in their 
demands in this respect. 

The following were among complaints of Buick dealers regarding 
pressure to take parts, accessories, and other items. One of these 
stated: 

Dealers are definitelj' discouraged from handling accessories of other manu
facturers if they can be purchased from their own factory, even if there is a logical 
reason. Force and pressure is more often used than salesmanship. 

Another Buick dealer complained regarding accessories as foUows: 
Insist on 50 percent or more new cars to be bought with radios, and factory 

objects to us purchasing radios, heaters, defrosters, seat covers from other manu
facturers that offer larger discounts. 

Another form of forcing accessories is through their inclusion as 
"standard" equipment on a new car. This can best be explained by 
indicating the method of pricing of cars so equipped to the dealer and 
to the ultimate car purchaser. 

In recent advertising by the Buick Division, the prices shown 
f. 0. b. Flint, Mich,, for models pictured clo not include the price of 
electric clocks, chrome trimmed wheel rings, and license plate frames 
ancl, in some cases, flexible steerhig wheels with wluch the cars are 
regularly equipped at the factory. These items are all treated as 
extra equipment, A charge of $20 is made for the clock, wheel rings, 
and hcense plate frames and an additional charge of $12,50 is made for 
the flexible steering wheel on all cars upon -which the steering wheel 
is included as regular equipment. 

Since the cars as they come off the assembly line would not be 
properly equipped to sell satisfactorUy, this method of pricing has the 
effect of forcmg the dealer to take and pay for as accessories, items 
which are practically standard equipment. In case a car buyer does 
not wish to pay the $12,50 additional for the flexible steering wheel, 
an arrangement would have to be made wdth the clealer to re-move 
the fl^exible wheel and substitute a rigid type wheel. In addition, the 
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burden of explaining to the customer why the base price of the car he 
buys is not that appearing in advertisements is placed upon the 
dealer maldng the sale. 

The practice of eqiupping General Motors cars wdth extras but 
advertising the prices of cars not so equipped was also followed in 
the displays of various General Motors makes at the New York 
Automobile Show hi November 1938. The Buick Roadmaster 81, 
for example, bore price cards prominently displayed in front and 
rear license brackets which were as follows: 

ROADMASTER 81 

Wheelbase 133 Inches 

Factory Flint 
Delivered Price $1,543 

The Buick displayed bore extra eqmpment which would make the 
purchase price of the particular car marked at $1,543 greatly in excess 
of this amount. 

A Buick Special 46C convertible coupe displaj'-ed at the New York 
shoŵ  bore price cards show îng the Flint delivered price of $1,124. The 
actual New York delivered price of the car displayed was $1,432,50, 
which was made up as follows: 

Buick Special 48C convertible coupe: 
Factory delivered price at Flint $1, 124. 00 
Transportation charge 52, 00 
Local accessory group 22, 00 
Flexible steering wheel 12. 50 
Fender lamps 7. 50 
Radio - 63,00 
Air control heater 26,50 
Special paint and upholstery--- -- 125.00 

Total delivered price 1, 432. 50 

Mr. W. R. Remsen, district manager, Buick Motor Division, 
New York City, in charge of the Buick display, stated that Buick 
woiUd furnish a vehicle as advertised upon special order but that it 
was a general practice to include special equipment on all vehicles 
shipped to the dealer. 

Price tags showing the actual New York delivered prices of the 
cars on display were in.conspicuously placed on the steering columns 
of the cars. Unless a prospective purchaser entered the car and sat 
in the driver's seat, these tags were not Ukely to be observed. 

Statements of Buick dealers mdicate that special orders would be 
requhed in order to obtain Buick cars equipped to sell at the advertised 
prices. 

SimUar conditions were found to exist in connection -vnth other 
General Motors makes. In comiection with the OldsmobUe line, 
the prices advertised in the license brackets of the OldsmobUe on 
display stated, "special equipment extra." J. H. Ernst, New York 
district representative of the OldsmobUe Division of General Motors, 
stated, however, that it was Oldsmobile's policy to include extra 
equipment on all cars, thereby providing additional revenue to the 
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factory and to the dealer. The so-called "special equipment," or 
at least portions of it, therefore become in reality more or less standard 
equipment. j| 

Mr, Ernst also stated that it was customarj'- for dealers in the j 
New York district to add another $5 to the delivered price of each \ 
car for a lubrication contract which requhes the customer to return 
to the dealer six times for "free" lubrications. ! 

Hudson Motor Car Co.—Yery tew complaints were received from 
Hudson dealers and distributors regardhig pressure to accept unwanted 
parts, accessories, tools, and equipment and these few chiefly con
cerned accessories. The following statement of one Hudson dealer 
included parts as well as accessories: 

At. the beginning of 1937 our manufacturer took the liberty of shipping sizable 
quantities of parts and accessories -without our order, some of which were finaUy 
returned and credit issued. 

Concerning pressure to take and sell radios at the season's end, 
two distributors made statements wdiich referred to discoimts aiUowed 
on these radios, one dealer approvhig tliis discoimt and the other 
indicating that the method of its application was imfair. Regarding 
oversupplying by the manufacturer, the first of these two Hudson 
distributors stated: 

Yes, the attempt was made on radios at the season's end to liquidate their own 
excess stocks, setting up quotas for distributors and pressing by wire and letter 
to consume these allo-tted numbers. In fairness, however, they did make a 
reduction in price. The quota system also resulted in our overshipping heaters 
with a large unsold carry-over from 193S to 1939, 

The second Hudson distributor stated that at the end of the year 
the Hudson Motor Car Co. a-Uows the distributor $7 discount on 
each radio he has in stock, provided he purchases a like number, on 
which a $7 discount is also allowed. I f the distributor accepts the 
proposition he finds him.self with a large stock of radios on hand. 
If he refuses, he is faced with the competition of other distributors 
who have accepted the oft'er and who are therefore in a position to 
undersell hhn. 

Policies of the Hudson Motor Car Co. hi connection with accessory 
merchandising are discussed in the Hudson Zone Manual, which 
states: 

* * * If the dealer has accessories on his mind, so -will his customers 
because he cannot help but talk about them. 

In the manual an accessory quota of $24 per car sold is set up and 
the statement is made that some dealers have been obtaining this 
amoimt. Dealers are instructed to show accessories after the customer 
has been given the regiUar delivery price of the car and are urged to 
make accessory sales at the time of the purchase of the car so that 
the purchase price of the accessories can be financed with the financhig 
of the car, increasing monthly payments but slightly and making-
possible sales which coidd not readUy be made at a later date when 
a lump-sum expenditure by the purchaser would be involved. 

The company recommends that dealers establish a 10-percent com
mission to retail salesmen on accessory sales. To stimulate sales of 
accessories the factory -v-vUl prepay freight on 10 or more radios ordered 
by the distributor or dealer and on heaters in lots of 48. 

In a "general letter" dated Februarj^ 1, 1938, to all domestic dis
tributors, the company emphasized its deshe that its cars be sold 
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on the basis of the low êst delivered price and stated regarding the 
sale of accessories: 

Now do not misunderstand us. This does not mean that we want to refuse to 
sell a customer additional accessories after he has bought the car—and if he wants 
them. I t does mean that we want it to be possible for every customer to buy 
the car "as is"—at the low price—exactly as advertised. We feel more strongly 
than ever that our original policy in this respect is the sound and successful policy. 

We fully recognize that many buy ers. may want certain practical and useful 
accessories, in addition to those on tlie car. But we don'-t believe any buyer 
wants to have his car arbitrarily overloaded with accessories, for which he has to 
pay whether he wants to or not. 

To make i t possible for you to meet the desires of customers who wish to add 
the equipment of the Hudson 112, and in order that we may have a standard 
merchandising program as far as accessories for this car are concerned, we have 
set up two attractively priced accessory groups. These are described in the 
accompanying bulletin and can be sold to buj'ers desiring them after the car 
transaction has been completed. They are not included in the price of the car 
itself; they should not be installed unless specificaUy ordered. 

Packard Motor Car Co.—No serious complaints concerning pressure 
to accept parts, accessories, tools, or equipment were received from 
Packard distributors or dealers. Of interest, how-ever, in connection 
with the company's pohcy concerning the sale of accessories, is the 
following letter from an official of the company to all Packard dis
tributors under date of September 16, 1938: 

With the introduction of new- models, we again strongly iirge both distributors 
and dealers to give increased attention to the consistent sale of accessories, as 
distributors average 50 percent gross profit on approved accessories sold retail 
and 20 percent on those sold wholesale. No doubt the most effective method of 
selling accessories on new oars is by groupf, a, outlined in trade letter T—2919. 

During the present calendar year distributors averaged from $115,06 accessory 
sales per $MNCRV to as low as $54,54. The national average accessory sales 
is $81,17 per $MNCRV.* Every distributor and de.aler should endeavor to at 
least attain the average. To help accomplish this, we strongly recommend that 
you foUow the group accessory sales idea on both the Packard 6 and Packard 8 
(120). 

We aU realize that in many cases the final delivered price is an important 
factor in closing the sale. For this reason we again recommend the practice of 
having a Packard 8 on the floor equipped with the minimum factory group only. 
The balance of the 8's shown can be equipped -̂ vith the factory-approved accessory 
group—radio, heater, etc. Half the Packard 6 cars displayed can be shown with 
additional equipmen-t. This policj^ should be foUowed out so that you can at aU 
times show your prospects cars in each line and quote them at the minimum 
delivered price. 

We urge that all cars shown on the floor equipped with other than the standard 
group of accessories bear a price tag sho-wing the delivered price of the car, includ
ing standard factory gi'oup and listing the additional accessories—then, showing 
the final delivered price of the car. 

Other manufacturers,—No particular complaints wdth respect to 
pressure by such manufacturers upon the dealers to compel them to 
handle exclusively, or in excessive quantities, parts, accessories, 
tools, and eci[uipnient were made by clealers. 

' Per thousand dollars of new car value. 



CHAPTER IX. OTHER POLICIES AND PRACTICES AFFECTING 
DEALERS 

SECTION 1. MANUFACTURERS' POLICIES AND PRACTICES RESPECTING 
FINANCING OF CARS 

Types of financing involved,—The sale of a motor vehicle to the 
dealer, and by the dealer to the customer, ma.y involve directly and 
indirectly three types of financing. The first of these is the financmg 
of the dealer's purchase of the vehicle from the manufactm-er; the 
second, the financuig of the customer's purchase of the vehicle; and 
the thh'd, which is involved as the resiUt of a large majority of new-
car sales, is the financing of the resale of the used car taken in trade 
by the dealer as part of the purchase price of the new car. Especially 
in. depression periods, many dealers find i t necessary to obtain loans 
on the used cars they have in stock but these loans are of a different 
nature than those discussed in this section. 

The greatest part of the financing of new and used-car sales is 
accomplished through finance companies. Some of these companies 
were organized to finance retail sales of other merchandise, such as 
furniture, and subsequently engaged m the financing of automobUes. 
Others were organized for the purpose of financing automobile sales. 
Of the latter, some were organized by mo tor-vehicle manufacturers to 
finance the purchases and sales of their dealers. There is a varying 
degree of relationship between the finance companies and the rnanu-
facturers. One of the finance companies affiUated with the manu
facturers is a manufactm-er's subsidiary whUe others are associated 
without any element of ownership. During the past few years there 
have been some changes aft'ecting the control of financing compames 
by manufactmers. These changes and the present relationships of 
the various finance companies and motor-vehicle manufacturers are 
described in chapters X V I I I and X I X . 

As has been stated elsewhere in this report, the practices of General 
Motors Corporation, Chi-ysler Corporation, and Ford Motor Co. in 
requiring their dealers to finance through particular automobUe-
finance companies, and also certain practices of these finance com
panies in conducting their business with dealers, were made the sub
ject of Federal indictments charging violation, of the antitrust acts in 
the so-called South Bend indictments returned on May 27, 1938. 
The Department of Justice obtained and entered consent decrees in 
the proceedings invol-ving Chrysler Corporation and Ford Motor Co. 
on November 15, 1938. Of the thi-ee automobile manufacturing 
companies indicted, only General Motors Corporation has elected to 
stand trial, and this case is stUl pending. 

Pressure on dealers to use specified finance companies.—There has 
been considerable pressure exerted upon dealers to use the particular 
finance company affiliated with or recommended by the mamifac-
.turer. This pressure has been of varying intensity and has been 
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exerted by methods ranging from persuasive salesmanshiij to threats 
of cancelation of the dealer's franchise. Some dealers have used 
the manufactm-er's finance company for financing their purchases but 
not their sales and have been subjected to pressure to use the par
ticular compa.ny for their sales as well as their purchases. 

Many dealers reported that they used their manufacturer's finance 
company either exclusively or in a large proportion of their financing. 
Especially in the cases reporting such exclusive use, there would be 
little or no occasion for continued manufacturer pressure in this con
nection. Some dealers reported use of their manufacturer's finance 
company except in cases where the customer requested other arrange
ments. 

The finance companies which the thi-ee largest motor vehicle manu
facturers have urged their dealers to use are General Motors Accept
ance Corporation, which is a subsidiary of General Motors Corpora
tion; Universal Credit Co., w ĥich w-as organized by Ford Motor Co.; 
and Commercial Credit Co., which has been associated with Chrysler 
Corporation through contractual relationship as well as formerlj' 
through owmerslhp of some of the Commercial Credit Co. stock by 
Chrysler interests. 

General Motors Acceptance Corporation w-as organized in 1919 by 
General Motors Corporation for the purpose of financing sales of 
General Motors products and is still a subsidiary of that corporation. 

Universal Creclit Co. was orgamzed by Ford Motor Co. in 1928 and 
has always financed exclusively dealers handling Ford lines. In, 
1933 the Universal Credit Co. was sold to Commercial Investment 
Trust Corporation. 

The relationship betw-een Commercial Credit Co. and Chrysler 
Corporation has been based on contracts pro-viding, among other 
things, that Commercial Credit Co. should render certain financial 
ser-vices for Chrysler dealers and that Clu-ysler Corporation should 
recommend to its clealers the use of Commercial Credit Co. 

There is probably no doubt that the General Motors Acceptance 
Corporation ancl Universal Credit Co. were orga,nized, respectively, 
by General Motors Corporation and Ford Motor Co, with the object 
of decreasing the cost to the public of financhig time sales, 'This 
appears to be particularly true of Universal Credit Co. In many 
statements at various times the Ford Motor Co. has indicated that 
i t does not deshe to have any manufactm-ing economies that have been 
passed on to the public in the prices counteracted by excessive 
financing expenses charged Ford purchasers. 

Concerning the extent to which purchases of automobiles are 
fina.nced on time and the proportion of this financing handled by the 
three concems named, a memorandum of the Department of Justice, 
printed in the Congressional Record of February 16, 1938, stated: 

* * * 55-60 percent of all automobiles purchased by dealers, aud about 
the same percentage sold to the public, are financed on time. Three companies, 
the General Motors Acceptance Corporation, Comttiercial Credit Co., and Uni
versal Credit Co, have obtained 80 percent of the wholesale financing and 75 ; 
percent of the retail financing. The remaining 20-25 percent of the financing | 
is distributed among 375 relatively small finance companies. The interests of i 
these large finance companies are associated each with one of the large manu- | 
facturers. ' 

The Coimnission's report form for dealers requested dealers to 
furnish the names of concems through which time sales have been 
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financed ancl the proportion of such financing handled by each con
cern. Replies received from General Motors dealers indicated that 
53 jiercent of such clealers handled practicaUy all time-sale financing 
through General Motors Acceptance Corporation and a.n additional 
23 percent stated that from 50 to 90 percent of this busmess ŵ as 
handled through this nuance compan3^ Thus, a total of 76 percent 
of the General Motors clealers replying reported handling over half 
of their time-sale financing through General Motors Acceptance Cor
poration. Eleven percent reported using this finance company for 
less than 50 percent of their time sale's and the remaining 13 percent 
either reported no use of this company or made indefinite replies. 

Ford dealers replying indicated that 26 percent of these dealers 
used Universal Credit Co, in substantially all of their time-sale 
financing, 16 percent in 50 to 90 percent of such fimancing, ancl 21 
percent in less than 50 percent. The remaming dealers reporting, 
representing 37 percent of the total, made indefinite ansŵ ers or 
answws that indicated no use of Universal Credit. Thus, 42 percent 
of the dealers replying reported handlhig over half of their time-sale 
financuig through Universal Credit Co. 

On February 10, 1938, the Ford Motor Co, requested its branch 
offices to obtain from dealers, and submit to the company, informa
tion showing how dealers mshed purchases of cars handled from the 
standpoint of financing. Tabulation of repUes received indicated that 
nearly 60 percent of the dealers stated they wished their purchases 
financed through Universal Credit Co. For the various branches the 
percentages ranged from 27 percent in the Seattle and 29 percent in 
the Portland branches to 75 percent in tbe Dallas and 77 percent in 
the Edgewater branches. 

Of the Chrysler Corporation dealers replying to the Commission's 
report form, 19 percent reported using Commercial Credit Co. in 
financing practically all their time soles and 17 percent in financing 
from 50 to 90 percent of such sales, a total of 36 percent thus reportmg 
the use of Commercial Credit Co. m over half of their time sales. In 
addition 15 percent of the Cln-ysler dealers replying indicated use of 
this finance company in less than 60 percent of their time sales. The 
remaming 49 percent of the Chrysler dealers replying either indicated 
that they used other finance companies exclusivelj'' or made indefinite 
replies. 

, Chrysler Corporation.—As previously stated, the relationship be
tween Chr '̂sler Corporation and Commercial Credit Co. has been 
largely based upon contracts, under which Commercial Credit Co. 
was to render certain services to Chrysler dealers and Clirysler Cor
poration was to recommend to its dealers the use of Commercial 
Credit Co. In a^ddition, Chrysler Corporation was to receive certain 
sums of money from Commercial Credit Co. based upon the profit of 
of the latter company. Under these pro-visions Chrysler Corporation 
received from Commercial Credit Co, $445,139.76 m 1935, $1,328,604 
in 1936, and $1,339,130.86 in 1937. 

I t is evident that, in view of the terms of the contracts, the Chi-ysler 
Corporation not only agreed to recommend to its dealers the use of 
Commercial Credit Co. but had a financial interest in seeing that this 
company ŵ as used. 

Dealers were asked if pressure had been used by the manufacturer 
to induce them to use a particular fina,iice company and w^hetlier there 
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had been any change in the manufacturers' policies in this respect. 
Only 26 percent of the Chrysler dealeis leplying indicated that pressure 
had been used to persuade them to use Commercial Credit Co. 
Twenty-five percent indicated that there had been a change in the 
corporation's pohcy in this respect. As previously stated, 36 percent 
of the Chrysler dealers stated that they used this company in con
nection with from 50 to 100 percent of their financing of time sales. 

In response to the Commission's report form and in statements to 
representatives of the Commission, Chrysler dealers made the follow^-
ing statements concerning pressure to finance time sales through 
Commercial Credit Co. 

One Dodge-Plymouth dealer who w-as dividing his business between 
Commercial Credit Co. and Commercial Investment Trust Corpora
tion forwarded to the Commission correspondence with the Chi-ysler 
Corporation in which, on May 1, 1935, he wrote a representative of 
the corporation, in part: 
* * * we are in the automobile business to make a profit and our association 
with the Commercial Investment Trust Corporation has been very satisfactory 
to us in every way * * * are splitting the business, giving the Plymouth 
to Commercial Credit and the Dodge to Commercial Investment Trust, but I 
take it * * * that this is not entirely satisfactory to the factory. 

A representative of Chrj'-sler Corporation replied to this letter on 
May 14, 1935, in part: 

I hope you can see your way clear to arrange to do business with Commercial 
Credit Co., who as you know, are now partners in the Chrysler Corporation. 
We will appreciate that cooperation and I am sure you will like doing business 
with them. 

This dealer, in response to the Commission's report form, further 
stated: 

Dodge Bros. Corporation, through their district representative, used pressure 
to induce us to deal exclusively with Commercial Credit Corporation, Chrysler 
Corporation's recommended finance company. 

Another dealer handling Chrysler lines stated: 
The manufacturer has on many occasions tried to force us to go back to Com

mercial Credit -̂ i'hich we refused to do. They have ofl:ered to cancel our franchise 
on several occasions prior to 1935, but in 1936 and 1937 pressure was brought 
directly to make us change from Colonial Discount Co. to Commercial Credit 
which we refused to do and we have since been not a very favorable dealer with 
the company. 

Regarding the manufacturer's change in policy in tins respect, this 
dealer stated: 
* * * in the past year, or ever since the investigation by the Govermnent has 
started, no pressure has been brought by the manufacturer to change finance 
companies or induce us in any -way to make any change. 

Another Chrysler-Plymouth clealer stated in August 1938, that 
during the past year the Chrysler Corporation had made no attempts 
to dictate to him as to what finance coinpany he should use and as a 
result he had financed through Commercial Investment Trust Cor
poration, Chrysler Corporation, according to this dealer, formerly 
recommended Commercial Credit Co. 

A former Chrysler-Plymouth distributor whose contract had been 
canceled in 1935 and who had previously changed from Commercial 
Credit Co. to another finance company, stated that numerous at
tempts were made prior to January 1935 to have him return to Com
mercial Credit Co. 
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According to this distributor he was accused of preventing his 
dealers from using Commercial Credit Co. He stated that, after fail
ing in attempts to have him return to this concern, a Chrysler official 
told him: 

I t wUl be for your interest to come with us. 

A De Soto-Plymouth distributor stated that he had resisted all 
efforts to induce him to finance all his retaU sales through Commercial 
Creclit Co. and that he would give up his franchise, before he would 
do so. This distributor indicated that he finances about 75 percent 
of his sales tlu-ough Investment Securities Corporation and has been 
doing business with this concern since 1919, The balance of his 
financing is handled through Commercial Credit Co. He stated that 
this arrangement was not satisfactory with the Chrysler Corporation 
which had written hhn that i t had no connection with Commercial 
Credit Co. but expected its dealers to finance through that company. 

Another De Soto-Plymouth distributor stated that great pressure 
had been brought to bear by Chrysler Corporation to force dealers to 
use Commercial Credit Co. He indicatecl he had disregarded these 
tlneats until a Chrysler representative had stated in a dealers' 
meeting: 

We are through trying to induce you dealers to do business with Commercial 
Credit Co. and now we are going to use other methods beginning the 1st of the 
month. 

This distributor stated that these "other methods" consisted, in his 
case, of taking away his associate dealers; that at tlie time this state
ment was made he had six such dealers and three of them were taken 
from him. He stated that he still did not choose to finance through 
Commercial Credit Co. and thereby lost the other three associate 
dealers. At the time tins statement was made the distributor said 
he was financing all his purchases and 99 percent of his new-car sales 
through Commercial Credit Co., the reason for using other compa,nies 
at all being the refusal of Commercial to handle some doubtfiU risks. 

A former distributor and retailer of Chrysler makes of automobUe 
stated to a Commission's exanuner that for a considerable period of 
time prior to May 1937, he financed his instaUment sales, and such 
purchases from Chrysler Corporation as required financing, through 
a certain large independent finance company rather than through 
Commercial Credit Co. Pressure was put upon liim constantly to 
finance through Commercial Credit Co., not a week passing without 
the subject being brought up. On innumerable occasions he was 
unable to get lus orders filled. At one time he had 400 cars on order 
and used every known means to obtain delivery, but -without success. 
Finally he was told that if he would finance with Commercial Credit 
Co,, he would be shipped all the cars he needed; but he refused, stating 
that he was well pleased -with the finance company with which he was 
doing business—and finaUy he received 75 cars. Pressure continued. 
On one occasion, on which he was trying to get delivery of 300 ordered 
cars, he was finally told that his account had been changed from- a 
•30-day to a cash-on-deUvery basis and that cars would not be released 
to him until or unless paid for by his bank check, amount in blank, or 
through Commercial Credit Co. The finance coinpany through 
which he was financing offered to post an ample deposit for release 
of the cars; but Commercial Credit Co. refused to divulge the amount 
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of the draft to cover the shipment. Finally, tn May 1937, Chrysler 
Corporation canceled his distributorship, declinhig to state cause, but 
after having ofi'ered this dealership to the dealer's sales manager 2 
weeks before the cancelation. At the time of this cancelation, be had 
200 imfiUed sales orders. 

Chrysler Corporation's representatives checked his orders carefullj-
for the purpose of making sure that they were legitimate orders. He 
was given the choice of handling them by mutual agreement through 
Commercial Credit or to handle them in accordance wdth his canceled 
contract under which he previously settled in 30 days. He was given 
to understand that under the latter arrangement, how-ever, his orders 
would have to take their proper turn with orders from other dealers, 
wdiich would mean that, due to a car shortage, he would not receive 
deliveries iminediateh^; but if he agreed to the other proposition, 
there would be no car shortage for him. Notwithstanding this 
position taken by representatives of the Chrysler Corporation, the 
dealer, after consulting his attorney, chose to have the matter handled 
accorcling to his old contract. He was thereupon ad-sdsed that the 
cars must be shipped and handled through Commercial Credit Co. 
He protested vigorously against this arrangement, but soon discovered 
that there w-as no other way of obtaining the cars. 

Some of the statements of other dealers and distributors handling 
Chrysler lines indicated that attempts w-ere m.ade to induce them to 
use Commercial Credit Co. and some indicated that no efforts were 
made by the Chrj-sler representatives in this comiection. I t seems 
quite clear, however, that upon occasion much pressure w-as brought 
to bear on dealers to force them to finance through Commercial 
Credit Co. 

Ford Motor Co.—In 1928 the Ford Motor Co. interests organized 
Universal Creclit Co. to finance purchases and sales of Ford dealers. 
This company, which has alwaj'-s financed Ford products exclusively, 
was sold to Commercial Investment Trust in May 1933, On Maj'-
17, 1933, Ford Motor Co. -wi-ote to aU Ford dealers enclosing an 
official announcement that its mterest in. Universal Credit Co, had 
been sold to Commercial Investment Trust which stated in part as 
follows: 

Universal Credit Corporation has been for a number of years the automobile 
financing organization of the Ford iVlotor Co., and the same intimate relationship 
will continue under the nev." ownership. I t will continue to cooperate with the 
Ford Motor Co, and devote its entire resources to offering the "authorized Ford 
finance plans" exclusively for Ford dealers and Ford purchasers. 

In this amiouncement, Henry Ford was quoted as stating: 
We set out to reduce the cost of credit to the ear buyer, and we feel that we 

have succeeded. 

In its communication to all Ford dealers the Ford Motor Co. 
outlined the advantages of financing through Universal Credit Co. 
and urged the continued use of this concern by its clealers. 

The stated policy of the Ford Motor Co, concemuig the use of 
Universal Credit Co, by its dealers w-as experssed in a letter from 
Edsel Ford to H. C, Doss, manager, Ford Motor Co., mider date of 
July 30, 1929, as foUows: 

I have recently been elected chairman of the board of directors of the Universal 
Credit Corporation, and I am at this time -n'riting you with the idea of clearing 
up several points in connection with the attitude of the Ford iVIotor Go, toward, 
the Universal Credit Corporation as it relates to time sales on Ford products. 
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As you know, the Ford Motor Co, has controlling interest in the Universal 

Credit Corporation and is therefore thoroughly interested in the success of this 
company. We, however, must recognize that there are a great many other 
discoun-f companies in the country anxious to secure Ford business and that they 
are in every way entitled to Ford business on a fair competitive basis. 

The credit comjiany was primarily organized to bring about a stabUizing influ
ence on Ford time sales, and to create a plan which provided for tlie lowest possible 
rate consistent with a thoroughly conservative and sound policy. The company 
has been successful in influencing the reduction of rates wherever it has opened 
branches, 

I have heard of several complaints from outside sources of the overzealousness 
•of the Ford branch organization, as well as representatives of the Universal Credit 
Corporation, in seeking business from Ford dealers. I wish to state as clearly 
as possible that there must be no coercion, eitlier direct or indirect, of Ford dealers 
to get them to use the Universal Credit Corporation plan. The plan should be 
sold to the dealers entirely on its merit. 

This poUcy was reiterated by Edsel Ford on January 20, 1938, in 
a letter to bra-nch managers. The substance of this letter was circu
lated to all Ford dealers by the branch managers. Mr. Ford's letter 
foUow ŝ: 

This letter is written to eliminate any confusion in the minds of our branch and 
dealer organizations, which may have resulted from the publicity given to the 
recent proceedings in Milwaukee in regard to the relationship between automobile 
manufacturers and finance companies. 

At the inception of the Universal Credit Corporation I wrote a letter to each 
branch manager outlining the attitude of the Ford Motor Co, as it related to the 
time sales of Ford products. In this letter it was stated that we realized there were 
a great many finance companies anxious to secure Ford business, and from our 
standpoint they were in every vi'ay entitled to such Ford business on a fair, com
petitive basis, I also stated, as clearlj'- as possible, that there was to be no 
coercion, either direct or indirect, of Ford dealers, to get them to use the facilities 
of the Universal Credit Corporation. 

No change was made in the policy set forth in that letter at the time the Ford 
Motor Co. sold its interest in the Universal Credit Corporation. Neither has 
there been any change in our attitude regarding such matters since that time. 

We have always endeavored to make our cars available to the public at the 
lowest possible cost. For this reason we are vitally interested in the time-delivered 
prices of Ford products. We will continue to maintain this interest because w-e 
want to avoid, as far as possible, having the manufacturing economies, -which we 
have effected for the benefit of the purchaser, offset by excessive time-sales 
charges. 

In spite of this stated policj'̂ , over one-fifth of the Ford dealers 
replying to the Commission's report form indicated that pressure to 
use Universal Credit Co. had been exerted by Ford Motor Co. As 
previously stated, 42 percent of the dealers replying reported they used 
this finance company in over 50 percent of their time sales. Thirty 
percent of the dealers replying stated there has been a change in policy 
of the Ford Motor Co, in respect to insistance that Universal Credit 
Co, be used, 

A Ford clealer in one Ford branch territory stated that, upon the 
organization of Universal Credit Co, dealers w-ere forced to change to 
the use of this company in their financing. The dealer stated that aU 
dealers in his territory were caUed to the branch office and told that 
they were expected to use Universal, Regarding his owm experience, 
this dealer stated he w-as called to the branch ancl taken to the offices of 
Universal Credit Co. where the coercion w-as terrific. He reported that 
the Ford branch manager, the Umversal Creclit Co. manager, and the 
Ford sales manager exerted such high pressure that he w-as coerced 
into discontiiiiung use of Commercial Credit Co, ancl changing to 
Universal, According to this dealer the pressure was so great that he 
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decided to discontinue in business and w-alkecl out of the ineeting but 
later returned and informed the factory representatives he would 
accede to their demands. He stated he had been threatened wdth 
cancelation manĵ ', many times. 

A former Ford dealer in another territory stated that Ford factory 
representatives dema.nded he use Universal Credit Co. or surrender Ins 
contract. The clealer reported that these demands contmued untU he 
requested that they be put in w-riting, after which they ceased. 

A Ford dealer stated in June 1938 -that about a year previously the 
Ford Motor Co, had "suggested" that it w-as more convenient to fi
nance through Universal than thi-ough other finance companies, and 
that he considered this as an indirect request to use Universal. He 
stated that after the action of the Federal grand jm-y in the so-called 
South Bend cases hi May 1938 the factory passed word among the 
dealers that they w-ere free to use any credit company desired. 

Another Ford dealer stated that wdiile he is not required to use 
Universal Credit Co., financing through this company is strongly 
urged. He reported that in Februarj'- 1938 he ŵ as requested to issue a 
statement to the eft'ect that he was not compeUed to use Universal and. 
that factory representatives were rather insistent that tins statement 
be issued. This dealer stated that he used Universal Credit Co. 
because in his ophiion many of his customers preferred this company 
because they felt it was pai-t of the Ford Motor Co. 

Another Ford dealer stated that he was not "required" by the 
manufacturer to use Universal Credit Co. but that on a number of 
occasions he was told: 

* * * I f you expect to get new cars you must use the Universal Credit Co. 

A Ford dealer stated that he sells finance paper to so-ca„Ued inde
pendent finance companies and, as a consequence, has been accused 
many times by Ford representatives of packing or padding finance 
charges a,nd has been compelled to produce duplicates of finance 
papers to prove this was not the case. 

Of other Ford dealers maldng statements concerning use of specified 
finance companies, some indicated that they used Universal Credit Co. 
exclusively but that no pressure was exerted in this respect, while 
others making simUar statements regarding absence of pressure did not 
use Universal. Still others reported varying degrees of solicitation by 
Ford representatives relative to use of Universal Credit Co. 

General Motors Corporation.—General Motors Acceptance Corpora
tion, organized in 1919 to finance sales of General Motors products 
exclusively, was set up as a subsidiary of General Motors Corporation. 

General Motors dealers' statements to agents of the Commission 
indicated that a large proportion of these dealers used this concern 
excliisi-srely or in a large proportion of their sales financing. Likewise, 
as previously stated, replies to the Commission's report form indicate 
that 76 percent of the reporting dealers used General Motors Fhiance 
Corporation in financing more than 50 percent of their time sales, and 
over half of the dealers reporting stated they used this company in 
practically all such financing. A total of 87 percent of these dealers 
indicated they used General Motors Finance Corporation to some 
extent. 

The fact that such a large proportion of General Motors clealers 
finance extensively through General Motors Acceptance Corporation 
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correspondingly reduces the number against whom severe pressure to 
use General Motors Acceptance Corporation is likely to be used. Also 
the existence of the South Bend indictment is another reason why pres
sure may be reduced at the present time. 

That such pressure has been used, however, is indicated by a con
siderable number of dealers who cUd not use General Motors Accept
ance Corporation to a large extent, A Chevrolet dealer, who was can
celed, assigned as one of the reasons for his cancelation the fact that 
he would not use General Motors Acceptance Corporation in financmg 
time sales. An additional reason for cancelation assigned by this 
dealer was his objection to the type of audit of Ins accounts made by 
Chevrolet Motor Co., winch included the checking for ffiiancing of 
retail-customer sales through a so-caUed independent finance company. 
This dealer outlined the extent and method of applying pressure in 
part, as follows: 

* * * because -we did not finance our retail paper through them [General 
Motors Acceptance Corporation] considerable pressure was brought to bear from 
time to time to attempt to force the use of their plans 100 percent. Their major 
weapon was the wholesale credit extended for the financing of new cars on the floor 
plan. This credit was withdrawn on at least two occasions, the last just prior to 
Chevrolet's cancelation of contract. 

Substantiating lUs claims that General Motors Acceptance Corpora
tion expected use of its faciUties for retail-time-sale financing, by deal
ers utilizing its wholesale financing, this dealer submitted a telegram 
from J. D, Deane, vice president of General Motors Acceptance Cor
poration as foUows: 

Understand delayed seeing you pending opportunity for to accom
pany him. Also understand withdrawal credit due to error at This has 
been corrected and apparently you have received shipment since original com
plaint. Incidentally we feel financing wholesale entitles us to more consideration 
and retail which subject and will take up with you definitely. 

Another case of use of the findings of auditors respecting the time-
sales-financing practices of dealers was that of a Chevrolet dealer who 
was himself carryhig some $25,000 of choice installment paper. When 
this was cUscovered by General Motors' auditors he w-as told that this 
paper belonged to General Motors Acceptance Corporation and was 
compelled to sell it to that company. Shortly thereafter a General 
Motors Corporation bond salesman a.ppeared at his place of business 
and it was insisted that he buy $20,000 face value of General Motors 
bonds bearing 4K-percent interest with cash obtained from the sale of 
the instalhnent paper. The remaining $5,000 was used to purchase 
new cars. These things ŵ ere done by the dealer because tliey^ were 
insisted upon by representatives of the General Motors Corporation. 

Other manufacturers.—The contractual or other relationships which 
have existed between finance companies and motor-velncle manufac
turers other than Chrysler, Ford, and General Motors are described 
in chapter XV. 

Replies to the questions concerning finance companies in the Com
mission's report forms received from dealers ha.ndling the products of 
these other manufacturers w-ere generally of such limited number and 
so indefinite in nature that thej'' were inadequate as bases for definite 
statements as to the policies and practices of these manufacturers. 
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SECTION 2. MANUFACTURERS' POLICY AND PRACTICE RESPECTING 
DEALER ACCOUNTING 

The dealer's need for accounting records.—Automobile retailing, as at 
present conducted, includes the conduct of at least four separate de
partments, namely: new-car sales, usecl-car sales, parts and accesso
ries, and service. With the addition of department after departm_eiit 
to the dealer's business, and particularly with the increase in impor
tance of the used car as a factor in the sale of new- cars, the dealer's need 
for accounting records for his giudance in the conduct of Ins business 
has increased progressively. 

The National Automobile Dealers Association, early in its history, 
recommended a imiform method of accounting for automobile dealers 
and has from time to time since then urged dealers to realize the im
portance of an adequate system of accounts. The National Associa
tion, in presenting a trade survey for the year 1935, commended the 
automobile manufacturers for developing ancl requiring their dealers 
to use standard accounting systems. 

Commenting on future trade surveys the National Association 
stated as follows: 

The biggest barrier to progress in work of this character is the reluctance on the 
part of many dealers toward taking a personal interest in their accounting records. 
There stiU seems to be a tendency to look upon balance sheets and operating state
ments as necessary evUs, reflecting the drab statistical history of the business, 
instead of viewing them as dramatic pictures of a living, breathing business, rich 
with suggestions, looking toward future progress. 

Development by manufacturers of dealer accounting systems.—Prior 
to about 1920 the development and adoption of clealer accounting 
appears to have been largely in the hands of dealers themselves, and 
of private accoimting firms who supervised theh installation and 
operation as well as made periocUc audits as required by the dealers' 
needs. 

Between 1919 a.nd about 1924 manufacturers began to give atten
tion to the development of dealer accounting systems as a means, not 
only of aiding dealers to conduct their businesses more hitelligentty, 
but also as a means of securmg accoimting data and reports compilecl 
on a more imiform and, therefore, more comparable basis. I t appears 
that mformation so obtained has been used in formiUating production 
programs and pohcies intended to increase sales of new- cars. Studies 
have also been made of dealer expenses and profits wdth particular 
attention to the sources of such profits and to the extent of dissipation 
of new -̂car discounts in used-car allowances as a factor affectmg dealer 
mortality. Dealer reports upon which such studies are based also 
convey to manufacturers information respectmg dealer withdrawals or 
the disposition of earnings through dividends or other-wise. 

In the development of dealer accounting systems a four-department 
system was adopted by all manufacturers, the system yielding the 
maximum of mformation to the dealer respecting his business and at 
the same time enabling the dealer to report to the manufacturer 
information compUed in a uniformly comparable manner by all 
dealers using a particular manufacturer's accounting system. 

Packard Motor Car Co.—At first some manufacturers appear to have 
merety developed a,ccoiinting systems and recommended them to their 
dealers, leaving their installation largely to the dealer or to the dealer 
under the direction of private accountants. For instance, the Packard 
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Manual of Practice for District Managers, as revised to December 28, 
1925, contains the following under the subject of Cla.ssification of 
Accoimts and Accounting Methods: 

The factory has compiled and sells to distributors and dealers for $1 a copy, a 
manual containing a standardized classification of accounts and a system of 
accounting methods. Form Y-22, which fills the need for a simplified, practical, 
and efficieint accounting procedure. Distributors and dealers, especiaUy the 
former, not having a modern and satisfactory accounting system should be 
strongly urged to adopt this standardized system which covers all details relating 
to the operation of their businesses, and which may be easily installed. This 
system has the additional advantage of providing the means by which the factory 
may compare the operations of distributorships of approximately similar size, and 
thus be in a position to more inteUigently advise individual distributors concerning 
those phases of their business which could be improved based upon the experience 
of others. 

The attitude here expressed of recommending rather than of 
requiring the adoption and use of the Packard accounting system to 
dealers other than distributors still- appears to be the policy of the 
Packard Motor Co. A later manual directs that w-holesale managers 
shall strongly urge both distributors and dealers to adopt the system. 
Dealers, especially, are to be urged to adopt it because it provides a 
means hy which the distributor may compare tbe operations of 
dealers wdio, under the Packard system of distribution, make their 
financial and statistical reports to the distributors who, in turn, make 
reports to the factory. Accordingly the Packard dealer agreement 
form, in use since 1936, merely contahis a provision that— 

The dealer shall make such reports pertaining to the operation of its business 
and in such form and at such times as may be requested by the distributor. 

At the present time Packard distributors are required to use the 
Packard system of accounting and the associate dealer is required to 
maintain such records as are determined to be essential by the dis
tributor. 

General Motors Corjwralion,—In the General Motors Corporation, 
as early as 1925, Chevrolet ancl Buick Divisions ŵ ere opera.ting their 
own clealer accountmg systems and Cadillac, Oakland, and Oldsmobile 
Divisions were considering adopting the standard practice and taking 
steps to sell it to their dealers after adapting it to their respective 
needs. 

In the spring of 1927 the Motor Accountuig Co. was estab
lished with headquarters in Detroit. I t decided that a flat charge 
of $150 be made against the dealers for kistallmg the factory's 
accounting system and this fee w-as to include two revisits after in
stallation. I t was also decided that, in the best interests of the 
dealer, of the division, and of the corporation, there shoiUd be no 
charge to the clealer for auditing work. Divisions, however, were to 
be charged by the Motor Accounting Co. at the rate of $20 per day for 
the auditing work done with their dealers. I t ŵ as decided that this 
fee, which was to include both living and traveling expenses, w-ould 
not be large enough to cover the expenses of the Motor Accounting 
Co., wdiich was to do its utmost to keep its deficit as low as possible. 

At a meeting on August 3, 1927, the pomt was brought out that a 
number of the dealers prefer to employ independent local accountants 
who not onlj^ take care of then- books, but give them advice in connec
tion with the mcome tax and that this problem would present some 
difficulties from the standpoint of the Motor Accounting Co.'s 
activities. 
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In June 1929 the rates to be charged dealers for installing the 
standard accounting system were revised and the two revisits in
cluded in the original installation were discontinued ancl replaced by a 
monthly audit service to be sold at the time of instaUation. 

In subsequent years various other changes have been made in the 
General Motors organization charged w-ith the promotion of the use 
of the General Motors accounting system ancl the making of special 
a-udits and studies of dealer accounting and statistical reports. 
Motor Accoimting Co. was dissolved and certain of its functions were 
taken over by otlier branches of General Motors Corporation. The 
requirements that dealers keep their accounts in accordance with the 
uniform accounting system designated by the General Motors Cor
poration and have audits made, either by accountants employed by 
or acceptable to General Motors Corporation, have been retained to 
the present thne, and dealers are requhed to submit copies of such 
audits to General Motors Corporation at such, times as it may desig
nate. 

The 1939 seUing agreement of the several divisions of General 
Motors, through the General Motors Sales Corporation, provides that 
dealers maintain a uniform accounting system, furnish reports, and 
make such audits as the seUer may designate as foUows: 

The dealer agrees to use and keep up to date at all times a satisfactory uniform 
accounting system designated by company and to furnish to seller, by the 10th 
of each montli, a complete and accurate financial and operating statement with 
supporting data covering the preceding month's operations, showing the true and 
actual condition of dealer's business. Dealer agi-ees to keep said system in strict 
accordance -with the accoimting manual furnished by company. 

Dealer agrees to have an examination of his accounts and records made by a 
person or persons, either in the employ of seller or acceptable to seller, at such time 
or times as seller may designate, copy of reports on such examination to be fur
nished to both seller and dealer. 

Dealers were charged for the thne spent by Motor Accounting Co. 
auditors at substantial per diem rates. The expense of these audits, 
together with the fact that they furnished General Motors Corporation 
with infoi-mation respecting the dealers' business that could be used to 
the dealers' disadvantage, caused much resentment on the part of 
dealers. The ex-Chevrolet dealers wdiose statements are summarized 
on page 287 referred to the use of information so obtained as the 
basis for bringing pressure to bear on them to finance through General 
Motors Acceptance Corporation. Data so obtained respecting the 
financial condition of dealerships were also susceptible of use to bring 
pressure upon dealers to take and sell more cars and accessories, or to 
build or otherwise acquire buildings, or to expand their operations if 
their financial condition warranted. 

In this connection an ex-Chevrolet clealer who had conducted a 
profitable business stated that audits made of his business led to 
objection on the part of factory representatives to the fact that he was 
declaring dividends and thereby removing profits from the business 
when pressure w-as being brought to bear upon him to increase his 
investment and expand his busmess in a way which, in his judgment, 
was not justified by the future of his market. The clause of the 
Chevrolet agreement under wdiich this objection ŵ as raised was as 
follows: 

Since the volume of business ddne determines the amount of capital required 
to handle such business properly, dealer agrees to maintain the net working cap
ital actuaUy employed in the business to be conducted by the dealer under this 
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agreement at such amounts as the seller shall from time to time deem necessary 
for the proper handling of the business. Without limiting the generality of the 
foregoing, the dealer specifically agrees not to make any withdrawals of capital 
without the written consent of the .seller, to such an extent that it reduces the net 
working capital below the amount deemed by the seller necessary for the proper 
handling of the business; and further specifically agrees that if the dealer's net 
working capital is at any time below the amount deemed by the seller to be nec
essary at tliat tune, the dealer will, upon written request of the seller, leave in 
the business all, or a specified part, of current earnings and profits until such 
necessary amount of ne-t working capital is reached. 

Under tins clause the amount of investment required of dealers v/as 
a matter for the General Motors Corporation to determine at all times. 
The possibiUty of arbitrary pressure such as the ex-Chevrolet dealer 
outlined, is obAious. This clause is stiU a part of General Motors 
agreements in 1939. 

Ford Motor Co.—As early as 1926 or 1927, as a result of investiga
tions made from time to time to determine the profitableness of vari
ous departments of the dealers, the Ford Motor Co. noticed the lack 
of uniformity of statements furnished the branch offices by dealers. 
A form letter of February 1, 1927, from the Dearborn office, stated, 
among other things, that while the dealers may maintain any form of 
records they desire, if comparisons are to be made it is naturally essen
tial that they be done on a uniform basis. W ith this in mind, a simple 
form of balance sheet and income and expense statement was prepareid, 
and dealers w-ere asked to report each month. 

The Ford dealers' imiform accounting system was first released in 
1932 and remains virtually unchanged. A simpUfied system has also 
been developed to better accommodate the small dealer, both from 
the standpoint of cost of maintenance and the expense of forms 
required. 

'The dealers ha-tdng Ford uniform or simphfied systems of accounts 
as of AprU 30, 1937, constituted 58.3 percent of aU Ford dealers, per
centages ranging from 96.6 percent of the dealers of the Cleveland 
branch, to 41.2 percent of the St. Louis branch dealers. Eft'orts are 
continuaUy being made through the branch offices to convince the 
dealer of the benefits to be derived through the use of the uniform 
system of accoimting. Through comparative figures made avaUable 
through composite financial statements, indi-^ddual dealers are assisted 
in correcting the weaknesses in their operations. This assistance is 
available to any dealer without cost upon request. 

In coimection Avith the publication of an operatmg comparison report, 
the general sales department of Ford Motor Co. wrote branches May 
29, 1935, regarding the lack of miiformity in statements submitted by 
dealers, as follows: 

Uniformitj"- in accounting is essential to the accuracy of operatng comparisons. 
The lack of progress made on the sale of accounting systems during the past year 
by a number of the branches clearly indicates very little effort has been put forth 
in this du-ection. I t is anticipated that the sale of an accounting system should 
be made to each new dealer as a part of any arrangements made when his sales 
agreement is executed. There are also a large number of inadequate systems 
whicli have not yet been replaced. Please give this matter your careful attention. 
The Ockford Printing Co. is preparing a new maUing piece to further the sale of 
the simplified forms and will forward a supply to you shortly. Please arrange to 
get tliese booklets into the hands of all of your dealers who are logical prospects 
for the sale of this system. 

The collecting and dissemination of this information for compara
tive purposes is-through the business-management department, and 
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the representatives of this department are dii-ected to use everj'- care 
in their dealer contacts to avoid creatmg the impression that this 
w-ork consists of an audithig service or to permit such an opinion to 
exist. 

The dealers should understand that the program is a sales-department function) 
even though financial statements are utilized in analyzing the various depart
ments. 

The ultimate objective of the bushiess-management program, ac
cording to the manual, is to train the dealer and his department heads 
in analyzing and actually managing the business. Supervisors are 
instructed to— 
alway.s work toward an improvement in the dealer's management of his business, 
rather than any attempt to manage it for him. Only by such means shall the 
program be made permanently successful. 

The manual further calls attention to the use of umform accounting 
methods as follows: 

* * * Convince the dealer of the error of clinging to obsolete methods or of 
permitting liimseU" to be induced to adopt any of the faddish methods sometimes 
recommended by public accountants, trade associations, or others who have sel
fish reasons for desiring to distort the results reflected. 

Hudson Motor Co.—Distributors are required to make monthly 
financial statements which, according to a Hudson sales manager's 
letter of November 15, 1937, to all distributors except those located 
in Texas, states regardhig the 1938 dealer agreement: 

Section 9 has been added, requiring the use of standard accounting procedure 
and the monthly furnishing of financial statements to the factory. I t is not our 
intention to ask you to change your present accounting system, provided i t 
functions as a correct reflection of the status of your business operations; but, 
i t is our hope that through our business management department we may be a-ble 
to provide you with an analysis service based on your monthly financial and 
operating statement, which should be of valuable assistance to you in the direc
tion of your business as a whole. 

Mafeter-dealer and associate-dealer agreements did not requhe 
periodical financial statements, although a bulletin of April 12, 1938, 
calls attention to the simplified dealer record system which was 
designed for obtaining facts, the use of w-hich would enable a dealer 
to determine and correct his weaknesses, as well as capitalize to the 
limit profitable operations of his business. Dealers were urged to 
avail themselves of the benefits to be derived from the use of this 
system. 

Other manufacturers.—Other manufacturers have adopted account
ing plans of various sorts, ra,nging from the closely supervised system 
of General Motors Corporation to the elastic requirements of Packard 
and Hudson, that merefy require that distributors shall use the 
manufacturer's accounting sj'-stem, whUe subclealers or associate 
dealers may use any accoimting system tbat WTW. enable them to make 
reports satisfactory to the manufacturer or to distributors in the 
detaU requh-ed by the manufacturer's standard forms. 

Perhaps the attitude of most motorcar manufacturers at present as 
to use of imiform accounting systems by dealers may be summarized 
as follows: The manufacturers want their dealers to use adequate 
accomitmg system.s, preferabty those designed by the manufacturer. 
Any adequate system, however, probably is satisfactory, provided i t 
permits the dealers to draw off the information the manufacturers 
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want, as called for by the report forms, as distinguished from the 
actual books of account, w-hich the factories supplj- the dealers. 

Attitude of public accountants toward manufacturers' prescribed 
dealer accounting.—In considering the attitude of public accountants 
toward manufacturers' prescribed accounting systems, i t is to be 
recognized that some adverse opinions may be expressed by account
ants who have been deprived of business with dealers by the fact that 
manufacturers' accounting systems have been installed and supervised, 
and that clealer accoimts have been audited by accountants employed 
by, or designated by, manufacturers to perform this work. Even 
-with this reservation, however, i t is interesting to note the character 
of opinions expressed by public and other accountants of the character 
of results produced by m.anufacturers' prescribed accounting systems. 

Probably the criticism most often expressed is that the systems 
are devised to 3deld information respecting dealer operations desired 
by manufacturers rather than to give the dealer who is not sldlled in 
accounting procedure a correct iclea of the results of his operations. 
One accountant stated that these uniform systems ŵ ere of tremendous 
help to the factory, not only because they insure records being kept 
on a uniform basis but because they convey to the manufacturer the 
information in which he is prhnarUy hiterestecl. At the same time, 
the informant stated, the systems were misleading to the dealer. 
Furthermore, the dealers under this factory accounting set-up, super
vised by factory-selected men, did not have the benefit of the advice 
of a disinterested auditor as to their financial condition. Many 
dealers, this informant stated, believe that thej^ are making more 
money than is the fact, because, accorcling to the factory accounting 
systems, their books showed a large new car profit, whereas an 
analj'-sis and break-do-wn of the figures, with due allowances for used 
cars taken in trade, would show a much smaller new-car profit or 
possibty no profits on the total business done. 

Others, in addition to pointing out that allocations of expenses 
imdei' the factorjr systems show profits per new car wdiich are far too 
high, state that in order to Itiiow the true status of theh business, 
dealers using factory-designed accoimting systems must also keep 
a.nother set of books, or at least supplementary records, especially if 
they are to be correctly informed as to the extent to which their capital 
ancl profits are tied up hi used-car inventories that rapidly decline in 
market value wdth age. 

An accountant who is at present secretary of a county association 
of dealers m Wisconsin stated that hi his opinion the showing of larger 
profits than are actually made on new--car sales by failing to assign 
to new--car sales the proper proportion of used-car selling expenses 
ancl losses places in the hands of ma.nufacturers a showing respecting 
dealer operations that is misleading to prospective dealers as to 
possible profits of the business. 

Another phase of criticism ahned at the manufacturers' systems is 
that their cost of instaUation, or of maintenance, or frequently of 
both, is excessive. This is claimed to have been true especially when 
factories in the past required the dealers to employ factory-desig
nated accountants to instaU systems and perform periodic, sometimes 
montlUy, audits. Some dealers join wdth outsiders in this criticism 
of manufacturers' prescribed accounting systems. The Commission, 
however, does not attempt in this report to pass on the validity of 
these criticisms. 
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Attitude of dealers toward manufacturer-prescribed accounting sys
tems.—Many dealers say they use the factory system under duress of 
fear they wUl lose their franchises if they do not. Others state they 
use the system to avoid constant wrangling wdth the factory and 
pressure to adopt it. On the other hand some dealers have stated 
that they do not use the factory system and have never been bothered 
by the factory. Perhaps dealers in this group have adequate records. 
In any event, there are statements on both sides of the question, many 
dealers iiot only saying they used the sj'-stems designed by the factory 
but that they were most satisfactory and had been of great help in 
aiding them to hnprove theh- efficiency. 

Chrysler dealers.—FoUowing are some dealer opinions as stated to 
representatives of the Commission: 

A Dodge-Plymouth dealer stated the factory installed their account
ing system but that he found i t impractical ancl replaced it with one 
of his own. He makes a financial report to the factory once a year 
and about every 3 months factory representatives check his books, 
stock of parts, etc. 

Another dealer who operated as a used-car dealer for a number of 
years prior to taking on the Chrysler-Plymouth Une feels he is in a 
position to refuse the demands of the factoi-y. This dealer stated 
that 2 weeks after signing an agreement (contract) with Chrysler, 
the local factory representatives suggested that he install the Chrysler 
sji-stem of bookkeeping. He demurred, and when the factory repre
sentative insisted, the informant declared he would give up his agency 
before he w-ould accede. Requests for financial statements met the 
same refusal unless the factory representatives could assm-e the dealer 
that fm-nishing such information would entitle hhn to a line of credit 
similar to that extended by banks. He did not install the factory 
system. 

A former De Soto-Plymouth dealer stated that he refused to comply 
with the demands of the factory that he send in financial and operating 
statements and to install the factory accounting system. Giving this 
information to the factory, the informant claimed would not help his 
standing one bit, but by not giving this information the dealer stated 
that the iU favor of the regional manager was incurred, and from then 
on his existence was made miserable, 

A Chrysler-Plymouth clealer stated that whUe he made monthly 
accounting reports to the factory on the report forms fm-nished by the 
manufacturers he did not use the factory accounting system because 
he did not approve of it. Outside auditors are used to make up these 
monthly reports. This dealer criticized the manufacturer's system 
on the ground tha,t profits on the new-car sales as shown by the system 
are too high, as new-car sales are not complete until used cars taken in 
trade are disposed of, a fact which the factory system does not take 
into account. 

A De Soto-Plymouth dealer, in contrast to the one quoted above, 
stated that he used the standard Chi-ysler accounting system and that 
the factory helped to install it without charge. He clid not necessarily 
have to use this system but did so because he thought it w-as a good 
one. This dealer also stated he did not furnish periodic reports to 
the factory a-nd was not pressed to do so. 

General Motors dealers.—A Chevrolet dealer stated that he uses 
the factory accounting system not because of demands by the factory, 
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but because he heartUy approves of tins system. This dealer believes 
a dealer not using the sponsored system loses a lot because his accounts 
would not lend themselves to helpful comparison with the composite 
statement issued by, the factory. Factory representatives -visit this 
dealer monthly to see how closely the factory accomiting system is 
being followed, not to force the dealer to adhere to the system but to-
assist him in foUowdng it as an aid to the factory in compiling dealer-
statements. 

Another Chevrolet dealer stated that he used the accounting system 
recommended by General Motors. Copies of financial reports are 
sent to the factory monthlj'' and to General Motors Acceptance Cor
poration semiannually. The sj'-stem, according to informant, is fairly 
satisfactory and is checked by a factoi-y representative quarterly. 

Another Chevrolet dealer stated the factory audited his books-
peiiodicallj'-, and that he sends to the factory a complete and full, 
statement of operations and balance sheets wluch are to be at the 
factory by the 10th of the foUow-ing month. The factory watches the 
amount of hivestment and if i t starts to run low then requires the 
dealer to buUd it up. 

A Chevrolet dealer who was canceled gave as one of the possible-
reasons for losing his franchise his objection to the type of audit made-
by Che-vrolet Motor Co, auditors. The auditors in their checlcing 
went into the records to determine to what extent this dealer was 
financing thi-ough an independent finance company and also to ascer
tain the extent to which he was purchasing parts and accessories from 
independent jobbers. 

A former Pontiac dealer now handling a different line stated he was-
required by Pontiac Division of General Motors to submit financial 
statements to the factory monthly. An auditor inspected his books 
monthly and prior to 1935 a charge of $30 per month was made by 
the factory for this service. 

A CadUlac-La Salle-Oldsinobile dealer stated that he makes financial 
and sales reports to the factory each 10 days. The factory repre
sentatives call in person to check the reports, and, the dealer said,. 
"They w ôrrj'̂  you to death—if the representatives would stay away 
and give me a chance to work I could make more money, but they are 
after you all the time." 

Dealers of other -manufacturers.—A Ford and Lincoln-Zephyr dealer-
stated that while financial statements were made out monthly he was 
not compelled to forward them to the factory, but if he does not send 
them in he will have lus credit on parts accounts withchawn and be 
placed on a c. o. d. basis. This practice of withholding credit for-
faUure to make reports appears to be in line wdth suggestions con
tained in the Business Management Manual of the Ford Motor Co. 
prepared for the guidance of the branch-management supervisors. 

A Packard subdealer stated that he uses the standard books and 
accounts of the Packard Co. and that to do so is to the best interest 
of the business. This dealer makes monthly reports to the distributor 
who in turn reports to the factory. 

A Ilucison-Terraplane dealer stated he did not use the factory ac
counting system, as his own sj'̂ stem evidently was satisfactory to the 
factory. Montiily financial reports are made to the factory and 
sales records semhnonthly. Factory representatives check the ac
counting records from time to thne and make suggestions in order to 
keep the system in line. 
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In view of the fact that a well-considered opinion on the adequacy 
of manufactm-ers' prescribed dealer accounting systems w-ould require 
a more careful consideration of the accounting systems of individual 
manufacturers than has been possible in connection with this inquiry, 
the Commission expresses no opinion as to the adequac}^ of these 
accounting systems, or their utility to the average dealer in the 
conduct of his business. 

SECTION 3. MANUFACTURERS' REQUIREMENTS RESPECTING DEALER 
PERSONNEL 

Nature and purpose of manufacturers' requirements.—AU manufac
turers' dealer agreements require the dealer to develop his territory 
to the satisfaction of the manufacturers. Some contracts are much 
more specific thain others respecting dealer personnel ancl organiza
tion requirements. For instance, the Ford agreement for 1939 
requhes the dealer: 

* * * to employ sufficient competent salesmen to solicit adequately all 
potential purchasers of company products in the community in which dealer is 
located, and sufficient, competent service mechanics to render prompt efficient 
service to owners of company products M= * *_ 

Chi-ysler agreements for 1938 state that successful merchandising 
of Chi-ysler products, among other tiuiigs, requires a suitable place of 
business, appropriate stocks of new motor vehicles, parts and acces
sories, salesroom, parts department and service station, with appro
priate organization and equipment, all in keeping w-ith Chrysler 
policies. General Motors contracts for 1939 mention specifically 
only the maintenace of a place of business satisfactory to the manu
facturer. Hudson contracts merely provide that the dealer shall 
maintain a place of business, salesroom, and service station reasonably 
satisfactory to the Hudson Co., wluch shall have the right of inspection 
at all tunes durmg business hours. 

Even though the dealer agreements may be indefinite or contain 
no provisions whatever respecting dealer personnel rec[uire-ments, the 
various manufacturers have provided in their executive policies and 
organizations for substantial super-vision over the selling activities of 
their dealers. If a dealer does not maintain his percentage of price 
and weight class, his operation will be surveyed and advice given 
respecting the employment of additional personnel, or even respecting 
change in sales executive personnel. 

For instance, the Packard Manual of Practice for Distiict Managers 
contains the following under the heading "New-Car Salesmen": 

The vital factor in retailing new motorcars by the dealer is the maintenance 
of an adequate force of salesmen, Adequate may mean 1 man in the smaUer 
dealerships or it may mean 10 or more men in the larger stores. The rule for the 
district manager to foUow in determining the number of men necessary is to see 
that 1 salesman is employed for each 24 oars, making up the quota for Packard 6 
and 120 cars. Experience has proved that this measurement cf sales strength is 
correct. 

Manufacturers take the position that whatever is done in the way 
of suggestion or urging respecting dealers' sales or other personnel is 
done in the interest of producing maximum sales of new cars at a profit 
to the manufacturer and to the dealers. Manufacturers claim, 
especially -with respect to suggestions respecting the number of sales
men, recommendations at one time may be for increasing, and at other 
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times for decreasing, sales personnel, the foi-m of the recommendation 
depending upon business conditions and on conditions found to exist 
in particular dealerships. This claim was verified by statements 
of some dealers. 

Respecting the interpretation of manufacturers' pohcies, both with 
respect to sales forces and executive personnel, i t is to be noted that 
the dealer's contact is with field men often far removed from home-
office executives and that such field men may interpret home-office 
instructions in w-ays or bring pressure to bear on dealers to an extent 
that would not be approved by factory executives. I n all cases, 
however, i t is to be noted that in facing factory representatives, and 
especially in opposing their suggestions, dealers a,re influenced hy 
fear that if they clo not comply wdth suggestions their dealer agree
ments may be canceled on relatively short notice. 

Typical cases of supervision by manufacturers.—An example of the 
type of siqiervision exercised by manufacturers over dealer personnel 
is indicated in the case of a Hudson distributor described iu the 
records of that company. The distributorship was established in 1932 
when a retail company pre-viously ha-ndling the line of another manu
facturer took over the Hudson distributorship under the firm name of 
Automotive General Corporation, Shortly thereafter, the distri
butor's manager severed liis connection with the distributor and a 
Hudson field m ân wrote to W. R. Tracy of Hudson Motor Car Co. 
on March 28, 1933, stating: 

Answering your letter concerning recommendations to Mr. Olmsted, I advise. 
I have been working on a proposi-tion for some time [ever since Ransom left] 
to either get R. C. Langley, Frank Stevenson, or ,lim Gough into the Automotive 
General Corporation organization as a general manager, on some basis. All these 
men are experienced automobile executives, and practical men in every way. 
Either of them would qualify for the management of this business. All three are 
anxious to get the position and Mr, Olmsted thinks wtU of all of them. 

The owmers of the business desired that the new general manager 
become financially interested in i t . I t appears that only one of the 
candidates for the position could make the desired financial invest
ment. Consequently, the position went to Candidate Gough with 
fu l l authority to conduct the business as lus judgment dictated. 

An essential part of the Hudson Motor Car Co.'s plan for auto
mobile distribution is that each distributor shall have a retail organi
zation capable of setting the retail pace in the distributors' tracie area. 

On October 16, 1933, the same Hudson field man reported to his 
superiors in Detroit that Gough had "revamped" his retail organiza
tion and—• 
* * * says that he wUl graduaUy increase his retail organization to 12 or 15 
men by the time the new line is ready and in the meantime will olean up all his 
used cars, and be ready to do the kind of a job we want, 

I told him today that we would expect a definite commitment from his directors 
as to how- they expected him to merchandise the new line, and what capital they 
expected to place at his disposal. He agreed that this is important for us to 
know, as well as himself, and promised to arrange a meeting at which I -would be 
present, for the purpose of discussing these things, in the near future. * * * 
I wiU follow this through and keep you advised about i t . 

I n a long letter dated February 7, 1934, the field man reported to 
W. R. Tracy in Detroit stating that he had foimd i t impossible to 
obtain a satisfactory agreement on the part of the three prmcipal 
owners of the business that they W'Ould put the desired amount of new 
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capital into it . After discussing the situation in detail, the field man 
stated as follows: 

* * * I know that your judgment wUl dictate -whatever is best in the 
matter, but as I see it, the only thing that we are vitaUy interested in, is "Will 
they, or will they not, stabilize the company to the point that it can stand on its 
own feet, and permit an expansion which present conditions justify." This can 
be done by paying oft' the bank loans, and putting $15,000 in cash into the perma
nent capital structure. If we .stand pat on this requirement, and make a strict 
issue of it, the thing wiU quickly resolve itself into Olmsted's acceptance of the 
proposal, or refusal to do so, in which event we can proceed openly with soliciting 
a new account. If we compromise, it wiU but prolong the evil clay and make it 
more difficult in the end. If we must change the account, the time -ivas never 
more opportune to do it, for interest in us, and our products now is real. 

In another paragraph of the same letter, the field man stated that 
he had several almost certain leads that could be developed quickly, 
any one of w-hich would take over the Hudson distributorship, ancl 
all of which w-ould take Gough into the new distributor organization 
with an interest in the business. The field man stated, however, 
that in the Une up of these prospects, 

* * * I , of course, have done no direct soliciting along this line, but I am 
sure that it can quickly be accomplished, and we can certainly be independent 
with Olmsted from this angle. 

Respecting the progress made by the distributorship under Gough's 
management, the field man stated: 

I am elated at the progress being made in the development of the territory, 
and the building of an aggressive retail force. * * * 

At this time it w-ould appear that the dissatisfaction with the 
dealership was largely directed tow-ard the principal owners wdio did 
not wish to put additional capital into the business, the need for which 
grew out of losses sustained by the company prior to the time that 
Gough became manager. Nothing, liow^ever, came of the threatened 
replacement of the distributorship. On May 30, 1934, the same field 
man again reported to his superiors in Detroit, stating: 

I am not at all satisfied with the way Gough is taking hold of the Challenger 
program, nor the retail progi-ess he is making. 

You will recall that he was very reluctant to give us reasonable orders for 
Challengers when he was at the De-troit meeting, and that since that time I have 
had to pressure him into every order he has given for them. He is not sold on the 
program, and resists everj- effort to get reasonable distribution on the Challenger. 
He prefers to keep the dealer sold on the K possibilities only, until such time as 
his ow-n K stock is reduced to a minimum. 

* * * * - * * * 
At this time the company needs additional money to handle used-cars. Gough 

told me yesterday that he would have to quit trading until more used-car move
ment was a realitj-, for he did not have the money available to increase his used-
car stock. * * * 

Despite Olmsted's attitude that they have all the money necessary to operate 
upon, it is proving a serious handicap, and it gives Gough a much desired position 
to re-treat to, -when 1 attempt to get him to do the things which we expect. Olm
sted simply supports that position, and points to the fact that stocks should be 
liquidated rather than increase the working capital. I t has developed into more 
or less "buck passing." 

As soon as Commercial Credit has had its conference -with Olmsted next week, 
I am also going [to] confer with him, and I expect to smoke the truth out, as to 
whether he approves of Gough's too conservative attitude. I f he does unquali
fiedly, then I will ask you for help. I f he does not, then either Gough mu.st under
stand that he is expected by the directors to program with us, or I am going to 
suggest a new manager. 
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Nothing defhiite appears to have been done along the line suggested 

in the last paragraph above during the 1934 seUing season. On 
October 31, 1934, however, the same Hudson field man addressed a 
letter to W. R. Tracy stathig: 

As per your instructions, I have held two conferences with Mr, Olmsted about 
what he proposed to do with our progi-am for 1935. I was frank in my statements 
to him, and asked that he be perfectl,y frank with us. He .still insists that our 
gross is too small, and that with such a margin, no money can be made from retail; 
but he would not say that it was hopeless, as he did before. 

I pressed liim for some sort of a declaration, and he asked time to consider 
i t and talk to his associates. He suggested tliat he might decide to go to Detroit, 
and confer with you and Mr, Chapin about aUowing the Automotive General 
Corporation to pad the price next year so that a retail sale would show 25 percent 
gi-oss on the delivered price of the car, which would bc equivalent to advancing 
the list, and then allo-wing them 30 percent discount therefrom. I told him 
positively that you would entertain no such proposal, but Gough is urging him 
to go up and lay his troubles before you, and I would not be surprised if he wires 
you for an appointment. * * * 

Under the circum.stances, I have not actively canvassed for a new account, but 
O. B. Smitli Co. at Fort Worth has made application to me for the franchise 
either for the whole DaUas territory, or for the western half of it out of Fort 
Worth. * * * 

The suggested replacement of the distributor, however, ŵ as not 
carried out. On April 13, 1935, the same field man, reporting on-
Automotive General Coi-poration again expressed dissatisfaction with 
the volume of retail business done, stating that the retail sales manager 
was handicapped, especially in the matter of appraisals and the size 
of used-car stock. Respecting the responsibUity of General Manager 
Gough for this situation, the field man stated: 

* * * Gough absolutely refuses to change that policy, and he has the 
approval of Olmsted in fact if not on the surface. * * * 

Reference to all of my former general and special reports on Dallas wUl disclose 
the fact that I have respect for Gough's ability as a money maker, and a liqui
dator, but not much for his selling ability. 

Again, on September 7, 1936, when consideration was being given 
to whether the distributors' franchise w-ould be continued for the 
year 1936, the same Hudson field man addressed a field report to his 
superiors in Detroit in which he stated: 

I have had several discussions with Gough within the last 2 weeks relative to 
his plans for the introduction and the merchaudising of the new models when 
they are announced. 

There is hardly anything which you do not already know about him, his 
methods, and his attitude, especially toward retail. There is a lot that can be 
said in Jim's favor; he is very sound in his reasoning in mast cases, and unques
tionably knows how [to] protect the resources and assets of his company. What
ever lie does, is only after a careful consideration of all the factors which might 
influence the result, and a conviction that his analysis sho-ws the undertaking to 
be feasible, and not too speculative. 

I t is but natural that one thinking and operating thus will be overcautious, 
and because of that wiU miss opportunities. But on th.e other hand, one can be 
sure th.at a man like Jim will weather almost any sort of a storm that might 
arise, because he -wiU al-ways be close enough to shore to take care of himself. 
The ideal would, of course, be a happy medium between the extremes, I cannot 
quite convince myself that we can make much more out of Jim than he already 
is; his convictions are too positive, and his theories too deeply rooted to change 
overnight. 

Respecting the operation of the used-car department, the field 
man stated in this same long field report: 

I t is a well-organized department, but the used-ear manager must let Gough 
pass on practically every deal, unless i t is entirely obvious on its face that i t 
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[is] gilt-edged in every respect. Obviously with such a conservative used-car 
policj' the new-car retail in limited. 

In closing liis report on the distributor's operations, the field man 
stated: 

I would recommend that we stress the absolute necessity of an improved 
retail operation at Dallas and not mince words about i t . I f we can get this, we 
should be content to go through 1936 with them. 

Under date of Maj- 20, apparently 1936, the same field man 
addressed a report to lus superiors in Detroit, in winch he stated that 
Hudson registrations hi the distributor's area were approximately 33 
percent less in April than in March and were about 30 percent less 
in the first 18 days of May as compared with the same period in April. 
In explanation of tins showing, the field man stated: 

Gough's retail shows a steady decline in percentage from the first of the year, 
I have discussed this with him from time to time, and again today as per your 
instructions. His answer is always the same, namely, that he does not propose 
to take unprofitable business, and that to have increased his retail would have 
meant forced sales; that he cannot move the used cars already taken in as fast as 
is necessary, and that to increase used-car stock by increasing new-car sales would 
further complicate tha,t; that, anyway, new-car retaU must show a net loss (under 
present discounts, when the used-car loss is absorbed) and therefore additional 
new-car retail will cut down his net profit ratlier than increase it . 

* * * * iJ; --i; ;ir 

He is actuaUy "going overboard" ' more than his pad on used-car aUowances, 
as is shown by the first 10 sales in April, which 1 followed through on. * * * 

I do not believe that we can ever make a retail man out of Jim. He is too old 
to change his mind, especially since his convictions are so positive. 

Again, under date of February 8, 1937, the same field man reported 
on the operations of Automotive General Corporation, stating that a 
quota had been given for the distributor's area but that the quota 
had not been followed through properly. Respecting the distribu
tor's operations, it was stated: 

* :!: * Jl ig impossible to get Gough to take a quota seriously, for he insists 
that it "does not mean anything," But we must admit that he did a good 
retaihng job in January, despite his attitude about quotas, * * * Jijn 
strenuously denies that he did not foUo-w through on this, but I know that he 
did not except in a very lax way. 

On the subject of the distributor's abUity to produce, the fi.eld man 
stated: 

I frankly do not believe that they will do a satsfactory job beyond the sjiring 
seUing season, if that far, despite the assurances given by Olmsted and Gough 
that they mean to do an outstanding job. Mr. Pratt and I had every assurance 
that no stone -would be left unturned, and I believe that Olmsted was sincere in 
his de.=;ire to do this; but I also believe that lie wUl listen to Gough's counsel, and 
-s\'hen used cars begin to increase that inventory, they wiU curtail their own retail. 
They cannot hope to retaU anything like 4 percent of the Dallas business and 
hold' used cars down below $10,000. In talking to Mr. Figus today, Gough 
argued persistentlj" that he must turn his used-car stock in dollars and cents net 
(not gross) every 30 days, or reduce it to whatever figure represented the net 
turn-over in dollars for the preceding month. This means that the current used-
car stock must not exceed the actual cash and notes received through that depart
ment for the preceding month. 

Gough is to receive 10 percent of the net profit, and he is going to be sure that 
used-car losses are held to a minimum; a very laudable purpose to be sure, but 
not at the expense of volume. --̂  * * 

My recommendation is that w-e carefully -watch this operation, and if effort and 
results slacken because of the necessity of going after our share of business harder, 

' "Going overboard" refers to making allowances for used cars in excess of their resale value. 
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then that is prima facie evidence that despite the assurances given they are fair-
weather operators only; and when the going gets tough they wiU not breast the 
current; and if sucli time comes, we should act, and act firmly. 

Thus, over the period from the establishment of the distributorship 
in 1932 thi-ough February 1937, this concern w-as under continuous 
observation and criticism because of the conservative policy of its 
management, particularly as expressed in the policies and acts of the 
distributor's general manager, Gough, respecting the retail business 
of the distributor. At freciuent intervals in the reports of the field 
men references are made to the necessity of taldng action to cancel 
and replace the distributor in case better sho-wing in retail sales was 
not made. 

Similar policies are pursued by other manufacturers, as is evidenced 
by the fact that their clealers related instances in winch changes in 
employees and even m the executive personnel of dealerslups were 
made at the insistence of manufacturers or their field representatives. 
For instance, a Pontiac dealer stated that in 1935 a factory repre
sentative insisted that the dealer's sales manager w-ould have to be 
discharged because the factory representative thought he w-as doing 
a poor job. The dealer stated that at the time tlus occurred he was 
satisfied that Ins sales manager was conducting the business satisfac
torily. At the insistence of the factory representative, however, a 
new sales manager named by the factory representative was brought 
from another city and employed by the dealer at a salary of $250 per 
month, wliich amount was set by the factorj- representative. The 
dealer stated that this change was unfortunate, because the new sales 
manager did a very poor job of promoting sales, wluch caused the 
retailer to lose considerable money, and after approximately 3 months 
the new sales manager was discharged. 

This same dealer also stated that in 1937 he was only a minority 
owner of the business wluch he conducted. He stated that in that 
year a Pontiac factory representative went to the majority owner of 
the business ancl requested that the mhiority owmer be removed from 
his position as operator of the retail business. The dealer stated that 
at the insistence of the factory representative, the majority owner 
fhially agreed to carry out the plan in case a reasonable proposition 
was made. An arrangement was made for an indi-vidual designated 
by the factory representative to come from another city to purchase 
the minority owmer's share in the business. Although tlus neŵ  mi
nority owner v/as permitted to take over the handhng of the business 
for a short time, it subsequently developed that he had hisufiicient 
capital to carry out his part of the purchase, and as a result he with
drew, and the previous nnnority owner was again placed in charge of 
the business, wluch position he held at the time of the interview. 

In another instance, a former regional sales manager for Chrysler 
Corporation becam.e vice president and genera.l manager, with a fi
nancial interest in a Chrysler-Plymouth distributorslnp. This rela
tionship continued for about 2 years, when it was terminated by the 
forced -withdrawal of the vice president and general manager, due to 
the fact that pressure was brought to bear because the distributor's 
vice president and general manager failed to comply with certain 
demands made by the new Chrysler regional sales manager. 

The distributor's general manager whose removal had been insisted 
upon by the Chi-ysler regional manager related in some detail the 
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circumstances leading up to his dismissal from the distributorship. 
He stated that shortly after he became the distributor's -vice president 
and general manager, competition became more keen and the new 
Chrysler regional ma.nager began to brmg pressure to bear to compel 
the distributor to sell more cars, appoint additional subdealers, and 
to do other tlihigs intended to increase sales. He stated that under 
pressure of threat of cancelation he, as general manager, was forced 
to take a considerable number of imwanted cars during the clean-up 
prior to the introduction of 1938 models, and that in disposing of these 
cars lus company sustahied considerable loss. Likewise under pres
sure, he also appointed additional subdealers, although in his opinion 
the market was already overcrowded with Clirj^sler-Plymoiith dealers. 
Some months later he was informed that unless he severed connections 
with the distributor, the latter's contract would be canceled. Under 
this pressure, he sold his financia.l interest back to the piincipal owner 
of the business and severed his connection. 

The attitude taken by the manufacturer in case the dealer objects 
to losses incurred due to following the suggestions of field men, who 
by the terms of dealer agreements are not agents for the manufacturer 
authorized to bind the factory in any way financially, is exemplified 
by certain correspondence between A. van Der Zee, general sales 
manager of the Chrysler Corporation, Dodge Di-vision, and a large 
distributor during the year 1934. Under date of March 5, 1934, this 
distributor addressed a telegram to van Der Zee as foUows: 

In a wholly friendly and courteous way I wish to go on record as saying that 
when your representatives dictated the employment of a very expensive sales 
manager and assistant sales manager, and an additional wholesale man and other 
iiarge increased expenses, you took on the moral obligation, i t seems to me, to see 
io it that we receive the cars to meet these extra expenses. 

I n a long letter written on March 6 in reply to this telegram, Mr. 
van Der Zee stated that although shipments made by the Dodge 
division during February were heavy, more February orders were 
carried over into March than were actually shipped dming February. 
Respecting the responsibUity which the distributor had suggested 
that the manufacturer in his opinion had assumed, van Der Zee 
stated: 

So far as your suggestion is concerned that we are responsible in any way for the 
employment on your part of a sales manager, an assistant sales manager, and an 
additional wholesale man, as well as other large increased expenses to which you 
refer, we wish to go on record in a wholly friendly and courteous way, as you 
suggest, that we do not assume any responsibility whatever for the employment 
of any personnel on your part at any time or for any expenses that you incur, or, 
as a matter of fact, for anything whatever pertaining to the operation of your 
business. I t is your business and it is up to you to handle it as you see fit. We 
have, of course, from time to time made suggestions that -v\'e believe would improve 
your operation and correct some of its obvious weaknesses, but these were purely 
suggestions and it was within your province to act upon such suggestions or to 
disregard them, as you saw fit. 

Various other histances in which pressure on dealers to change 
personnel or employ additional personnel was exerted by manufac
turers might be cited. These, however, are typical of the types of 
pressure exerted and the attitude taken by manufacturers in case the 
dealer objects to carryhig out the manufacturer's wishes, or in case the 
dealer attempts to hold the manufactm-er responsible for any financial 
losses hiciirred in making such changes or additions to personnel. I t 
is important to note that whether the pressure exerted leads to no 
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defimte action as in the case of the Hudson distributor, or whether as 
in the case of the Pontiac dealer, action was actually forced upon the 
dealer, the force compelling the dealer to comply with the manufac
turer's requirement is fear that his dealer contract wUl be canceled. 
The extent to which this fear is utilized by manufacturers is exem
plified hi the case of the Chrysler distributor w-ho was obliged to buy 
out and dismiss a vice president and general manager whose operations 
ŵ ere unsatisfactory to the Chrysler district manager. I t is probably 
true, also, that in some cases local factory representatives go farther 
in applying pressure than would be countenanced by theh home-office 
superiors. 

SECTION 4, TRANSPORTATION 

I t appears that dealers often are charged for transportation on a 
basis of the rate on assembled automobiles from factories, when as a 
matter of fact the automobiles are assembled at or near the dealers' 
places of business. I t is alleged that an excessive profit accrues to 
manufactm-ers due to a difference between the amounts charged for 
delivering automobUes to dealers and the actual cost of transportation. 

M.any factors that have not been closelĵ  studied m connection with 
this inquiry would have to be considered before it would be possible 
to indicate the extent of profit to manufacturers as a result of tins 
practice, or even to state definitely that a profit does accrue to auto
mobUe manufacturers who follow- this practice. To determine this 
•question it would be necessary to develop information relative to the 
cost of rehandling parts which are manufactured or machined at the 
factories, the cost of parts purchased from suppliers and delivered 
at assembly plants as compared with cost when delivered at factories, 
the difference in assembly costs at factory as compared -with assembly 
plants, the cost of administration involved in operating multiple 
assembly plants, as well as many other factors. 

The intricate problem of determining the costs of operating assem
bly plants as compared with the cost of assembling automobUes at 
the factories, and of determining the extent of the profits, if any, 
accruing to manufacturers due to their methods of billing for trans
portation, is one of the problems of tliis inqiury which the Commission 
has been imable adequately to consider due to the magnitude of the 
inquii-y as a whole and to the definite limitation as to thne and money. 

Information developed in connection with this inquiry respecting 
the general practices of the three dominant automobUe manufacturers 
Avith reference to selling on a delivered-price basis, which includes 
charges for deliver}', and seUing f. o. b. manufacturers' principal 
places of business, is as follows: 

General Motors Corporation.—Sales of automobUes by the different 
divisions of the General Motors Corporation to dealers apparent^ 
are on a delivered-price basis. Section 7 of the Chevrolet Motor 
division agreement form "G. S. D. 210 Printed in U. S. A, 28M 12-37," 
reads as follows: 

I t is agreed that seller has the right to ship aU motor vehicles and chassis pur
chased by dealer hereunder by whatever mode of transportation and from what
ever point i t may select. 

Seller wiU prepay aU transportation charges on shipments of motor vehicles 
and chassis made to dealer hereunder, and dealer agrees to pay seUer, in addition 
to the prices otherwise provided for herein, a transportation charge to be deter
mined and set by seller based on the published aU-rail freight charge from Flint, 
Mich,, to dealer's established railroad delivery point in effect on the date such 
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shipment is delivered to carrier for transportation, except seller shall have the 
r ight to establish average transportation charges either on national, regional, 
zone or single sales market basis; and in addition to the above, if delivery is made 
at dealer's place of business, a reasonable charge for such delivery. 

The clauses in the 1938 sales agreements of the other sales divisions 
of the General Motors Corporation which pertain to transportation 
or delivery by the "seller" are similar to the above. 

The Chevrolet, Pontiac, Oldsmobile, Buick, and CadiUac-La Salle 
Di-visions of General Motors Corporation bill dealers on a delivered 
price basis which includes transportation charges. The shipping 
points or places from w-hich transportation charges to dealers' deUvery 
points are based, for the dift'erent divisions, are as follows: Chev
rolet, Flint, Mich.; Pontiac, Pontiac, Mich.; Oldsmobile, Lansing, 
Mich.; Buick, Flint, Mich.; and CadUlac-La Salle, Detroit, Mich. 

Ford Motor Go,—The Ford Motor Co. sales agreement, "Form 
925 35 M , 12-7-38," contahis a section under the caption "Prices" 
w-hich pertains to delivery or transportation. This section reads in 
part as foUows: 

(2) Company wUl seU its products to dealer at such prices as are f rom time 
to time estabUshed by company plus company's charge for distribution and 
delivery * * *_ 

General Letter No, 25, dated May 11-13, 1938, was issued by Ford 
Motor Co. This letter, which superseded General Letter No. 25 
(Sales General) and which w-as eft'ective immediately, refers to trans
portation charges in part as follows: 

2. Company's charge for transportation on all Ford units is based on 12,000 
pounds minimum, at the automobile r.ate Detroi t to destination, four units to 
the carload; plus $5 per uni t , except on west coast and Salt Lake City branches 
and as outlined below. 

9, $2,75 is to be added * * * on aU units to be delivered in the State of 
Pennsylvania, 

10, An allowance of $2 per unit is to be made to dealer for unloading on rail 
shipments. 

The company's charges for transporting Ford units to different 
branches in the United States are set forth in this general letter. 
These transportation or delivery charges on Ford passenger cars vary 
from $4 for delivery to the Dearborn branch to $127 for delivery to 
Pacific coast branches. 

The amounts charged to dealers for freight vary according to ship
ping destinations. Copies of invoices from the Dearborn branch. 
Dearborn, Mich., on Deluxe Tudor sedans at a dealer unit price of 
$543,75, show charges for freight as follows: 

Date of invoice Dealer's address or delivery point Charsed for 
transportation 

Jan, 10, 1S38. 
Mar, 17, 1038 
May 17, 1938, 

Greenville, Mich 
Eaton Kapids, Mich 
Napoleon, Ohio 

$16.10 
13.10 
12. SO 

Copies of invoices from the Dallas, Tex., branch or assembly plant 
to a dealer in Dallas, Tex., show charges for freight and delivery as 
foUows: 
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Date of in
voice Description of automobile 

Charged 
for trans
portation 

Dec. 17,1935 
Dec. 18,1936 

Do 

Tudor, 85 horsepower _ $97.30 
97.30 
97.30 
89.30 
89.30 
89.30 

Dec. 17,1935 
Dec. 18,1936 

Do 
Tudor tour, 85 horsepower 

$97.30 
97.30 
97.30 
89.30 
89.30 
89.30 

Dec. 17,1935 
Dec. 18,1936 

Do Deluxe 5-window toupe , 

$97.30 
97.30 
97.30 
89.30 
89.30 
89.30 

Dec. 23,1936 
Do 

Deluxe Fordor tour 

$97.30 
97.30 
97.30 
89.30 
89.30 
89.30 

Dec. 23,1936 
Do 

$97.30 
97.30 
97.30 
89.30 
89.30 
89.30 Dec. 24,1936 Coupe, 60 horsepower,-

$97.30 
97.30 
97.30 
89.30 
89.30 
89.30 Dec. 24,1936 

$97.30 
97.30 
97.30 
89.30 
89.30 
89.30 

General letter No. 25 of January 10, 1936, which quotes contract 
freight rates, shows the rate to DaUas, Tex., on Ford passenger cars 
at $89.30. With reference to rates, tliis general letter reads in part 
as follows: 

These are based on 12,000 pounds minimum, present Detroit to destination 
automobile rate, plus emergency charge, four to the carload, plus $5 per unit. 

Chrysler Corporation.—For some years it has been the general 
practice of the different sales divisions of the Chrysler Corporation 
to sell automobUes to dealers f. o. b. Detroit, Mich. 

The principal exception to this general practice has been in the 
case of shipments from the EvansvUle, Ind., assembly plant. Dodge 
and Plymouth automobUes have been assembled in the Evans-tdlle 
plant, w-hich commenced operations in October 1935, and are shipped 
or sold to dealers situated in territory more conveniently served from 
this plant than from the Detroit.plants. 

Prior to September 1, 1938, dealers receiving automobiles from the 
Evansville assembly plant were billed on a dehvered-car basis, wluch 
bUling included the cost of the automobiles, plus freight in an amount 
equal to the freight from Detroit, Mich., to the dealers' delivery points. 

Inasmuch as this procedure involved a cost to the manufacturer 
in tbe amount of the freight charges from Evansville, Ind., to the 
dealers' delivery points, the manufacturer pernndtteci delivery at 
Evans-vdlle, and credited the dealers -with the amount of the freight 
charges from Evansville to their delivery points. Thus a dealer 
taldng delivery at EvansAdUe, would be billed for freight in an amount 
equivalent to the freight on an assembled automobUe from Detroit 
to his delivery point, and credited with an amount equivalent to the 
freight from Evansville to his delivery point. 

Apparently this method of billing worked out to the benefit of cer
tain dealers handling Dodge and Plymouth automobUes and as a 
result these dealers occupied an especiaUy favorable competitive posi
tion. A letter dated September 21, 1937, from N. D. Hoke, director 
of traffic. Dodge sales di-vision, to a sales representative or dealer in 
Dallas, Tex., indicated the actual amount of the freight for wbich the 
dea.ler would be bUled on deliveries at Evansville, Incl., as $11.94 on a 
Dodge automobile ancl $13.28 on a Plymouth automobUe. From tins 
letter it appears that the total delivery cost to the dealer on a Dodge 
autoinobile was $11.94, plus the dealer's expense of traiisportmg the 
automobile from EvansvUle to his delivery pomt or place of business. 
Tlus letter reads as follows: 

Referring to our exchange of telegrams, we are prepared to allo-w- you $62.99 on 
each Plj-mouth and $66.30 on each Dodge -which you transport from Evansville to 
Dallas on your own trucks. This is the same rate -n'hich -we pay our regular 
transport company for similar service, and is also the same rate -ndiich is published 
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in legal tariffs filed with the Interstate Commeree Commission for movements of 
this type. 

On this b9.sis the differential that you will pay the factory becomes $13.28 on 
each Plymouth and $11.94 on each Dodge, but of course, these differentials may 
very possibl3' be changed when we begin to ship the new models very soon. 

We are today notifying the sales department and the factory auditor of this 
arrangement, and it will be satisfactory for you to begin this operation at your con
venience. 

From this letter i t would appear that the amount charged for freight 
from Detroit, Mich., to Dallas, Tex., on a Plymouth automobUe was 
$76.27 and on a Dodge automobile was $78.24. 

Apparently the amount of the freight charge from Detroit to Dallas 
increased subsequent to the time the above letter was -wi-itten, as on 
AprU 7, 1938, N, D. Hoke wrote another sales representative in Dallas, 
Tex,, with reference to Plymouth automobiles received at Evans-vUle, 
Ind., in part as foUows: 

* * * "j-he present charge which appears on the invoices covering shipments 
from EvansvUle is $82,37 on Plymouths. This, of course, is the freight rate from 
Detroit to Dallas. 

We arranged yesterdaj' that on future shipments from Evansville whicli you 
transport on your own truclis, an aUowance of $62.99 will be made to you for this 
service. The authority to use this rate was telegraphed to our trafiic department 
at Evansville and, consequently, i t is now in effect. The difference between these 
two amounts of $82,37 and $62.99 is the so-called "baoli rate" from Detroit to 
Evansville. 

From this letter i t appears that in April 1938, a Dallas, Tex., 
dealer would be bUled for freight on a Plymouth a.utomobile deUvered 
at Evansville hi the amount of $19.38 instead of $13.28, the amount 
indicated hi the letter of September 21, 1937, herehibefore referred to. 

On September 1, 1938, the practice of billing dealers who took 
deUvery at EvansviUe, Ind., of Plymouth and Dodge automobiles 
assembled at the EvansvUle plant, for freight in an amount equivalent 
to the freight on an assembled automobile of the same model from 
Detroit, Mich., to the dealers' delivery points, from which was 
deducted an amount equivalent to the freight from Evans-ville to the 
dealers' dehvery points, was disconthiiied. On that date, September 1, 
1938, a new policy was inaugurated whereby a clealer who took delivery 
at Evans-̂ iUe of a Plymouth or Dodge automobUe assembled at the 
EvansvUle plant was biUed for freight in an amount equivalent to the 
freight on an assembled automobUe of the same model from Detroit to 
EvansviUe. 

With reference to the ruling referred to immediately above, a dealer 
in Dallas, Tex., wrote F. H, Akers, Dodge Division, Clu-ysler Cor
poration, on Maj'- 31, 1938, as follows: 

In j-our letter of Ivlay 24 you state that our present arrangement of transporting 
automobiles from EvansvUle will be discontinued September 1, 1938. 

We have clieclied our rates and find that i t -will cost us $25.66 more than our 
present cost to deliver the four-door Dodge touring sedan from Evansville to 
Dallas. I f i t becomes necessary for us to pay this additional cost, i t will affect the 
sale of Dodge and Plymouth cars very much in this territory. 

We would be willing to take our cars from Detroit and bring them through on 
our transports. Our cost on hauling from Detroit would be .approximateh'- $60 
per unit against a rail rate of $85.23, which includes unloading the cars here. 

We v.'ould like for you to give this your immediate attention, as we have an 
investment of approximately $20,000 in six four-car transports, which operate 
from Evansville to Texarkana, and four two-car transports which operate from 
Texarkana to Dallas. I t is necessary that we use this equipment and, is very 
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important to the Chrysler Corporation and * * * 2 that we dehver cars in 
Dallas at the very lowest possible cost. 

Dealer complaints.—From uiformation received from various dealers 
i t appears that some dealers, at least, are bitterly opposed to being 
bUled for freight on automobiles from the factory when the auto
mobiles are received from some nearby assembly plant. 

One dealer in commenting on this practice, stated: 
I refer * * * specifically to the practice of this corporation of falsely 

invoicing freight charges to its dealers, who, in consequence, are compelled falsely 
to invoice this freight to their customers, the ultimate automobile buyers, 

Tliis dealer was leferring to the practice of billing freight on an 
automobile from the factory to the dealer's dehvery pomt, which 
delivery point was in the city where the assembly plant, from which 
the dealer received automobiles, was situated. 

Another dealer stated that he was supplied from an assembly plant 
and was not permitted deliveiy from the factory except in cases 
where customers go personally to the factory and take delivery. 
This dealer stated that his shipments come from the assembly plant, 
freight prepaid, but that he is charged the same freight rate as prevails 
from the factory to Ins delivery point. 

I t appears that the General Motors Corporation and the Ford 
Motor Co. sell to dealers on a delivered price basis ancl that these 
manufacturers have the option of shipping automobiles eitber from 
theh- principal manufacturing plants or from assembty plants. I n 
either case, however, the clealers are billed for freight in an amount 
which represents the approximate freight from the ma.nufacturing 
plants to the dealers' delivery points. The Chrysler Corporation, 
however, with certain exceptions, apparently sells automobiles to 
dealers on an f. o. b. Detroit, Mich,, basis. The principal exception 
appears to be in the case of deliveries of Plymouth and Dodge auto
mobUes from the Evansville, Ind., assembly; plant. 

From such information as is available i t is not possible to attempt 
to indicate the result that the piactice of bUling dealers for auto
mobiles at assembly points on the basis of a price f. 0. b, factoi-y plus 
a trn.nsportation charge equal to or greater than the ful l freight rate 
on assembled cars from the factory to the assembly point may have 
on the profits of the manufacturers. I n general, i t seems fair to assume 
that theie is a savuig in freight by shipping unassembled or only 
partly assembled parts to the assembly plant, and i t may or may 
not be true that there is also a saving in assembling cost at the assembly 
plant as compared wdth the cost at the factory. To determine whether 
the excess of transportation charge oyer actual transportation and 
handlmg cost incurred yields a profit to the manufacturer requires 
the balanchig of such excess against any difference hi cost (mcluding 
proper proportion of factoiy general overheads) that may exist as 
between assembly at the branch plant and assembl}^ at the main 
factory, and also a determmation as to whether this difference has 
been taken into consideration in the determination of the base price 
of automobUes f. 0. b. factory. Information obtained in this inquiry 
is insufficient for a determination of this question. 

The eft'ect of charging transportation in excess of actual cost of 
freight, handling, and assembly at the branch point as compared 
with like costs at the factory on the price to the consumer is quite 

• Name of dealer omitted. 
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evident. I t increases the price to the consumer provided the f. o. b. 
factory base price takes mto consideration total manufacturiog cost 
including .assembly at the factory and elsewhere. 

Some clealers regard this excess hi transportation charge over actual 
cost of transportation paid as a manufacturers' "pack" which they 
must pass oii to the consumer. Attention is also called to the fact 
that the basis of pricing f. o. b. factorj^-, plus transportation charge, 
plus "accessories" which are really standard equipment on cars 
makes i t difficult for the customer to check what the local dehvered 
price ought to be. This in turn opens the way for unscrupulous 
dealers to stUl further pad the price to the consumer. 

I t appears that in the interest of franlmess in pricing automobiles 
to purchasers, serious consideration should be given to a plan whereby 
manufacturers who operate assembly plants and sell to dealers on a 
delivered price basis, would bill their dealers for freight in an amount 
representing the actual transportation costs paid on each dehvery. 
The manufacturers could ascertain the additional cost, if Piiy, of 
assembling automobiles at the different assembly plants as compared 
with the cost of assemblhig simUar automobiles at the factory, and 
price the assembly plant automobiles accordingly. Under such a 
plan, dealers would have the option of purchasing either from an 
assembly plant or from the factory, depending upon which shipping 
pomt would be to their best advantage. 

SECTION 5. GENERAL MOTORS HOLDING DIVISION DEALERS 

As stated elsewhere hi this report, the general practice of the 
manufactming divisions of the General Motors Corporation is to 
sell their products to sales divisions, who in turn sell to distributors 
ancl dealers. Some of the manufacturing divisions operate retaU 
selling branches, but sales by those branches are of minor importance 
as compared to total sales, AJso the General Motors Corporation 
owns an interest in numerous dealer outlets through the Motors 
Holding Division of the corporation.^ 

The plan of business management for use in General Motors 
Holding Corporation dealerships was discussed at the November 30, 
1932, meeting of the general sales committee of the corporation. 
Excerpts from the minutes read as follows: 

The chairman stated that General iVIotors Holding Corporation had developed 
a complete plan of business management for use in General Motors Holding 
Corporation dealerships, which correlates all of the various phases of the dealer's 
business. He stated further that after carefully checking these ground rules, 
he felt they were constructive and not detrimental to the car divisions' interests. 
iVIr. DuBrul then made a presentation dealing with the more important aspects 
of this plan and policies. 

In the course of the discussion it was pointed out that some friction had devel
oped in the field between General Motors Holding Corporation and the car 
divisions in connection with the supervision of General Motors Holding Corpora
tion dealers from a business management and a sales promotion standpoint. 
The ohairman recommended greater cooperation among the field personnel of 
the General Motors Holding Corporation and the car divisions in order that 
their mutual interests, as well as those of the dealer, may be promoted to the 
fullest extent. 

The General Motors Holding Corporation, wluch was organized 
during the year 1929, was dissolved in December 1936, and has since 
been operated as a division of General Motors Corporation. The 

> See chap. X I I , pp, 436-438. 
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stated objective of this division is to promote greater effectiveness 
of the clealer organization by an organized plan to make investments 
in approved dealerships, 'The claimed purposes for making these 
investments are to provide financial assistance to individuals having 
certain qualifications whose financial resources do not permit them to 
qualify for dealerships. Such individuals have been assisted in 
setting up wholly new dealerships, or in acquiring the businesses of 
deceased or bankrupt dealers, or of dealers who wished to rethe 
from business in locations where General Motors clid not wish to 
lose representation. 

I t appears that one of the outcomes of the plan was the acquisition 
by the division, during the period from 1929 to 1937, of 428 dealer
ships, of wluch 92 were disposed of, leaving on December 31, 1937, 
336 dealerships in v,diicli the division held investments (ch. X I I , 
pp. 436-438). 

vSoiiie dealers have expressed the ophiion that the General Motors 
Corporation thro-agh tho acquisition of dealerships has placed its 
own sales outlets in key positions ia large cities. I n February 1939 
an automobile dealer in the State of Texas, in commenting on this 
situation, stated, in part, as follows: 

Some of these automobile manufacturers are developing into retaUers of auto
mobiles, and especially does this apply to General Motors. They have a policy 
aU through this part of the country that when they have a dealer that is showing 
weakness, not making any money, or on the verge of failure, they take over the 
business, and in doing this tliey create the most unfair competition imaginable. 
Their policy is to put out lots of automobiles, regardless of whether the retail 
operators make any moiiej"- or not. Apparently they are well satisfied if they 
can break even on operation—pass their paper on to General Motors Acceptance 
Corporation and what profit they can make, if any, goes to the General Motors 
Holding Co. 

Now this program of theirs has grown very fast in the past few years, I know 
of no town the size of and even smaller, but that they are carrying on 
this kind of operation. In . , and , and • the biggest portion 
of their operation is carried on by the General Motors Holding Co, They are 
UteraUy sacrificing independent dealers and causing them to lose a lot of money— 
in fact they are putting a great many of them out of business, * * * 

Unless this is checked and a stop is put to it, i t is only a question of time until 
they are going to force independent operators into bankruptcy, in fact they have 
already broken quite a number of dealers right Iiere in this town, and places 
where we operate with which we are familiar, Sarely Congress should take 
some action, for it is the most unfair and most unethical operation that I know 
of in my line of business. 

As stated, they are only after volume, regardless of whether they make any 
money on retail operation or not. They will outbid an independent dealer any
where from $50 up to as high as $200 on a used car. 

The above letter is to the effect that General Motors Holding D i -
•vision dealerships engage in the practice of overallowance^ to an 
extent or degree which would eliminate competition by independent 
dealers. With reference to this alleged practice by General Motors 
Holding Division sales outlets, various clealers have expressed their 
opinions substantially as follows: 

A Nebraska dealer stated that a "factory-OAvned dealer" allowed 
$450 for a used car that the informant valued at $300 for trade-in 
purposes and that when the car was reconditioned and sold, the deal 
residted in a loss of $219, This dealer advised that such tactics are 
a regular practice, 

< Names of cities omitted, 
» Overallowance means the practice of allowing more than the mixrket value of used cars taken in as part 

payment on new or better used-car deals. 
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The principal complaint of a Louisiana clealer, so far as retail com
petitors are concerned, is against a General Motors Holding Division 
sales outlet, which, the dealer stated, has resorted to "cutthroat" 
methods with reference to used-car trade-ins, which the dealer char
acterized as unfair competition. Tins dealer is of the opinion that the 
General Motors Corporation should either discontinue the practice of 
retailing automobiles in direct competition with independent dealers 
or take over the business in its entiret}'- and effect control of all retaU 
outlets alike, 

A dealer in Wisconsin stated that he had two complaints, one of 
which pertained to the General Motors Holding Co. selling cars at 
any price obtainable in order to get sales volume. He stated that 
tins practice is resulting hi competition so severe that independent 
dealers are being forced out of business. I t is tins dealer's expressed 
opinion that the holding company does not consider profit on reta.U 
sales because its parent company. General Motors Corporation, makes 
both a manufacturing profit ancl a financing profit on volume sales 
fina.nced largely through the corporation's own finance company. He 
stated that the holding company can afford a large advertising pro
gram and, due to its vast resources, can seU cars at prices which in
clude at most only cost and overhead. 

From, the above i t appears that complaints are in reality directed 
at alleged poUcies of the General Motors Holding Di-vision sales out
lets that result in the practice of over alio wa.nce on used cars taken in 
tracie on new-car deals. 

A Massachusetts dealer has referred to competition -with dealerships 
in which the General Motors Holding Division holds 90 percent of the 
stock and the dealer representing the agency holds 10 percent. He 
stated that such a sales outlet would be able to invest larger amounts 
in used cars than could an independent dealer. Furthermore, he 
advised, the company sales outlets can take a loss on used cars due 
to the benefit to the corporation from the sale of so many more new 
cars. He contends that this Idnd of competition is unfair to the in
dependent clealers, 

A Texas dealer in referring to the competition by General Motors 
Holdmg Division sales outlets, stated that during the close-out period 
of a model, these company sales outlets are not loaded up with the 
outgoing models but their stock usually is so controlled as to permit 
them to be in a position to take care of new models when they are 
ready for the market. 

A Minnesota dealer stated that the General Motors HoldingDivi-
sioii sales outlets cut prices and that tins practice results in a general 
reduction of dealer prices below the so-called "market price." He 
advised that the general sales plan of the di-vision is to advertise that 
cars would be held only 30 days and must then be sold at "prices 
ofl'ered." 

Another Minnesota dealer stated that the competition offered by 
the average General Motors Holding Di\dsion dealer is unfair in that 
these clealers have a comparatively small personal investment ancl the 
factory does not have to consider retail profits. This dealer added 
that he had no complaints relative to retail competitors with the 
exception of those financed by the General Motors Holding Di-vision. 

Another General Motors clealer referred to a specific case of price 
cutting by a factory-oAvned dealership wluch occurred in connection 
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wdth a so-called "clean deal" in wluch no trade-in of a used car was i 
involved. I t appears that a customer was desirous of purchasing a 
certain automobile which was on display in the showroom of this 
dealer and which, as equipped, retailed at $816, The customer 
tendered a lesser amount which was refused. Thereupon the cus
tomer began shopping for a simUar car at a reduced price and was 
offered such a car by tbe factory-owned dealersliip for $700 or at a 
discount of $116. The customer returned to the dealer and asked for 
a further discoimt of $5 winch was allowed and the contract wa.s made i 
for $695. When the company sales outlet or factory dealership was i 
informed of the sale, they advised the dealer that he had been price i 
cuttmg and stated that the sale rightfully belonged to a nearby 
dealer. Thereupon, the dealer released the sale and the next clay a 
representative of the factory sales outlet borrowed the particular car 
desired by the customer, claiming he wished to make delivery to still 
another dealer. The complaining dealer stated that he learned a few ) 
days later that the car which he had loaned to the factorj'- dealer had ' t 
been solcl by the latter to the customer to whom the complahiing i 3 
dealer had first solcl the car, h i jjj 

A Tennessee dealer complained that the Chevrolet Motor Co. will ! - i\\ 
appoint dealers tlu-ough the General Motors Holding Division, and ' • j ; 
that these clealers are interested only in volume. He stated that the i ' 1 
appointing of these holding division dealers has created disturbed con- , | j 
di tions in all to-wns where they are located. i 

A dealer from the Middle West stated, in effect, that he was one of 
the two dealers in lus city representing a certain division of General 
Motors Corporation and that he purchased the business of his com
petitor. He had an oral agreement with the regional manager to the 
effect that another dealer handling the same line would not be placed 
in the city. However, within 2 years, the General Motors Holding 
Co. opened a retail sales outlet for the same line of cars and the com
pany-owned dealer made overaUowances when taking used cars in 
tracie on new-car deals. The complaining dealer also stated he ex
perienced difficulty in obtaining delivery of salable models, while at 
the same time, the company-owned dealer was recei\diig similar 
models, and that dehveries to the complaining dealer would be de
layed for months while the company dealer would receive immediate 
deliveries. 

Wlule i t appears that most of the dealers who exiDressed opinions 
with reference to these company sales outlets were opposed to the 
practice of the corporation in operating these sales outlets in com
petition with independent dealers, there are some who do not con
demn the practice. 

For instance a Texas dealer, in commentmg upon the situation, 
stated that wlule he did not like the arrangement and did not approve 
of the practice of retaUing by manufacturers, he had no complaint 
from a business standpoint concerning the company agency as he did 
not believe the agency made any greater overallowances than did ! 
other dealers handling the same line of cars. 



f , i CHAPTER X. RETAIL D E A L E R ASSOCIATIONS AND 
!, y: ACTIVITIES 

i ' '• 
i! i SECTION 1. GENERAL NATURE OF H B T A I L ASSOCIATIONS 

• | , Types of associations.—RetaU autoinobile dealers' trade associations 
|i i j range in size and territorial scope from the quite informal groups of 
\- ' ', dea.lers handling one make of car in a small city to the National 
I j Retail AutomobUe Dealers Association representing clealers in every 
f • State of the Union. Betv/een these extremes are the larger so-called 
ji I local groups comprising, for example, most clealers in a city, or in a 
!j ; countj^, and the State associations. There are approximately 500 of 
jl the local associations wdth organizations sufficiently formal to be on 
i •' the mailing list of the national group and, in addition, most of the 
j States have State-wide organizations, except California, wluch has 
i .: two, one representing dealers in the northern half of the State and 
j: I the other those in the southern part. 
|- i' Reasons for organizing retail-dealer associations.—The primary 
|: purposes behind these groups generally have to do -with bringhig about 
i what then- members regard as improvement in the conditions under 
!; which dealers operate. With these objects dealers associate to discuss 

their problems. The value of unity of action in pressing for or against 
|: i: proposed ordinances and legislation and, in some cases, to amend or 
I : repeal existing statutes is fully appreciated by the dealers. I n addi-
I tion, they realize that through their organizations i t may be possible 

to avoid ndsimdersta.ndings among themselves and, in case of some 
groups, the possibihties of associated effort to restrain competition 

i: have not been overlooked. The matter of manufacturer-dealer rela-
I i tions has occupied the attention of some of the local ancl State asso

ciations and the national association. Other State and local organiza
tions have done little on this subject, at least openly, preferring to let 

• such controversial matters be handled by the parties involved, or by 
the national association. 

The date the fh-st State trade association of retail automobile dealers 
was organized is not known. I t is probable that none of these associa-

^ tions is as old as some of the local a,ssociations, some of wluch are at 
• least 30 years old or more, if succession is allowed them from their 

early origin as associations of garage operators. Most of the Sta.te 
associations probably became important about the same time that the 
national association was formed in 1917. They grew in size and 
importance as the various State legislatures increased their concern 
-with automobile legislation. 

Interests represented in retail-dealer associations,—Membership in 
local and State automobile dealer trade associations, while primarily 
comprised of factory-authorized dealers in new cars, is not always 
Umited exclusively to such clealers. I n manj'- groups miembership 
pri-vileges are extended to finance companies and motor-velncle 
accessory clealers. I n some cases these allied trade memberships are 

; ; kno-ivn as associate memberships. 
312 
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Dealers handling used cars only are not as a rule members in the 
associations under discussion and, in fact, such membership is not 
often soiiglitj by the used-car dealers who have associations of their 
own. This is not surprising as the interests of the two classes of 
dealers are opposed in manj'- important matters. The used car is 
considered by many dealers in new cars to be the largest problem con
fronting them a.nd in many localities they have, in some instances, 
been active in supporting measures designed to hamper the operations 
of used-car dealers. 

Limitation of d.iscussion.—It is possible in this report only to discuss 
the retail-dealer associations largely in general term.s, especiallj^ insofar 
as the local groups arc concerned. The plan foUowed is, therefore, to 
point out tbe general naturc of the local associations and their activities 
briefly, then the State associations are discussed with more detail as to 
their principal activities and finally the organization and the activities 
of the National Retail Automobile Dealers Association are presented. 

SECTION 2, LOCAL R E T A I L AUTOMOBILE D E A L E R GROUPS 

Naiure of local organizations,—As pre-viously mentioned the National 
Retail Automobile Dealers Association has a maUing list of about 500 
local groups of retail dealers, and there are a number of others not 
so listed. I t is not known how maiw of these are associations by more 
tha,n courtesy but i t is beUeved that manj^ of them are inactive or 
rather that about their only activity occurs when some special problem 
calls for united action on m^atters aft'ecting that particular group. 
An example woiUd be the need to present the opinions of the local 
dealers to the city government on some proposed ordinance which 
would afl'ect the retail automobile trade. Then, too, some of these 
local groups have been used in political campaigns to secure pledges 
from candidates for Federal and State offices on proposed legislation 
affecting the dealers. Tins appears more h i detail later in the dis
cussion of legislative activities by State trade associations. 

Closely akin to the informal groups just mentioned are those which 
are more property called luncheon clubs, organized by local dealers. 
I n some cases these luncheon clubs are confined to dealers handling 
one line of cars, as Ford, for example, while others a.re broader in their 
memberslnp, taking in dealers of any or all makes of cars. As already 
stated, as a general rule, dealers handling used cars only are not mem
bers of the groups or associations under discussion. 

Some of these informal organizations are so loosely organized as 
not to have any officers, except possibly a chairman or an unpaid 
secretary-treasurer whose duties are to preside and to take care of 
notifjdng the group as to time and place of meetings and to make the 
necessary arrangements. Other groups have quite formal organiza
tions and are, in fact, trade associations such as the Philadelphia 
•Retail AutomobUe Dealers Association with its own clubrooms, a 
fu l l time secretary, elective officers, standing and special committees, 
regular dues, and a variety of activities designed to promote the inter
ests of the membership. 

Activities of local associations,—As is to be expected the more formal 
type of local dealer associations are found in the metropolitan areas 
and in every city in the country where dealers unite in having an 

171233—39 22 
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automobile show -v\dll be found a local dealer trade association. One 
of the most important activities of these groups, as a matter of fact, 
is preparhig for and managing the local auto shov,̂ s. The revenue 
derived therefrom often furnishes enough funds to pay the expenses 
of the local association for much, if not all, the balance of the year. 

Aside from the detaUs involved in handling the automobile show, 
these local associations have other activities which are of benefit to 
the membership.^ Legislative activities, discussed more fully else
where, are of primary importance to practically every group in the 
country. The local groups, furthermore, do not confine themselves 
to local matters of this sort. They often are ready, upon call of the 
State associations and on some occasions from the National Associa
tion, to canvass their memberships and add their efforts at State 
capitals and at Washington, D . C , to obtain the desired action. I t 
does not always happen that all local groups see alike and urge the 
same action. There were some organizations, for example, that 
refused to urge the passage of the Withrow resolution under which 
this inquiry was conducted. 

Next to legislative matters the chief activity of the local groups, 
or at least the one that occupies most of the executive officer's time, 
is the ha.ndling of disputes and misunderstandings between members. 
These involve, often, charges and recriminations, in respect to allow
ances made on trade-ins, allegations of making to prospective car 
purchasers false and unwarranted statements as to the product sold 
by a competitor, or complaints respecting other tracie practices. 
Several secretaries of these local associations stated that they regard 
their efforts to bring about a better understanding between, and a 
more kindly feeling among their members as of great importance and 
value. The luncheon meetings, which may be weekly or less often, 
furnish an exceUent opportimity for the members to become better 
acquainted with one another and also for them to discuss their prob
lems and to obtain at first-hand facts in respect to some deal, for 
example, which had been lost to another clealer. 

I n the more formal of these local associations i t is the practice to 
hold regular meetings, often at night, at which a set program of busi
ness is presented and disposed of, followed probably by informal 
discussions of the business at hand or of new matters requiring the 
attention of the group. 

Few of these local groups regularly collect statistical information, 
other than data regarding registrations anri used-car inventories, 
or engage in cost work. A t times they may ask members for figures 
on sales, wages paid, number employed, etc., to enable the group to 
present its -views on some subject to better advantage. Many of 
these organizations have tried, however, at one time or another, to 
operate an appraisal bureau for the purpose of fixing and stabilizing 
allowances -within their territories on trade-ins. These attempts have 

1 To illustrate tbe general scope of activity of these local associations a local group of 20 dealers with 7 
afsociate members meets every other week at luncheon. The secretary in describing his duties stated as 
follows: " M y duties as secretary consist of you might say the duties of a "handy man." I circulate among 
members, act as ofiicial clearirp: house such as looking up references of salesmen, sometimes called upon to 
check up prospective purchaser's standing, attend to writing up minutes of any meeting which are more or 
less per'unctorj; getting together around the table f >• lunch. In connection with my secretarial duties, 
which are only incidental, I am the publisher of the Official County Auto Kogistration Service and Auto
mobile License Directory which is my private enterprise. The members pay me a fee for which I furnish 
the daily registration of automobiles which is available to anyone. In addition, I release in numerical 
order the license number which furnishes quickly essential information concerning the ownership of any 
particular ear for the ooimty." 
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not been found to be a practical matter for the tracie association to 
carry on in many instances. As a result, most of the appraisal 
bureaus in operation in the country, so far as can be ascertained, 
are conducted by organizations other than the local associations, 
although i t is believed they have the hearty endorsement of the 
associations ancl, at times, the associations have been instrumental in 
bringing about the formation of such bureaus. vSome of the local 
associations, for instance the Winnegabo County Automobile Dealers 
Association (Roclcford, 111.), East Shore Dealers Association, com
prising the automobile dealers of Belleville and East St. Louis, IU,, 
and the Oklahoma City Motor Car Dealers Association, do operate 
appraisal bureaus. I n Los Angeles, San Francisco, Chicago, Boston 
St. Louis, and Kansas City, Mo., the Ford Dealers Associations, and 
in Philadelphia the Buick Dealers' Association of the Philadelphia 
Metropolitan Zone operated such a bureau—in fact, this matter of 
appraisals was the chief activity of these associations. The subject 
of appraisal bureaus is discussed elsewhere in this report. (See sec. 
2, ch. X L ) 

Attitude of manufacturers tovjard dealer membership i n association.— 
The retail automobUe dealer handling Ford products has not always 
been free to join a trade association. Up to a comparatively few 
years ago i t seems to have been the policy of the Ford Motor Co. to 
discourage dealers from joining with their competitors, in any way. 
Dealers have said the discom-agement took the form of threats of 
cancelation of their dealer agreements with the Ford Co. That many 
Ford dealers did fear reprisals from the manufacturei-s is evident from 
the fact that in some cities these dealers would only participate in any 
association work when they were assured that absolute secrecy was 
guaranteed. There are numerous instances of Ford dealers being 
required to withdraw from trade associations in many cities in the 
country. Today, however, this factory ban against Ford dealers be
longing to trade associations is not in force and many of them are 
active members of both local and State groups as well as in the 
national association. 

B. E. Hutchinson, of the Chrysler Corporation, addressed the 
eighteenth annual convention of the national association, the week of 
January 13, 1935, in part as follows: 

I\'lucli credit for the orderly evohition of tlie automobile business is due to the 
influence of the two dominant associations in -the industry; yours, the National 
Automobile Dealers Association, and ours, the Automobile IManufacturers Asso
ciation, formerly the National Automobile Chamber of Commerce, Each of our 
groups, in its respective association, has met and discussed the problems of the 
day, and much good has come from it . I t is rem.arkable, considering the intimacy 
of dealer-factory relationships upon -which we have already com.mented, that the 
relationship between our respective associations, while cordial, has been liept on 
a distinctl.y informal basis. There are, however, compelling reasons why this 
should be so, and why it must be kept so. 

D E A L E R CARRIES R E S P O N S I B I L I T Y 

As I have previously stated, the dealer carries tlie responsibility for the presen
tation of the factory's product to tiie public, and for its subsequent marketing. 
In a certain sense we manufacturers do not sell automobiles at all. We sell to 
you tlie idea of selling our automobiles; we come to some arrangement with you 
througli which you take on the franchise to represent us iu some certain territory, 
and from then on we are absolutely dependent upon you for the sale of our product. 
You are the only outlet we have. Under these circumstances it is not surprising 
that the factories are intensely jealous of their relationship with their own dealer 
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bod.y, and would oppose with every resource at their disposal the intrusion of any 
third party to the relationship. 

The relation.ship between a factory and a dealer is an individual relationship, 
suited to the particular situation under v.'hich it has evolved. Some factories 
market their product tlirougli large distributors controlling enormous territories. 
Others have thousands of direct dealers operatin.g in relatively restricted districts. 
On some lines of cars relatively long discounts are allowed, and the factory 
delegates a large share of the responsibility and expense for territorial develop
ment to its distributors. 

On other lines the factory itself maintains large and expensive field organiza
tions to cover such work and is, therefore, in a position to allow only a somewhat 
lower scale of discounts, 1 mention this as only one of the most obvious of many 
differences in the policies which govern the factory-dealer relationships of different 
companies, but it is suggestive of the complications wliich preclude the possibility 
of this important relationship ever becoming a proper subject for association 
discussion or negotiation. 

Factories must always remain free to bargain with their dealers individually 
without any outside interference by their own or the dealers' national associations. 
Any intrusion b\' the Automobile Manufacturers Association or by the National 
Automobile Dealers Association into this situation would inevitably introduce 
disruptive forces into association work which would seriously interfere with its 
unquestionably valuable contribution operating in the proper sphere of such 
association work. 

The attitude of the manufacturer toward dealer participation iu 
local and State association activities evidently changed with the 
exigencies that arose in manj^ special and regular sessions of the 
various State legislatures in 1935 and 1936. These legislative acthd-
ties were deeply concerned with revenue legislation such as added 
taxation, which in many instances, took the form of a general sales 
tax. 

Alfred Reeves, vice president of the Automobile Manufacturers 
Association, in a letter of May 4, 1936, to R. H. Grant, vice president 
of General Motors Corporation, quoted two paragraphs from a letter 
which he had received from C, E, Anderson, executive secretary of 
the Automobile Dealers Association of Alabama, as follows: 

The special ses.sion of the legislature of which you are familiar has finally ad
journed sine die and we are happy to report that we were successful in keeping all 
added taxation off of the dealers. 

At a meeting of tlie local association, this noon, one of the dealers present asked 
another member if he had received a letter from their factory urging affiliation 
-with the State association. He had today received a very strong letter from the 

organization insisting on his taking his stand with the 
State association in its efforts. 

Local associations of dealers handling a single line.—In numerous 
localities the Ford dealers now have associa.tions of then own, dealers 
in other makes of cars being excluded. Some of these Ford groups 
have had the active assistance of Ford factory representatives, both 
in the formative stages and in the conduct of their affairs afterward. 
Such associations of clealers are not confined to Ford, however; 
single-line associations of dealers, notably those handling General 
Motors products, and especially Chevrolet and Buick, are not un
common. 

The question as to whether or not i t might be well for General 
Motors to develop some plan whereby its dealers in each community 
might be encouraged to cooperate wdth one another more closely was 
discussed by its general sales committee, April 1927, The minutes 
of tlus committee quoted below disclose that General Motors Accept
ance Corporation branch managers, in about 16 different cities, held 
luncheons once a week with the local General Motors dealers. These 
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luncheon meetings were designed to brhig about a closer cooperation 
between General Motors Acceptance Corporation and General 
Motors Corporation clealers. 

After considerable discussion, the committee agreed that we should be very 
careful not to do anything that would create antagonism on the part of competitive 
dealers. I t was pointed out that the competitive dealer of today might be the 
man we will want to get within the next few j'ears. If General Motors dealers 
form local organizations, this would tend to bring about a condition wliere the 
other dealers will look upon the General Motors dealers as a combination which 
might bring about a general animosity toward General Motors dealers on the 
part of dealers representing other lines. 

Furthermore, if we encourage General Motors dealers to band together, there 
will be a growing tendency on their part to compare discounts and policies of the 
divisions under whom they operate, and again, if they organize locally, i t seems 
probable that they would organize nationally and this might give us a difficult 
problem to deal with. 

However, as a result of the discussion, i t was agreed that it would be construc
tive for some representative of the corporation to travel over the country and 
call together informal meetings between our dealers at which time the proving 
ground picture might be shown and a talk given on the activities of the parent 
corporation. 

I t was further recommended that General Motors dealers be authorized to 
invite their friends among competitive-dealer organizations to attend these 
meetings. This would emphasize the fact that we are not trj-ing to set up an 
isolated organization of our own dealers, and it would also serve to acquaint 
reputable dealers with some of the things that we are doing; and tliis, i t was felt, 
would make it easier for us to get competitive dealers to switch to General Motors 
lines as the occasions arise. 

The secretary was delegated to work out a plan along this line and submit i t 
for the approval of the committee. 

Subsequent minutes examined do not disclose any further action 
by the general sales committee of General Motors Corporation up to 
and including September 1933. In January 1936, however, the 
minutes of a meeting of the AutomobUe Manufacturers Association 
sales-managers' committee contained the following concerning auto
mobUe dealers' State associations: 

The chairman ^ stated that from his knowledge of automobile dealers' State 
association activities, based in part on personal observation, he feels they are 
functioning quite well in their legislative activity'. Consequently, he said, he 
will recommend to the general sales managers of the General Motors car division 
that they take the position with their zone managers that there should not be any 
interference with dealers who are active in State association work, and that, in 
fact, such activity should be encouraged. 

The attitude of at least one division of the General Motors Corpora
tion toward "one line" dealer associations through their zone or 
branch managers is illustrated by what happened in the Boston, Mass., 
area. 

On February 8, 1938, the Pontiac dealers of the Boston metropolitan 
area met, at a luncheon, to form a local association. Approximately 
14 dealers signified their intention to organize a permanent group to 
be knowm as the Metropolitan Boston Pontiac Dealers' Association. 
C. N. Kane, zone manager, Pontiac Motor Division, was also in-vited 
to attend the preliminary meeting. 

The purpose of this association, i t appears, was to carrj'- on acti-vities 
to control competition, to buy accessories cooperativelj^, and to 
formulate regulations governing the hiring of salesmen by another 
dealer in the association, without prior notification and consent of 

' R, H, Grant, of General Motors Corporation. 
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former employer. The plan also provided for the collection of over
drawn accoimts due the dealer by a salesman seeldng employment 
with another miember of the association. 

A dealer attending this meetmg stated to a representative of the 
Commission that the Pontiac dealers of Boston and vicinity were 
virtually thi-eatened with cancelation of contract if they persisted in 
their efforts to form a dealers' association. The dealers were accused 
by the factory representative of attempting to force their demands on 
the factory and were told that the factory would not stand for any 
concerted action on the part of the dealers, and that if they persisted 
in their efforts, they might as well turn in their franchises. 

Efforts of the committee appointed at the initial meeting to meet 
-v\dth the zone manager to further discuss the proposed association 
were unsuccessful. 

The purpose of these one-line memberslnp associations, as stated 
by members, is to permit freer discussion of problems of mterest to 
dealers handling the particiUar line. I t is not possible, they say, to 
exchange -yiews on reasons for sales resistance to their particiUar line, 
in an association meeting, when rival car dealers are present, without 
furnishing such -dealers \vith sellhig points against the car under 
discussion. When all dealers handle the same car this objection, of 
course, does not apply, ancl information on ways of meetmg sales 
resistance can be exchanged freely. Therefore, information in respect 
to all problems peculiar to their particular car and maiiufa.cturer's 
requirements can be passed a.roimd more readUy and freely and with
out wasting the time of dealers who are not interested. 

Another advantage which some members admitted they enjoyed 
from these single-line associations is that they could discuss trade-in-
aUowaiice problems more freelj'-, WTnle many would not admit that 
this was the primary purpose for orga.nizing such groups, they agreed 
that i t was an important consideiation, although often deploring the 
fact that tbe exchange of information of this sort had not clone much, 
if anything, to curtail -wild trading. I n the case of at least one 
local group of Ford dealers and at least one grouji of Chevrolet dealers, 
the members were supposed to come to meetings with lists showing 
their allowances for each car taken in during the preceding period for 
the purpose of comparison, so that the folly of making unduly high 
aUowances could be sho-wn to the dealers ma.king them. 

As many, if not most, of these groups are informally organized ancl 
have little need for records, i t is practicaUj^ impossible to obta.in any 
information in respect to their operations beyond, statements from 
those participating in them. When, however, these associations of 
dealers in one line of cars extend their activities to the operation of 
regular appraisal bureaus, as some have clone, i t becomes possible to 
obtain a clearer picture of their operations, as appears imder the dis
cussion of appraisal bureaus. (See sec. 2, ch, X I . ) 

Penalties for failure to maintain prices and for sales outside of allocated 
territories.—Information obtained from the files of the General Motors 
Corporation indicates that the Chevrolet dealers of Atlanta, Ga,, were 
organized mto a local group imder the sponsorship ancl assistance of 
factory representatives. 

The activities of this group were concerned with national or fleet 
buyers' discounts, territorial infringements, used-car problems, sales
men status, and price maintenance. 
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Each of the local Chevrolet clealers deposited $100 into a dealers' 
fund, and sales made at a cut price or deals made by an infringing 
dealer were subject to penalties, and the amount assessed against the 
offending dealer was deposited hito this fund. At intervals the funds 
were distributed to participating dealers. Mmutes of a ineeting of 
April 23, 1937, indicate it was at this meeting that the dealers agreed 
to deposit $100 each in this fund, tins amount to be held in trust and 
returned to dealers intact at some future date. 

Minutes of this meeting, mentioned above, show that the $1,539.54 
on deposit in the Fulton National Bank was allocated as foUows: 
John Smith Co S704. 62 
Downtown Chevrolet Co : -569. 12 
Decatur Co., Inc 235. 32 
East Point Co 30. 58 

Total •- 1, 539. 54 

The basis for allocating the fund is described in the minutes as 
follows: 

Details of how this was figured are in possession of secretary. 
Dealers voted to distribute the fund in cash. 

This group functioned in secret, as is disclosed by the minutes, 
wherein— 
mention is made that i t is not advisable to inform any outsiders of the secretary's 
identity, location, or duties. 

Infringement policy of these Atlanta dealers was evidently confined 
to the Atlanta zone, as shown hy the following: 

A Birmingham, Ala., dealer has filed a $100 territorial infringement claim 
against John Smith Co. Atlanta dealers have never filed such claims against 
dealers outside of the Atlanta zone. This matter was held over for furt^ier 
discussion. 

That such an agreement was in eft'ect between these dealers is shoAvn 
by the foUowmg which appears in the minutes: 

A sale by Downtown Chevrolet Co. (salesman Red Smith) to J. C. Willingham 
was reported. Mr. Wyatt had already accepted the secretary's written report 
and furnished his check for $100, 

Dealers located outside of the trading area of this local group were 
watched for sales made within the trading area of the Atlanta group 
and complaint filed with the secretary concernmg any infrhigement. 
The following is an example: 

Complaint filed that Monroe has delivered a new oar to E. M, Hiers, 796 Peach-
tree Street, and tried to cover the deal by reporting buyer's address as Pavo, Ga. 

Such transactions hy outside dealers were apparently subject to a 
penalty assessed against the offending dealer. Such penalties were 
collected. The minutes of a meeting of April 2, 1937, show that a 
check was received from Rossee Chevrolet Co., Eatonton, Ga., for 
$100; a check from Jolinson Cit}'-, Tenn,, dealer received, but not 
piopei'ly diawn, therefore returned to E, W. Smith for further hand
ling. At this meetmg E. W. Smith was announced as assistant zone 
manager in charge of used-car operations. 

The minutes of another ineeting indicate that the zone office was 
mterested in the enforcement of the dealer-infringement polic}'. 

Notice given that zone office had approved sale by Monticello dealer to H. H . 
Jordon, 745 CHnton Road NE. (buyer related to dealer). 
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The minutes of a ineeting of March 5, 1937, disclose that the ques
tion of infringements was discussed— 
and information of persistent offenders was furnished, principally Douglasville, 
Carrollton, Tallapoosa, These wi l l receive individual attention. 

This group was active in price mamtenance, and the minutes dis
cussed the report of sale by East Point Co. to L. V. Martin, 1417 
South Gordon Street, price cut alleged: 

I n view of present open territory, question was asked: "What wiU. Chevrolet's 
position be i f an Atlanta buyer secures a new car f rom an out-of-town dealer at 
cut price?" Chevrolet representatives present deferred a reply for a future 
meeting. 

The above question was asked because Atlanta dealers are operating under a 
price-maintenance policy, wi th a penalty for violation. Dealers decided to con
tinue present policy. 

The minutes of a meeting held AprU 2, 1937, show that John Smith 
Co. fumished check for $61.82 for cut price on sale. 

Blacklisting employees.—Some sort of agreement exists among this 
group of Atlanta Chevrolet dealers relative to employing salesmen. 
The case of Salesman Nathan Eahn, Jr., Decatur Chevrolet Co., was 
discussecl at a meeting of the group held at the zone office February 25, 
1937. He had resigned from Decatur Chevrolet Co. and expected to 
be immediately employed by Jolni Smith Co., but the latter observed 
paragraph 4 and did not employ him. 

The minutes show that a debate ensued with reference to— 
I f a salesman resigns and his employer declines the supply of a letter, how long 

shall he be out of service before eligible for employment by another dealer? 

At a subsequent ineeting, Ma.rch 5, 1937, an addition to paragraph 
4, "Salesmen," was adopted to the effect: 

Salesmen shall remain out of service 60 days before being employed, if first 
employer declines to give a clearance letter. 

Due to the short period of time available, upon receipt of the above 
information, i t was not possible to make a more detaUed study of the 
activities of these Atlanta dealers. 

SECTION 3. STATE ASSOCIATIONS OF RETAIL AUTOMOBILE DEALEES 

Nature of State organizations.—In practically every State of the 
Union there is a State association of retail automobile dealers. Some 
of these are not especiallj'- active,^ while others are milita,nt organiza
tions, actively representing their membership, which at times com
prises substantial proportions of the total nnimber of dealers within 
the State. More often than not the headquarters or general offices 
of these State associations are located at tbe State capitals, because, 
as previously mentioned, the chief activity of such groups is handlhig 
legislative problems and matters coming before State boards or bureaus 
admimstering acts affecting the automotive trade. 

I t is, perhaps, of interest and importance to note here that the im
portance of any State retail auto clealer association to its members is 
largely a matter of the energy and ability of the executive officer. Tn 

' In some States one of the larger local associations may attend to most ot the problems affecting the 
dealers within the State. This is believed to be the case, for example, in Oregon and WashinRton. where 
the Portland Retail Dealers Association and the Seattle Automobile Dealers Association are well organized 
and active, and especially so in State and, on occasions, national matters. The same is true of Kansas City 
and St. Louis retail groups, which took charge of looking after legislative activities prior to tho formation of 
the State association in June 1938. 
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other words, the secretary-manager in manj' instances has been able 
to create an interest among dealers which has made them actively 
support an organization which previously had been, to all practical 
purposes, moribund.' 

By and large i t is the largest dealer's who furnish the support of the 
State groups. This does not mean that only a few contribute the 
funds necessary to defray the organization's expenses, but that the 
smaller, and especially. the crossroads dealers, are not the ones who 
join the associations. Some State associations claim substantial pro
portions of the dealers within their States are members, but it is be
lieved that the better organized groups only consider as members those 
dealers who have paid their dues.̂  Such associations generally run 
their affairs Avdthout assessments. The fact that membership claims 
cannot in all cases be relied upon, makes it impossible to say how 
many dealers in the country belong to the State gi-oupâ  The Pennsyl
vania AutomobUe Dealers Association had 1,300 paid-up members in 
1938, the secretary stating that this wa.s about 45 percent of the 
dealers in the State, I t is believed that this proportion of paid 
mombersiups, however, is higher than the average for aU States, 

The State associations are nonprofit organizations ancl do not have 
restrictions upon memberships which bar regularly appointed, or fac
tory authorized, new-car agencies. Each member normally has one 
vote. Used-car cloaleis are not, as a riUe, allowed to become memibers 
and "bootleggers" * are barred. 

State associations under R. A.—Wlule many of these State or
ganizations Avere in existence prior to the setting up of the National 
Recovery Admimstration under the terms of the National Industrial 
Recovery Act, they apparentlj?- became of greater importance_during 
the code period because it was to the interest of the dealers in each 
locality to have as much voice as possible in the local administration 
of codes and it was the policy, under the National Recovery Adminis
tration, to have organized groups in each State with which to deal. 
Some have continued to operate actively along lines intended to regu
late used car merchandising in a manner similar to the regulations 
under the code. The secretaries or managers of other State associa
tions, however, have intimated that their State association has con
tinued to prosper because they shunned the respoiisibUities of enforc
ing or administering the code,̂  I t is imnecessary to cover in detaU 
the activities of the retaU automobUe dealers and their associations 
under their codes. I t may be said, however, that the formulation of 
the automobUe code and its subsequent administration was carried out 
largely by the National, State, and local associations of automobUe 
retaUers. 

' Secretary-manager of the Iowa group stated that when he assumed management of the State association 
(1920) there was a substantial deficit, which has been wiped out, and through his eflorts a strong group has 
been built up. The Secretary has a contract which provides for hini to keep the group out of debt, and 
surplus is his compensation, which must not exceed $8,000 per annum. 

* Iowa Automobile Dealers Association considers all of the appro.ximately 1,800 dealers in the State to bo 
members. Of this number 906, selling 90 percent of tbe automobiles, are contributing members. The 
secretary-manager stated that for legislative purposes i t is advisable to consider all dealers as members in 
order to present a strong front. This view is also held by other State associations. 

5 A "bootlegger" as the term is here used is a dealer who lias no direct agreement authorizing him to pur
chase cars from the manufacturer or from tlie manufacturer's authorized distributors or dealers. 

? One manager stated that he was fortunate enough in thelirst days of the code to Ijorrow $500 as an individ
ual to look after the organization of the code and its enforcement. He said be was glad to turn over the whole 
set-up to the chairiiiau of the State advisory committee and thus avoided "many a headache" and no doubt, 
he believed this step enabled him to perpetuate the continuance of his State association because the associa
tion had not taken any part in code enforcement. 
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After the National Recovery Administration ceased to function, 
many of the local and some of the State associations of retail auto
mobile dealers attempted to continue some of the code activities under 
association auspices, WhUe these activities have waned and probably 
today are of comparatively little consequence in the affairs of these 
groups, i t is undoubtedly true that much of the present willingness of 
retail automobile dealers to engage in association activities is in no 
small part due to their experiences in cooperative endeavors under the 
codes. Thus, while not responsible for the original existence of the 
retail automobUe dealer associations tlu-oughout the countrjr, it is fair 
to say that N. R. A. had much to do with the present scope and activ
ity of such groups. 

Other trade association activities.—The executive officer of each State 
association usuaUy is a full-time salaried official who does most of the 
work of the organization, with such assistants and staff as the impor
tance of the group ancl the funds availa.ble wUl perm.it. Generally 
speaking the secretary, the usual title of tbe executive officer, is given 
considerable discretion but he is also supported by standing commit
tees, and when necessary by special committees, upon which he may 
call for advice or active help. In some cases, of course, the commit
tees may dhect the work of the secretary in considerable detail. In 
any event, the secretary generaUy consults his committees and, when 
necessary, the entire membership before takhig action on matters of 
large importance. His care is not to bother the entire membership on 
matters of purely routine or local interest or involving only a few mem
bers but to be certain that all members are aware of all activities of 
general interest, or that involve unusual expenditures on work of a 
local nature because it may become of wider interest. 

The active State associations usually issue a regular bulletin to 
members, and chcularize theh membership on any subject of impor-
ta.nce as it arises. Some of these buUethis are ia the form of quite 
elaborate trade magazines carrying paid advertisements, whUe others 
are multigraphed or otherwise duplicated and contain only such 
matters as the secretary, who is usua.lly also the editor, believes to be of 
interest to the members. One association secretary said that the 
Northern Automotive Journal is used by several State associations as 
theh official orga.n. 

Considerable time of the executive officers of these associations is 
devoted to problems of individual members or local groups of mem
bers. These cover a wide variety of subjects and often cannot be 
attended to satisfactorUy except by personal contact. Many State 
association secretaries, as a matter of fact, spend much of their time, 
especially when the legislatures are not in session, traveling about their 
respective States talking to members ancl nonmembers, studying prob
lems, getting the vie^vpoint of the dealers and trying to maintain and 
strengthen interest in the association.̂  

> Prior to eiich legislative session the secretary of the Iowa group makes a tour of the State to acquaint the 
members with their legislative program aud other matters of interest. There are 99 counties with a director 
of the State group in charge of each county. These directors arrange meetings of dealers in their respective 
counties for the secretary to address one at noon in one coimty and another in the evening at a neighboring 
county and so on. Each circuit requires a month and a half of the secretary's time. 

The Tesas group employ a former dealer as full-time field representative. He circulates among the deal
ers, soliciting members, collecting dues, incidentally selling and collecting for tho National Association Used 
Car Guide Book (see ch. X I , sec! 2), and in general rendering assistance and advice to members. The vice 
president-manager of this group who also had experience as a dealer and a State legislator stated he often has 
an opportunity of advising a dealer on ways and means of better equipping liis place of business so as to ren
der to his customers satisfactory service with good results to the dealer. This advice is usually accepted by 
dealer because of the noncoercive approach as compared to the coercive measures alleged to be employed by 
the factory rtJpresentative, 
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In some States the secretary of the State association has been active 
in organizing local appraisal bureaus or assisting in such work. There 
is no general rule foUowed by these men as to the extent to which they 
engage therein. Appraisal bureaus are local aft'ahs, being considered 
impractical as vState-wide propositions, and secretaries of the State 
•groups cannot devote much time to any endeavor that is not of benefit 
to the entire membership. Furthermore, while many retail dealers 
want appraisal bureaus, or, as they often express it, they wish for the 
old code days to be back, there are many other dealers who are not in 
favor of such bureaus. 

The statistical work of State associations is not an important 
activity in the sense that any such group has collected, tabulated, 
and disseminated data of tbat nature regularly. At least one associ
ation, however, believes there is a mass of material of importance to 
its membership which can be presented in the form of statistics. 
This association, the Pennsylvania group, has begun the collection of 
data from the records of the several State departments which the 
executive secretary of the group says he hopes will be the forerumier 
of a much greater statistical service which in time, he believes, will 
be of great value to the membership. As a rule tlie statistical work 
-of the State associations, like that of the purely local group, is largely 
a matter of gathering data to help with a particular matter. Regis
trations of motor vehicles are tabulated by some State groups. 

The creation of departments or bureaus or agencies of the several 
States to regulate and control motor vehicles and the use of the roads 
within their respective boundaries has resulted in an increase of work 
for the executive officers of many of the State automobUe dealer 
associations. Much of the work thus involved is similar to that done 
on legislative matters, the secretary being in the position of a watcher 
to see that, so far as possible, no action by these agencies is taken 
without the knowledge of the trade. Some of the State association 
secretaries have established such relationships with the officials in 
charge of these agencies that the work of watching over them has 
become routine. In some States, in fact, the trade association 
executives are usually called in by the heads of these bureaus or 
departments for consultation on practically all matters likely to 
affect the retail automobile dealer. The secretary of the association 
is alert, of course, to stop if possible any regiUation issued by these 
State agencies under the acts they administer which might restrict 
the sale of cars. If necessary, the association secretary sends bulletins 
to his members calling upon them to bring pressure to bear wher-e i t 
will do most good. 

Relationships between retail automobile dealers and manufacturers 
have been the subject of bitter complaints on the part of dealers, 
especially in recent years. The extent to wliich State associations 
of dealers have become involved in these problems varies, some 
secretaries apparently holdmg that they are matters with which the 
association cannot concern itself except in a most general way. 
Other State groups, and a few local associations, have energetically 
attempted to aid members in difficulties with manufacturers both by 
calling upon the manufacturers for relief and by also bringing the 
matter to the attention of the national association and, in a few cases, 
by appeals to State legislatures and Members of Congress. Much 
of this work by associations of dealers has been in comiection -with 
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manufacturers' cancelations of dealer agreements, a subject wluch is-
discussed elsewhere in this report. 

The active State trade associations generally have annual meetings 
or conventions. At these meetings officers are elected, the business 
of the past year reviewed, and prospects for the future speculated 
upon and plans therefor devised. The programs generallj'- include 
reports of officers and committees, addresses, often by representatives 
of the manufacturers, finance companies or Government officials, and 
roimd-table discussion of problems and waj's and means of meeting 
them. I t is at these annual meetings that the dealers decide upon 
the broad program to be followed, and arrange for the necessary 
committees. 

As will appear later in this chapter practically all the State associa
tions of retail automobile dealers are affiliated with the National 
Retail Dealers' Association. The State groups at times have been 
called upon by the national association to aid in bringing pressure 
upon Members of Congress to vote for or against some measure. 
These calls do not always bring unanimous support. When the 
Withrow resolution was under consideration and the national associa
tion was maldng everj'- effort to have it adopted at least one State 
association executive secretary (Michigan) actively opposed it,^ while 
several other groups decided not to support the resolution, and also 
not to oppose it. These latter groups had canvassed their member
ship and found the clivision therein too close to warrant them to take 
a positive stand. 

SECTION 4. L E G I S L A T I V E A C T I V I T I E S OE STATE ASSOCIATIONS 

Scope of legislative activity.—For many years, but especially since 
1933, much legislation that affxcts automobile retailhig has been 
enacted hy both the Congress ancl State legislatures. Some enact
ments a.fiect automobile retailing directlv and exclusively while others 
.affect dealers only incidentally along with other Ihies of trade. Retail 
dealer associations have actively sponsored present laws that they 
thought would benefi.t them as dealers and opposed those that they 
believed would affect theh- interests adversely. In addition, they 
have advocated many measures which they desired, but which have 
not been enacted. 

Among the types of legislation both proposed and enacted in many 
States in recent years with which these trade associations have been 
concerned may be m.entionecl the several kinds of social legislation, 
sucih as old-age assistance, occupational tax measures, and employee 
compensation, the various tax laws, so-called fair-trade-practice acts, 
or resale price-maintenance measures, and many others aimed more 
directly at the motor-vehicle industry, such as license-fee measures, 
drivers' permit restrictions,'" financial-responsibUity or compulsory-
insurance laws, proposals requiring compulsory inspection of motor 
vehicles, speed laws and other highway restrictions, diversion of gaso
line-tax funds, and the restrictions on the importation of used cars, 
often called motor-caravan laws. 

»Hearings before a subcomm ittee of the Committee on Interstate aud Foreign Commerce, House of 
Repre^Ttatives. 75th Cong., 2d and 3d sess.. p. 63. 

•0 Such laws as drivers'-]icense laws and financial-responsibility laws are usually enacted because of the 
demand of the people of the State and are not the result of dealer activity because of the possibility of affecUng 
sales as well as motor-vehicle operation. The Philadelphia Automobile Trades Association fought such a 
bill before the 1937 State senate that would prevent a person under 18 years of age from driving an auto
mobile. 
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The manager of one large State association summarized the legisla- | ' 
tive activities of the group for the benefit of his membership. In a i ii 
bulletin sent to the members there appeared the foUowhig summary of 
legislative proposals and enactments of recent ĵ ears which, clearly i 
defines the channels through which the thoughts and actions of State 
law makers have been flowing and are likely to flow with reference to i 
highwaj^ transportation subjects. I 

/ . Construction and equipment.—These have to do -with the physical charac
teristics of the motor vehicles, such as size, weight, equipment, mandatory inspec- I .| 
tions, and similar matters. 

/ / . Special fees and taxes.—Fees accompanying the licensing and registration of j 
dealers, salesmen, finance companies, repairmen, gasoline stations, ir.otor vehicles, 
oDerators, chauli'eurs, etc., and in many instances are ta.xes in reality if not in 
name. 

Nominal as well as actual taxes have to do -with motor fuel, lubricating oils, 
mileage traveled, size, weight, horsepower, franchise, privilege taxes, etc. 

Bills and lav,-s contemplating tlie "dedication" of revenue from special levies to i i 
the highway functions of government and the reverse of this principle namely 
"diversion" are manj' and important, 

I I I . Manufact-uring, assembling, transportation, selling, financing, servicing, 
etc.—The specific subjects of this big and important channel have to do with 
business regulations, caravaning, installment selling, financing, licensing to do 
business, etc. 

/ V. Tra.flic rules and regulations.—Here is a flood of measures dealing with 
registration requirements, driver-license requirements, operating regulations and 
restrictions; nonresident privileges and resjionsibilities, port-of-eiitry require
ments and all the other matters which come under this general heading. 

V. Accident compe-nsalion.—Through this channel flow numerous bills and laws : , 
of the utmost importance to the industry and the user alike. They embrace such 
subjects as compulsory liabiMty insurance, compulsorj' compens.ation insurance, 
financial responsibility, guest liabilitj' measures, etc. 

Vf. Regulation of highway carriers.—These have to do with the control -n'hich i 
States exercise or are .seeking to exercise, over the carrier business by motor I 
vehicles and involve common carriers, contract carriers and private carriers, regu
latory bodies and their poweis, etc. i i 

V I I . Highwa-y.—In this channel are found a great number of bills and laws pro- ; 
viding for the acquirement of rights-of-way for high-u'aj's; the construction and i '. 
maintenance of highways, highway juriscUction, highway financing, etc. One of ' 
the most important developments along these lines in recent yeais has been the p i ' } 
creation of State-, regional-, and city-planning highway commissions charged with i -
the responsibility of taking a long look ahead and mapping out constructive 
highway policies and practices for a State to follow individuaUy and cooperatively ' 
with neighboring States. 

In addition to the subjects of special direct or indirect concern to the motor-
vehicle industry and the motor-vehicle users flowing through the great broad 
channels already noted, there are other subjects of a general character in -which 
both the industrj' and the user have a great interest and concern. 

V I I I . General taxation.—Measures under this heading have to do with such ; 
m.atters as property, sales, gross receipts, occupational, privilege, income, excise 
and all the other varieties and hordes of general taxes. 

I X . Trade practice reg-ulalion.—Recentlj', in many States, legislative proposals 
and enactments contemplating such matters as State recovery acts, trade-practice 
rceasures, involving in some cases efforts at price control, etc., have found their 
way into legislative hoppers. 

X. Employer-employee relations.—Finally, there are State bUls and laws dealing 
with employer-employee relations in such matters as workmen's compensation, i' 
minimum -wages, maximum hours, and social-securitj' measures generally. 

Organization and m.ethods.—In attending to legislative matters the 
State retail automobUe dealer associations usuaUy operate about as 
follows: The secretary of the association, as one such executive ex
pressed it, is the "watchdog of the hopper" into which bills are placed. 
Copies of bills affecting the trade are obtained and analyzed, often by 
legal counsel, and referred to the legislative committee of the asso
ciation. Members of this committee or the secretary, or both, may 
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somid out the committee of the legislature having charge of the bUl or 
the legislator sponsoring it to ascertain the purpose of the proposed 
legislation, its chances of passage, plans for hearings, and may also 
present the views of the association on the proposal. 

If the association has a bill to present it is drafted, probably by the 
legislative committee, legal counsel, ancl secretary, and a sponsor 
found. If the association officers believe an expression of the views 
of the trade is necessary to pass the bill, the membership is advised 
to that effect and told the line of action to take and where and when 
to do so. Similarly, of course, the views of the association members 
are used to fight unsponsored legislation. At times the association 

j , ; ! , ! ca,llsfor help from nonmember retail dealers, if it believes such addi-
\. : tional aid is necessary. 

Some associations have so organized their memberships that coop
erative action on legislative matters is quickly and effectively obtained. 
Wisconsin ma.y be cited as an illustration of a State where the retail 
automobUe dea,lers are well organized for cooperative efforts along 
these, as well as other, Unes. The secretary of the Wisconsin Auto
motive Trades Association stated that in 65 of the 71 counties of that-
State, the retail automobUe clealers were well organized into coimty 
groups, and the State association was largelj- instrumental in bringing 
about this situation. Through cooperative methods the dealers have 
been extremely fortunate, according to this same informant, in defeat
ing legislation believed to be harmful to the automotive trades and in 
securing the passage of beneficial legislation. With its present strong 
county organizations, and an active membership in excess of 1,200, 
the State group expects to be in a position to obtain further gains for 
the dealer from the 1939 legislature and also to defeat detrimental 
bills, such as those calling for sales tax, increase in gasoline taxes, and 
diversion of road funds, etc. 

I t should be noted that the foregoing scheme of coimty organiza
tion of the Wisconsin dealers is a result, in considerable measure, of 
the enactment of the Wisconsin Licensing Act. (See ch. X I , sec, 4,) 
The State association believed that under the terms of the act the 
dealers would benefit themselves by being well organized under the 
coimty plan. Prior to 1938 only 8 counties of the State were organ
ized, but now, as previously stated, 65 have been organized. 

I t has been stated previously that activities in regard to legislative 
matters are the most important of aU the work of these State dealer 
associations.'̂  The volume of work involved in handling legislative-
matters is indicated by the statement of an official of a State associa
tion to the eft'ect that about 200 of the 2,000 bUls proposed in the 
lUinois Legislature would, if enacted, directlj'- aff'ect the automobUe 
industry. About 1 in 50 of these 200 bills would be beneficial to the 
trade, this informant stated. The Texas State association in a bulle
tin to its members said, with reference to anticipated highway and 
motor-vehicle legislation in the 1937 legislative sessions: 

" To further illustrate tbe importance of legislative matters as a State association activity is the state
ment of a member of tbe executive committee of the Empire State association (New York) in respect to 
filling the office of secretary to the group, death having created a vacancy. This member said, in elTect,, 
tbat inasmuch as the legislature was not in session and would not be for some months the executive com
mittee had decided thjit there would be little for a new secretary to do and tlie committee would, accord
ingly, carry on tlie work while they took time to select the l)est man available for the place. 

In Oklahoma, where the present association has been inactive for several years,the dealers plan to revive 
it and to have a "wide-awake State association" because of the need of relieving the individual dealers and', 
local groups of dealers scattered throughout the State of the task of looking after legislative matters. 
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1. Along with 42 other States, Texas will hold a regular session of its State 

legislature next year [1937], convening on January 12 and concluding its activities 
within 120 days thereafter, 

2. As in every other 1 of these 42 State legislative sessions, the lawmakers of 
Texas will introduce, consider, and act upon numerous bills dealing with all phases 
of highway transportation. 

3. I t is significant that of the 65,000 bills introduced in the 1935-36 cycle of 
State legislative sessions, 10,000 dealt directly or indirectly with subjects of in
terest and concern to the motor-vehicle industry in its manifold branches and 
ramifications, and to the motor-vehicle user. 

4. I t is even more significant that of these 65,000 proposals 13,000 were enacted, 
and that of the . 10,000 highway-transportation measures 2,000 became law and 
"for better or worse" ai-e now in the statute books of our 48 States. 

5. An examination of past records and experiences shows very clearly that 
during the next cycle of iState legislative sessions, namelj', 1937-38, all branches 
of the motor-vchiclo industry and aU classes of motor-vehicle users in the 48 
States can expect a new flood of highwaj'-transportation bills and laws equal to 
or greater than those of past cycles. Unquestionably, Texas -will get her share 
of both. 

I n Wisconsin, according to the secretary-manager of the State asso
ciation, from 100 to 120 bills aft'ecthig the automobile owner, the retaU 
dealer, or the automobUe industry in general are introduced at each 
session of the legislature. The confidence som.e legislators have in the 
officials of the State associations has, at times, prevented bills from 
being introduced. I n New York and Pennsylvania, for example, 
members of the legislatm-e have talked with executives of the State 
associations about the merits of some proposals to regidate the trade 
and have been shown the lack of wisdom in the proposals from the 
viewpoint of the dealers, and bills were consequently not prepared. 

I n na,tional legislative matters the State associations affiliated with 
the national association are called upon to express their views to the 
representatives from their respective States. 

Naturally, the type of legislation favored by the retail a.utomobUe 
dealer associations is that v.'hich is beneficial to the interests of their 
members. I n general, such legislation is the kind that promotes the 
use of automobiles, such as improved highways, or which does not 
restrict the free use of motor vehicles. GeneraUy spealdiig, the asso
ciations have not been in fa^vor of many regulations promulgated in 
the interests of safety imtU public opinion has forced them to at least 
give the appearance of favorhig such regulations. This attitude, of 
course, is natural as the dealers are in business for profit and the 
associations are conducted for the purpose of helping members. Asso
ciations of automobUe dealers are not dift'erent in tliis respect than 
those in other imes of business. 

Typical instances of legislative activity.—The way in which some of 
the more-alert State tracie associations attempt to handle legislative 
problems can best bo shov/n, pei-lia,ps, by the statem.ents on this sub
ject by the manager of the lUinois Automotive Trade Association, 
He said, in effect, that his group had its legislative program before the 
legislature in the hands of one or more friendly legislators. He also 
said i t was often dUficult to get the members of the association to 
communicate their views on particular legislation to their representa
tives so as to hisure its passage. He believed the dealers could get 
more eft'ective action if thej^ reached the legislators before they were 
elected. I n a bulletin to his members this secretary wrote: 

Support of legislators and candidates for the proposed dealer license law and 
other phases of tlie automobile program, such as later license-plate date, compul
sory inspection of motor veliicles, lower dealer plate fees, etc., can be secured 
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•rlir; 
more easily now than at a,nj' other time. They are running for office no-̂ ' and 
want j'our vote. You do not have to tie them up, as the points of our program 
are such that any good citizen can endorse them, and they are endorsed b.y many 
motor-vehicle users. However, candidates make their pledges to those who ask 
for them and you should be among this number. 

I t is not fair to ask a candidate for his support of your program and do nothing 
for him. We do not tell j'ou who to vote for or on what party ticket. Support 
the man or men you desire to, but see that they supiDort you too, when they have 
a vote later in the general assemblj'. 

You should be thankful that in the automobile program nothing is asked of a 
legislator that he cannot defend as being in the public interest. Many other 
groups or classes of our people cannot say as much. 

In general, our motor-vehicle ta.xes are nearly SIO less per vehicle than the 
national average. No diversion on road funds; less diversion of gas tax; no 
special State or local taxes on the business as such; only such licensing as is actually 
justified; no discriminatorj' regulations and no antagonistic attitude bj ' any 
State department on the business. These things do not just happen, nor were 
they gifts—they were planned out, fought for and won, led bj ' tiie State organiza
tion. 

The secretary-manager of the Iowa State group advised his mem
bers, in a bulletin, that— 

The 1937 legislative program was the most important dealer legislation ever 
presented to the legislature. * * secured additional benefits recognized as 
worth more than a half million dollars annually to new- and used-car dealers. 
We actually secured 13 of 15 proposals and the remaining 2 may be secured in the 
1939 legislature with adequate dealer support and cooperation. 

Immediately following the legislature, which took up more than one-third of 
the J'ear, we became burdened with the second struggle relating to the retail sales 
tax and its application to used-car trade-ins. With due credit to the Governor 
and the board of assessment aud review we again sidetracked proposed amended 
rule and saved the average dealer SIO to $100 per montli. 

Among recommendations for the ensuing year were the following 
That we prepare and submit the following amendments to the motor-vehicle 

lavt's to the 1939 legislature: 
(a) Make motor-vehicle compulsory-inspection stations State-wide instead of 

by county and cities. 
(b) Clarify the word "chauffeur" to permit retail motor-vehicle dealers oper

ating their own to-wing trucks in connection with their own busine.ss, without 
direct compensation therefor, without chauft'eur licenses. 

(c) Make retail sales tax applying to used cars a "use tax" to be collected bj' 
the couiitj' treasurer at the time and delivery and transfer of ownership instead 
of by dealers at time of sale. 

(d) Clarify de.aler's place of business s= * *, 
(fi) Require non-Iowa used-car dealers to supply a bond with each used car 

sold to assure the purchaser value received and proper title * * *. 

The secretary of the Minnesota Automobile Dealers Association, 
preparing for the 1939 legislative session, advised his members, in a 
buUetin elated June 27, 1938, as follows: 

The primarj- election is now over and the candidates for the State legislature 
have been nominated. This office will soon make a compilation of those 
nominated and we expect to launch a real program of education insofar as these 
candidates arc concerned in order that thej"- may be properly informed as to the 
program of the association. 

To do this will require the hearty cooperation of all of the dealers throughout 
the State, and within a short time plans will be perfected for holding meetings 
in nearly every county in order that you maj' be fully advised and informed 
relative to the part that you have to play. With as many important matters 
coming before the legislature this next session, we cannot wait until the members 
have convened before advising them of our desires. I t is a bigger job to con
vince all of these candidates of the fairness and justice of our program. At these 
county meetings definite information will be given you concerning the following: 

1̂  Iowa Automobile Dealers Association Bulletin, April 1938. 
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1. A ne-w dealers' license law. 
2. Regulating the importation of used cars, 
3. Compulsory inspection of motor vehicles. 
4. .Advancing the date of annual registration of motor vehicles. 
5. Sales taxes and their effect upon the auto dealer. 

The executive secretary of the Vviscoiisin Automotive Trades 
Association, in his report covering the first half of 1938, called atten
tion to the possibUity of compulsory automobile inspection as foUows; 

The association sponsored, in conjunction with liighwaj'-safety department of 
the State highway commission, a voluntarj' car-inspection campaign during the 
•week of June 12-18, 1938. Approximately 60 counties engaged in this work 
and from the results obtained sufficient data will be accumulated to conclusively 
prove to the 1939 legislature the necessity for a compulsory automobile-inspection 
law. 

Legislation enacted in other States often received serious considera
tion hy State tracie associations who study these laws to see if they 
•should urge them upon their own legislatures. The so-called Wis
consin law (see ch. X I , sec. 4) is a conspicuous example. I n Novem
ber 1937 the Mimiesota Automobile Dealers Association at its annual 
•convention found this Wisconsin law to be the chief matter of interest 
to its members. After discussing this law the board of directors of 
the Minnesota association approved a legislative program for 1938, 
.as foUows:'' 

1, That the association's officers be empowered and instructed to immediately 
make a complete study of the various dealer control laws now in effect in a num
ber of States, and to prepare, immediately, legislation of similar character for 
.enaction into law in Minnesota. Such recommendations to be presented in the 
near future to the board of directors and, in turn, presented to the members at 
large throughout the State. 

2, In view of the importance of such legiflation, th.at steps be taken as soon as 
practical to bring this legislation to the attention of legislative candidates and 
that organizations be set up in every county in the State, if possible, in order 
lhat whatever program is approved that it can be carried to a successful conclusion. 

The secretary of the Rhode Island Automobile Dealers Association 
istated to a representative of the Commission that he had tried to 
have a law siniila.r to the Wisconsin Dealer Licensing Act passed in 
Rhode Island but was unsuccessful. Secretaries of other State 
associations stated that they favored having a law simUar to the 
'\'Visconsin act but that so far had not presented the matter to the 
.legislature. Such a bUl was mtroduced in the legislature of the State 
of Washington but the clealers in that State concentrated their eft'orts 
on two other mieasures which were enacted into law. The Empire 
State (New York) AutomobUe Dealers Association at its annual 
meeting September 22, 1937, discussed a licensing bill for New York 
State autoinobile dealers. I t M'as proposed to introduce such a 
.measure in the 1938 session of the legislature and a legislative com
.mittee was appointed to draft a licensing bill which would meet the 
approval of the dealers throughout the State. The New Jersej'-
Automotive Trade Association, at its convention in.„,September 1937, 
-adopted a resolution favoring legislation simUlar to that enacted in 
Pennsylvania regarding dealer-licensing and used-car control law, 
while tbe Automobile Dealers Association of West Virginia, at its 
annual convention in September 1937, evidenced considerable interest 
in the possibilities of the same law." 

13 National Automohile Dealers Association Bulletin, December 1037, p. 15. 
National Automobile Dealers Association Bulletin, October 1937, pp, 21 and 25, 

1T1233—39 23 
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The Wisconsin law, which has attracted so much attcintion among 
dealers throughout the country, has the eft'ect of tending to cut clown 
allov/a.nces which dealers make on trade-ins. The State banking 
commission, which administers the law, requires clealers to "wash 
out" their trade-ins at a profit or at least to break even. This is to 
prevent dealers from making "wild aUowances." Apparently the 
commission allows some leeway in this respect if the dealer can give 
an explanation of the overallowance.'^ One association of dealers in 
Wisconsin, covering two counties, has a rule that if any member 
faUs to break even or profit on the "wash-out" of motor vehicles taken 
hi on trade he is assessed by the association for a sum equal to the 
loss, unless the dealer has a satisfactory explanation. Between 

• January 1, 1938, and the middle of that year three assessments had 
been levied under this rule, the largest being $23, 

Not all the State tracie associations believe that legislation hi the 
form of State or Federal laws wUl funnsli the remedies which they 
hold are needed for the asserted Uls of the automobile-retaUing 
business. Some of these groups apparently have decided that the 
industry should handle its problems at the "conference table" as far 
as possible and that legislation should be called for only as a last 
resoiirce. This does not mean that these associations are not active 
in legislative matters. I t may very well be, true that they are 
especiaUy active in trj^ing to ward off proposed legislation which they 
believe to be unwise. 

The attitude of the Automobile Dealers Association of Alabama 
as expressed to a representative of the commission, is fahiy typical 
of those associations which do not beUeve the problems of the dealers 
are necessarilj^ matters for legislation. An ofiicial of this group said, 
in eft'ect, that the association had attempted to dhect its efforts to
ward cooperation between automobUe manufacturers, dealers, 
financial companies, and State and local authorities in working out 
their problems rather than to have recourse to State laws. Tins 
procedure was followed after the membership had earlier resolved that 
a committee be appointed to study laws designed to benefit dealers, 
enacted by other States, especiaUy the Wisconsin dealer licensing 
act, with the view to recommendmg a law to the iilabama Legislature. 
The committee's recommendation, however, was to the effect that 
instead of legislation the association should endeavor to secure the 
needed remedies by cooperative action, as outhned above. 

An official of the Empire State AutomobUe Merchants Association 
said he did not believe the dealers coiUd expect much help from legis
lation. He held that the dealers' problems were largely matters to 
be worked out by themiselves and the manufacturers. 

" 0 verallowance is tlie bid price on used car in excess of the Used Car Guide Manual issued for a particular 
State or territory. Throutjh various forms and mediums the Wisconsin Banking Comniissioh is aware of 
a dealer's operating practices at all times, and knows if a dealer is consistently and materially overallowing 
on used cars. Al l dealers report their used-car sales to the conmiission and an average ol such sales is avaU
able and aUowances niade in line with the general average are considered by the banking commission as fair 
and reasonable. However, dealers bidding in excess of the average or valuation guide figure are required 
to furnish "wash-out sheets" covering their used-car operations so as to determine whetlier they are operat
ing in accordance with the banking commission rules. If such wash-outs indicate that the dealer's judgment 
was correct in giving more than the average, his record is clean, but if his overallowances indicate that he is 
not coming out profitably on such deals, then the banking commission checks him thoroughly and a black 
mark is set upon his record. If over a period of time a dealer does not change such tactics, his license is in 
Jeopardy of suspension or revocation or in line for denial tlie following year. 

According to G. Earle Ingram, special counsel to the banking conunission, the effect of these wash-out 
sheets has been to reduce the average overallowance on used cars in the State of Wisconsin to $22.80 per car 
in excess of the book value. This, informant stated. Is from $25 to $60 less than the average overallowance 
in other States. 
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The Automobile Dealers Association of Indiana Uke-wise was not 
in favor of trjdiig to handle the problems of the dealers by legisla
tion. In a letter to the AutomobUe Manufacturers Association, 
dated August 10, 1938, the association referred to the trend through
out the country toward legislation, both enacted and proposed, on 
the dealers' problems, and wrote, in part: 

I n view of this trend we think the time has come for manufacturers to awaken 
to the dangers that lie ahead for all of us in the industry if this program of State 
licensing lavi'S should spread throughout the country. Let's keep this industry 
in our own hands. I t is almost inconceivable that manufacturers and dealers 
cannot work out their differences without the help of several hundred legislators 
in every State. I t would be bad enough if these laws were uniform. But we 
are sure to have 48 varieties requiring different contracts for the various States. 

The suggestion was made that manufacturers cooperate with ' , 
dealers to remove the apparent necessity of such legislation. Under ij 
date of August 24, Alfred Reeves, executive vice president of the 
Autoinobile Manufacturers Association, replied at length to the ^ 
above letter, citing the fact that members of AutomobUe Manufac- 1 i t 
turers Association had met with officers or directors or members of 
State and local motor-vehicle-dealer associations to obtain first-hand j 
information regarding factory-dealer and finance company-dealer 11 ^ 
relations. He stated that reports covering such investigations and ; i j 
meethigs were prompt^ forwarded to ranking executives of all ;' 
AutomobUe Manufacturers Association members and to the Ford , '-• v 
Motor Co., the latter not being a member of the association. 1 

W i t h the taking of these steps and the making of the reports thereon—all our i j 
responsibility—all our power—ended. 

I n other words each and everj ' member company of the association reserves ,; ' j ! 
to itself the exclusive right to formulate the policies and practices which i t shall 
adopt and follow in its relations, contractual or otherwise, wi th its dealers. '• Ijj 

Dealers and dealer associations favoring legislation as the princip a i ' 
solution of dealer difficulties regard those associations that prefer ; • 1 
iadustry cooperation as being dominated in their policies by manu- :' * 
facturers. In support of this condition, some dealers claim that the i i?! 
polic}^ fonniiig directors of associations that oppose legislative meas
ures to regulate automobUe merchandising in the dealer's interest are 
often wholesale distributors whose interests parallel those of the 
manufacturer rather than those of the small dealer. 

In at least 13 States,'̂  laws have been enacted which were designed 
to control the hnportation of used cars into these States. These 
laws are known in the trade, as anticaravan acts and restrict the 
practice of dealers in used cars bringing in large numbers of used 
cars from markets where prices on used cars are low. These used-
car dealers, for example, would buy a number of used cars, say 15 
or 20, or more, from a large dealer in a city on wholesale terms and 
would drive them over the road to another market where prices were 
higher." 

" Alabama, Arizona, California, Florida, Georgia, Louisiana, New Mexico, North Carolina, North 
Dakota, Oregon, Utah, -Washington, and Wisconsin. 

1' New-car dealers in some markets find these caravans an important outlet for their used cars. A dealer 
in Washington, D. C, said that when tobacco prices were high in the Piedmont section he had no trouble 
cleaning out his used cars, especiaUy certain models which he could sell for $60 to $100 without too much 
loss to himself. Caravan operators would come to Washington, buy a number of these cars at a flat cash 
price, drive them south to the Piedmont, where they were resold at, informant understood, substantially 
higher prices. Informant said that this outlet was often of great value to h is business, as it enabled, him to 
clean out his used-car stocks and to get cash. 
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These caravans, it was claimed, seriously interfered with the 
business of authorized dealers. Through their trade associations 
the legislature was persuaded to enact the anticaravan laws. Florida 
appears to have been the first State to take action of this sort, its law 
being enacted in 1935, and this law was held to be constitutional 
by the Florida Supreme Court m 1936. In California and North 
Caroluia the Federal courts have held shnUar laws of these two 
States to be unconstitutional. 

Another method of combathig the importation of used cars was 
that employed by Iowa dealers through their State association. 
The secretary of this group stated that pending- the introduction of 
legislation, in the 1939 legislative session, the State association took 
measures to stop the dumping of used cars from eastern points, 
principally Chicago, by asking the cooperation of finance companies 
and banks in discouraging the financing of cars with an out-of-State 
license and title. Newspaper publicity and advertisements calling 
attention to the probable condition of these imported used cars, the 
danger of getting a "hot" (stolen) automobUe, and lack of responsi
bUity of the seUers were emphasized in this press publicity. 

There is wide disagreement, even in a single association, on pro
posals for legislation. Such a situation is perhaps best Ulustrated 
by what happened when the Pennsylvania Motor Vehicle Dealers' 
Commission Law Act No. 461 (Senate biU 815) was signed by the 
Governor July 1, 1937. This act, according to W. N. Owings, secre
tary-manager of the Pittsburgh Automobile Dealers Association, 
was sponsored by his group and was sanctioned by a large number of 
dealers m Pennsylvania, who evidenced support of this type of 
legislation,' based on returns from a questionnaire sent to the dealers 
hy the Pennsylvania Automotive Association.̂ ^ This act provided 
for a licensing system, which was not dhectly regulatory, but served 
as a basis for a contemplated State-controUed appraisal bureau for 
used motor vehicles. Immediately following the appointing of the 
commission to administer the law as provided in the act, a group of 
PhUadelphia dealers obtained an injunction restraining action under 
the law pending test of its constitutionality. In November 1938 
the Dauphin County, Pa., common pleas court held that the legisla
tion violated provisions of both the State and Federal constitutions. 

Some of the State associations have not actively sponsored legis
lation to cover matters concerning which substantial numbers of 
members have wanted because the division was too close. GeneraUy 
speaking, the legislative programs of the groups are confined to those 
proposals on which substantial majorities of the memberships have 
decided opinions. The recommendations of legislative committees 
usually cari-y considerable weight with the memberships, and their 
recommendations are accepted more often than not. 

From the foregoing it appears that although a State association 
may not have included, for example, a recommendation in its legis
lative program for the enactment of a law shnUar to the Wisconsin 
law, this does not mean that the membership has not considered this 
possibUity or that the membership is not deeply interested in it. 
It is more likely to mean that the difference of opinion among the 
members was not sufficiently great to warrant the recommendations. 
As the secretary of one important State association expressed it, in 

" National Automobile Dealers Association Bulletin, April 1937, p, 11, 
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effect, it might be bad for the association to try to push thi'ough any 
measure upon which the membership was evenly divided, and espe
cially upon which the opposite sides held strong views. I t was also 
said that the reason one formerly important State association had 
recently become inactive was the split over the proposal to have 
the State legislature enact laws which would embrace most of the 
features of the N, R. A. code under which dealers operated from 
1933 until the decision of the United States Supreme Court in the 
Schechter case in 1935," Then, too, there are in some of the State \ 
associations, especially in the East, substantial numbers of members 
who do not believe that their chief problems are such that they 
can be solved by legislation and, apparently, these members exercise 
considerable hifluence in their respective groups. 

By and large the State associations appear to have been successful 
in much of their work on legislative matters. This also seems to be 
true, though perhaps to a less degree, for the local associations in their 
smaller fields, especially the municipaUties. I t is impossible, of course, 
to say definitely that these dealer associations are alone responsible 
for this or that law or ordinance or any specific regulation of any 
law-enforcement agency. The fact is, however, that the majority of 
the associations studied by the commission have taken the position 
that thej'̂  have, as a rule, accomplished most of their main legislative 
objectives in recent years. This probably is true especially in regard 
to their efforts to prevent legislation believed to be harmful to the 
interests of the dealers. One such association in reporting to the 
membership stated: 

* * * many bills were oflfered, that if enacted into laws, would have seri
ously handicapped the sales of motor vehicles, 'i' * * Your legislative com
mittee is pleased to report that while some of the bills had strong support, none 
of them were finally passed, thereby permitting your State association to maintain 
its 100-percent legislative record. 

The secretary of another group said that no measure aimed directly 
at the retail automobile business in his State had been passed unless 
it happened to be beneficial. 

SECTION 5. ORGANIZATION, PURPOSE, AND FUNCTIONS OF THE NA
TIONAL AUTOMOBILE DEALERS ASSOCIATION j 

Organization, of the National Automobile Dealers Association.—The 
retaU dealers in the automobile industry have mahitained a national 
trade association for more tha,n 20 years. The association was first 
organized in 1917 in the city of Chicago under the laws of the State 
of Illinois as a nonprofit corporation. The immediate object of forming 
the association in 1917 was to combat Federal legislation ancl the action 
of wartime Federal agencies believed to be adverse to the interests 
of automobile dealers. 

The organization meeting held in tlie convention hall of the La Salle 
Hotel, July 10 and 11, 1917, was attended by representative dealers 
from all parts of the United States, The decision to organize all of 
the State and local associations, indi-pidual distributors and dealers 
was made in Washington, D. C, when representatives of the principal 
associations met in Wasliington to appear before the Senate Finance 
Committee for the purpose of eliminating the proposed 5-percent war 

" A, L . A . Schechter Poullrij Corp. v. 17. S. (293 U. S,, 495). 



334 FEDERAL TRADE COMMISSION 

tax on the factory price of automobiles which had been passed by the 
House of Representatives and to prevent the plachig of automobile 
manufacture on the Ust of nonessential industries. 

A tentative organization of retail automobile clealers was formed 
at a meeting held on May 25, 1917, in the WUlard Hotel, Washington, 
D, C. After this tentative organization was set up, telegrams were 
sent out to other leading associations not present at the Willard 
meeting for the purpose of maldng the organization permanent at a 
meeting to be held in Clucago. After its organization, the general 
offices of the association were moved from Clhcago to St. Louis ancl 
then moved back to Clucago. After remaining in Chicago for a short 
period, the offices were again moved to St. Louis hi 1932, where they 
remained until 1936 when the general headquarters were established 
hi the Statler Hotel at Detroit, Mich. According to the constitution 
and bylaws, the association was formed to handle problems that could 
be solved better through collective action rather than individual 
action. I t met its first success soon after its organization when i t 
joined wdth other branches of the industry, in 1917, in convmcing 
the Government that automobiles were a necessity ancl prevented 
the Federal authorities from taldng action to stop the manufacture 
and sale of automobiles as a war measure. 

Purpose of the national assoriation.—One of the pi-incipal pm-poses 
of the National AutomobUe Dealers Association, as set forth in the 
constitution and bylaws, is to foster those associations that have 
already been organized in the several States, metropohtan districts, 
and geograplncal districts and to sponsor the formation of State and 
local associations wdiere necessity seems to warrant the establishment 
of such an organization through the cooperation of a representative 
from the national association. Representatives of the national body 
-visit and lend their aid where such cooperation has been requested 
by the local clealers for organization purposes. Association officials 
also assist existing associations in the development of theh- programs. 
This assistance is given to State and local associations because the 
officials of the national body believe that such organizations perform 
a useful fimction in assistuig dealers and distributors in merchandising 
automobiles, accessories, and parts. 

The general purpose of the national association, as set forth in the 
constitution and bylaws, is as follows: 

1. To develop for the automobile industry a basis for forward planning. 
2. To promote the welfare of its members, 
3. To oppose discriminatory legislation relating to the motor-vehicle retailing 

trade, and promote model laws. 
4. To distribute to its members the fullest information obtainable regarding 

their business, 
5. To improve the efficiency of selling, 
6. To develop the spirit of inter- and intra-industry cooperation. 
7. To seek the betterment of trade relations, 
8. To aid in establishing proper business standards. 
9. To improve the economic position of tho.se engaged in the business of auto

mobile retailing. 
10. To encourage and assist in the formation of local and State associations 

and seek to merge these and all other dealer units throughout the country into 
one strong national organization, 

11. To issue such trade publications as the board of directors may authorize 
and to sell same to members or nonmembers at such prices as may be authorized 
b3' the board of directors. 

12. The corporation may sue or be sued and may make, enter into, or carry 
out or enforce, pursuant to any of the general purposes; and to do, perform, and 
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engage in such other things, business, and transactions, as may be incidental to 
or that may facilitate the business and general purposes of this corporation, and 
to promote and safeguard the interests of dealers engaged in motor-vehicle 
retailing throughout the United States. 

In describing the benefits of local. State, and national associations 
at the dealers' convention in Detroit, April 26, 1938, the president of 
the national body stated as follows: 

Memberships in local, State, and national associations are good investments. 
They are protective and Just as necessary as the different forms of insurance 
dealers carry against hazards in business. They enable dealers, through cooper
ation with fellow members, to protect their vital interests. They bring to the 
individual the combined strength of the group. Association membership is the 
voice through which dealers can speak forcefully aud act decisively 011 problems 
that affect their welfare. 

Management.—In order to carry out the purpose of the association, 
the management is vested in a board of 57 directors all of whom are 
actuaUy engaged in the business of retaUing new or used motor ve
hicles as mdependent dealers. A director's term of office is for a 
period of 3 years and each director holds his office until his successor 
is elected and duly qualified. 

Of the 57 directors, 52 are elected by members of the national 
association to represent the 48 States and the District of Columbia. 
In 3 of the larger States, New York, California, and Illinois, 2 directors 
are elected for each State. In addition to the State directors, there 
are 5 other directors elected at large by new- and used-car dealers to 
represent the 5 geographical districts of the United States, namely, 
westem, eastem, northem, central, and southern. In order to pre
vent the terms of all directors from expiring at the same time, the 
States, portions of States, metropolitan districts, and geographical 
districts are divided into' 3 groups and an election is held m each 
group hi successive years. For exa.mple, in States and districts com
posing group I an election was held in 1936, in group I I , hi 1937, and 
in those States and districts constituting group I I I , in 1938. 

A list of the States and districts mentionecl above a.nd grouped so 
that elections might be held in successive years is as foUows: 

Group I,—Arizona, northern California, southern California, Colorado, Con
necticut, Washington, D. C, Idaho, Illinois, Iowa, Massachusetts, Minnesota, 
Mississippi, metropolitan New York, New York State, Ohio, South Carolina, 
South Dakota, and West Virginia. 

Group II.—Dela-n'are, Florida, Georgia, Indiana, Louisiana, Maryland, Mich
igan, Missouri, Montana, Nebraska, Nevada, New Hampshire, New Mexico, 
Oklahoma, Rhode Island, Tennessee, and Wisconsin. 

Group III,—Alabama, Arkansas, metropolitan Chicago, Kansas, Kentucky, 
Maine, New Jersey, North Carolina, North Dakota, Oregon, Pennsylvania, 
Texas, Utah, Vermont, Virginia, Washington, and Wj-oming. 

In addition to the States and subdivisions of States Usted mider 
groups I , I I , and I I I , there was a director elected in each of five 
geographical districts in the United States, namely, western cUstrict 
under group I , eastern and northern districts imder group I I , and 
central and southern districts imder sroup I I I . _ _ ' 

The board of directors elect all officers in the national association. j 
The term of office is for 1 year except those positions occupied by ! 'jl 
salaried officials whose terms of office may be termmated at any time j j<| 
as the board deshes. An executive committee is appointed by the i 
president with the approval of the board of directors. This com
mittee is appomted from the board of directors and must not exceed 



336 FEDERAL TRADE COMMISSION 

15 hi number. The executive committee possesses and may exercise 
all the powers of the board of dhectors insofar as the management of 
the association is concerned on all questions not specificaUy acted 
upon by the board of directors at their regular meetings. 

Membership.—The bylaws of the national association as revised. 
January 14, 1936, provide as follows: 

Any individual, partnership, association, trust, or corporation, -without l imi
tation, engaged in whole or in part in the business of motor-vehicle retailing,, 
and/or dealer association, or code administration workers, or who have been 
engaged in the business of motor-vehicle retailing not less than 5 years, anywhere-
within the boundaries of the United States of America, shall be eligible to become 
a ful l active member of tliis association. * * * 

Any of the above mentioned may become a member of the associa
tion, upon signing an application for membership hi the form pre
scribed by the board of directors, and transmitting the same to the-
secretary of the association, together with the amoimt of the annual 
membership fee. In addition, membership ma.y also be acquired in 
such other manner as the board of directors may from time to time 
approve. 

Members may be accepted ihdividually by the association in which 
case the required fee of $12 must accoinpa,ny the application for 
membership or they may be admitted into the association in groups. 
In the latter case when a group of local dealers is brought into a local 
State association, this automatically admits such members into the 
national association at a reduced entrance fee of $6, This manner of 
achriitting groups of dealers into the State and national associations 
at the same time is commonly referred to as "package memberships." 
In such cases, the membership fees are $6 and the guidebook sub
scriptions are $6. Dealers who are members of local associations can 
become members of the national association through their affiJiation 
with the State association at a cost of $12, which entitles them tO' 
full membership and an aimual subscription to the guidebook con
taining the average prices of used cars. In many histances the local 
association renders all assistance possible in the collection of dues ancl 
guidebook subscription charges for the national association especially 
where the national body has no representative to look after such 
collections. 

There were 4,518 active members as of September 21, 1938, in the 
national association. In addition to the active members, there were 
368 dealers that were classed as delinquent. The Official Guide sub
scriptions throughout the United States on this date totaled 22,256. 
The total active membership of 4,518 was only about 10 percent of 
the total of 40,000 automobUe dealers operating in the United States 
whUe the total subscriptions covering the guidebook was over 50 per
cent of the total number of automobile dealers operating in the United 
States. The predominance of total guidebook subscriptions over the 
total membership in the national association might be explained by 
the fact that guidebook subscriptions are not sold exclusively to 
dealers but to banks, finance companies, and credit organizations 
generaUy. 

The total number of active and delhiquent members of the National 
Autoinobile Dealers Association and the total number of guidebook 
subscriptions by States as of September 21, 1938, is shown in table 
13 following. 
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TABLE 13,—Number of active and delinquent members of the National Automobile 

Dealers Asssociat-ion and the total Official Guide subscriptions, by States, as of Sept. 
'21, 19SS 

State 

National 
Automobile 
Dealers As

sociation 
members 

Delinciueut 
members 

Official Guide 
subscriptions 

Alabama 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
IDelaware 
Histriet of Coluaibia 
Florida 
•Georgia .. 
Idaho.-
Illinois— 
Indiana 
Iowa 
Kansas ^ 
Kentucky 
Louisiana ^ 
Maine 
Maryland,- -_. 
Massachusetts 
Michigan 
Minnesota 
Mississippi--
Missouri 
Montana 
Nebraska 
-Nevada --. 
New Hampshire 
New Jersey 
"New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
•Oregon 
Pennsylvania.-
Hhode Island.. 
"South Carolina 
•South D.akota. 
Tennessee 
Texas 
Utah 
Vermont 
Virginia. 
Washington... 
West Virginia 
Wisconsin 
Wyoming.. 
Miscellaneous 

Total 

13 
IS 
15 

237 
5(5 
99 
3 

59 
38 
34 
30 

176 
54 

137 
33 
22 
29 
19 
16 

106 
117 
71 
15 
68 
6S 
34 
6 

38 
16S 
18 

243 
31 
22 

341 
29 
63 

354 
28 
9 

20 
20 

169 
28 
15 
48 
69 
39 

1,132 
24 
25 

155 
164 
101 
941 
402 
404 
46 

244 
374 
194 
312 
864 
461 
439 
210 
257 
145 
145 
217 
646 

1,062 
713 
68 

421 
227 
206 
6D 

228 
819 
117 

2,243 
207 
160 

1,550 
178 
669 

1,716 
165 
76 

192 
170 
717 
106 
148 
374 
502 
233 

1, 8.53 
159 
41 

4,618 22, 256 

Of the 48 States ancl the District of Columbia, it wUl be noted from 
the above table that Wisconsin has hy far the greatest number of 
active members in the National Automobile Dealers Association with 
a relatively small number of deUnquent members. This situation 
may be attributed to the stand taken by the State banking commis
sion hi its interpretation of the Wisconsin State law as disclosed by 
the two last paragraphs of the preface prepared by that State body 
with respect to local associations. 

The paragraphs dealing with local associations in this preface are as 
follows: 

L o c a l associations of au tomob i l e dealers should be encouraged to s t reng then 
t h e i r o rgan iza t ion a n d adop t such general coopera t ive plans w i t h i n t he i r m e m b e r 
sh ip w h i c h w i l l do away w i t h the excessive dealer p a r t i c i p a t i o n , chisel ing, b o o t -



338 FEDERAL TRADE COMMISSION 

legging, and other bad practices. So far as possible, rules and regulations per
taining to the automotive-trades industry should be so drawn as to eliminate the 
consistent chiseter in the automotive-trades industry and discourage dealers from 
doing business belo-w cost. When dealer associations are organized under a fair 
and cooperative plan promoting higher ethical and business standards, i t will be 
found that the nonmembers very often indulge in unethical practices both as to 
the public and this great industry. The guiding hand to high-class trade asso
ciations, both State and local, and wise administration of section 218.01 in co
operation therewith is needed to bring protection to the public, harmonious rela-

1 tions and respectability within the trade itself. 
V|, I t is the dutj ' of the State to foster and protect its industries, and to this end 

i t ought to lend itself to the building up of such industrj' within its boundaries 
li;' by the elimination of the unscrupulous therein, the protection of the public with 
f|:' which it deals, ftnd by presenting a united front with cooperative dealer associa-
| r tions. 

il! The stand taken by the State banking commission of Wisconsin 
i,;! with respect to local associations and the fact that national associa-
Mi tion services are furnished through such local organizations would 
::| have a tendency to increase the active membership in the national 

I body. The Wisconsin membership in the national association, as 
j sho-wn by the above table, is about 25 percent of the total member

ship of 4,518 in the entire United States. There are only two other 
i States, Pennsjdvania and Ohio, that have memberships in excess of 
\ 300, and two others. New York and California, that have member-
j ships in the national association of more than 200,-
;1 In connection -with Official Guide subscriptions it wUl be noted that 

\ New.York State with 2,243 exceeds the number of such subscriptions 
in the State of Wisconsin by nearly 400, although association member-

; ships in Wisconsin exceed New York State memberships in the na-
^ tional association by nearly 900. Other States wdth subscriptions in 
! . excess of 1,000 are Pennsylvania, Ohio, and Michigan with 1,716, 

1,550, and 1,062, respectively. 
:;|: . Income and expense of operation.—The two principal sources of 
if ! revenue that the National Automobile Dealers Association depends 
i' upon are its membership and guidebook sales. Of these two sources, 
:f the sale of the used-car guidebook produces the greatest revenue as 

membership dues only account for about one-fifth of the association's 
; total yearly income. 

The cost of an individual membership in the national association 
il is $12 and the cost of a single used-car guidebook subscription is $8, 
•; maldng $20 for the combination. The greater revenue derived from 
' the sale of guidebooks is due mostly to the fact that sales of these 

books are made to dealers in addition to those that make up the 
membership of the association and also to the fact that sales are 
made to outside sources such as banks and finance companies. The 
price of a guidebook subscription is reduced to some extent in cases 
where more than one subscription is obtahied and membership fees 

I are also reduced where dealers are admitted into the national body 
• in groups. 

The schedule of subscription rates for the official used-car guide 
I ' as approved by the national association and made effective October 

1, 1937, is as foUows: 
1 annual subscription (12 issues) $8. 00 
2 annual subscriptions (12 issues') 15. 50 
3 annual subscriptions (12 issues) , 22. 50 
4 annual subscriptions (12 issues) 29. 00 
5 annual subscriptions (12 issues) 35,00 
6 annual subscriptions (12 issues) 40, 50 
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7 annual subscriptions (12 issues) §45. 50 
8 annual subscriptions (12 issues) 50. 00 
9 annual subscriptions (12 issues) 54. 00 
10 annual subscriptions (12 issues or more) ^ 6. 00 

1 Each. 

The membership fee of the national association is reduced to $6 
where members of a State or local association are admitted into the 
national body in groups. This plan is explained to some extent in a 
paragraph of" a letter written by an official of the national association 
under date of September 21, 1937, as foUows: 

In the event that a local or State association wishes to indentify each of its 
members with National Automobile Dealers Association, such identification may 
be purchased for S6 per dealer. This is a wholesale price and is not to be pub
licized in any -way whatever. Such an arrangement permits the supporting asso
ciation to make the statement that their membership includes membership in 
National Automobile Dealers Association. Under this latter arrangement, 
National Automobile Dealers Association agrees not to solicit direct member
ship among the membership group specified. 

The total income of the national association as derived from the 
aforementioned fees ancl subscriptions and the expenses incurred are 
shown in table 14 foUo-v\dng: 

TABLE 14.-—Total income and expenses of the National Automobile Dealers Asso
ciation for ihe years 19S6 and 1937 and 6 months ending May 31, 1938 

Year 
Income 

from 
guide
book 

Income 
from 

member
ships 

Other in
come 

Total in
come 

Total ex
penses 

Surplus or 
deficit 

J936 $150,044. 70 
158,989.04 
> 68, 598. 00 

$57,885.00 
45,403. 00 

» 21, 644.00 

$43,743.09 
10,670.50 
2 7, 560.68 

$251,672.79 
215,062.54 
' 97,702.68 

$311,011.45 
214,962.59 

s 103,749.67 

1 $59,338. 66 
99.95 

1 6,046.89 
1937.. 

$150,044. 70 
158,989.04 
> 68, 598. 00 

$57,885.00 
45,403. 00 

» 21, 644.00 

$43,743.09 
10,670.50 
2 7, 560.68 

$251,672.79 
215,062.54 
' 97,702.68 

$311,011.45 
214,962.59 

s 103,749.67 

1 $59,338. 66 
99.95 

1 6,046.89 1938 

$150,044. 70 
158,989.04 
> 68, 598. 00 

$57,885.00 
45,403. 00 

» 21, 644.00 

$43,743.09 
10,670.50 
2 7, 560.68 

$251,672.79 
215,062.54 
' 97,702.68 

$311,011.45 
214,962.59 

s 103,749.67 

1 $59,338. 66 
99.95 

1 6,046.89 

$150,044. 70 
158,989.04 
> 68, 598. 00 

$57,885.00 
45,403. 00 

» 21, 644.00 

$43,743.09 
10,670.50 
2 7, 560.68 

$251,672.79 
215,062.54 
' 97,702.68 

$311,011.45 
214,962.59 

s 103,749.67 

1 $59,338. 66 
99.95 

1 6,046.89 

1 Deficit for the year. 
! 5 months of 1938. 

The foregoing table shows that the association's expenses for the 
year 1937 decreased $96,048.86, or about 30 percent of the total 
expense of $311,011.45 in 1936. During the first 5 months of 1938 
total expenses of the association were $103,749,57, or about 50 percent 
of the total expense of $214,962,59 in 1937. 

In the 2 years 1936 and 1937 income from guidebooks was $150,-
044,70 and $158,989.04, respectively, while income from memberships 
only amounted to $57,885 in 1936 and $45,403 in 1937. The same 
ratio ]Dredominated in the first 5 months of 1938 as total guidebook 
subscriptions amounted to $68,598, while income from membership 
fees only totaled $21,544, or about one-third of the total income 
from guidebooks. 

Scope 0/ association activities in recent years.—A program of opera
tions outhned by the board of dhectors of the National AutomobUe 
Dealers Association in 1936 covering nine major activities are set 
forth below: 

1. Legislation. 
2. Organizaticm work. 
3. Intraindustry problems. 
4. Fact finding. 
5. Employee-employer relations. 
6. Used-car market value studJ^ 
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7. Management service, 
8. National Automobile Dealers Association BuUetin. 
9. Highway safety. 

These activities are supervised by the officers in charge of the 
several departments of the national organization at Detroit which 
acts as a clearing house for the dealers in the automobile industry. 
A further discussion of these acti-vities appears in sections 6 and 7 
that follow. 

SECTION 6, LEGISLATIVE ACTIVITIES OF THE N.ATIONAL AUTOMOBILE 
DEALERS ASSOCIATION 

Early legislatim activities.—E. E. Peake, secretary of the Kansas 
City Automobile Dealers' Association, speaking before the National 
Automobile Dealers Association at its fifth annual convention, held in 
Clncago, January 30-31, 1922, stated: 

Some 4 years ago, this organization which you represent today was organized in 
tills hotel. I t was my pleasure to be at that organization meeting. We found 
the necessity of having an organization and as a matter of fact aboi;t four of us 
started one, one night, down in Washington and went before the Senate Com
mittee on Taxes and represented that we were the national organization and got 
by with it, but then we couldn't get by with i t ver}"- long so we had to organize 
one to make good on what we said we were. 

F. W. A. Vesper, treasurer ancl past president of the National 
Automobile Dealers Association in an address to the dealers, at the 
above-mentioued convention, presented some further light as to the 
necessity of organizing the dealers into a national association: 

As you kno-̂ "̂-, the Association was organized to meet a political menace. The 
War Trade Board planned to put the automobile on the nonessential list. The 
manufacturers had stated their case and were unable to overcome the sentiment 
of the Board that the automobile was nonessential. Financially, the manufac
turers were not immediately worried because every manufacturer who came do-mi 
to protest against having his aiitomobile production stopped, went home with an 
offer from the Governent to make war materials in a larger and more profitable 
amount than his automobile production. 

But there were 30,000 dealers of the country who would have been forced to 
close their doors because their plants weren't constructed so they could take war 
orders. These 30,000 dealers represented miUions of dollars in investments, 
employed thousands of men and were depended upon hy automobiles already in 
service for maintenance. 

As you know, we convinced the War Trade Board of the great injustice, of the 
impending calamity they were considering, and automobiles were not put on the 
nonessential list. 

Having .started out as a politically active bodj', the association continued largely 
on that line. Having seen the great power the association exercised, or could 
exercise, i t was thought might)' fine if we could swing the dealers in behind the 
highway developmen-f, laws to curb car stealing, laws to keep registration and 
license fees at their proper levels, laws that would provide for safety and, in a 
word, to take a leading part in making owning an automobile satisfactory, and 
thus doing away with the sales resistance that was gradually being built up 
against us. 

We are glad to say that as a politicalh"- active organization we have been highly 
successful. After we got the automobile removed from the nonessential list we 
went right ahead with these other projects enumerated. This year (1921) we 
saw the Townsend bill passed authorizing the expenditure of 87.5,000,000 of 
Federal money for highways, we have induced Congress to enact a national 
motor vehicle antitheft law, we amended the prohibition law to protect dealer 
equities in cars confiscated for carrying liquor, we drafted a uniform highway law 
in cooperation with other branches of the industry, we have presented the dealer's 
side of the case to Congress whenever tax bills have threatened to impose burdens 
on the industry, and have done scores of other things that are matters of record in 
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the association. Lastly, we point to our work to improve the dealer contract 
with which you are familiar. 

But now we have come to a new phase. Political activities are important, but 
right now the demand is for help in an economic situation that is making business 
difficult for even the most substantial dealer. So it was thought advisable to 
mold the association's future activities into a plan that would help him sell auto
mobiles, save money, reduce expenses and help him conduct his business at a profit. 

Other legislative activities during 1921 were the successful cam
paign against importation of surplus war material sold by the United 
States Government abroad after the Armistice, and the fight to 
retain petroleum upon the free list. A proposed duty of $1.50 per 
barrel levied upon crude petroleum imported from Mexico, i t was 
feared, would increase the price of gasohne and also would prove 
harmful to those States contemplating road improvement because of 
the increased cost of asphalt, a Wproduct of petroleum. 

I n 1936, the program of the national association included the 
following in connection with its purpose to organize the automobile 
dealei's of America in local ancl State associations: 

I t is the obligation of National Automobile Dealers Association to assist in the 
organization of both local and State groups, to cooperate with those now estab
lished, to advise and assist in legislative matters, and develop suggested programs 
for such associations, * * * 

5, Promote favorable Federal legislation and to oppose those acts of govern
ment which are di.'^criminatory and detrimental to the best interests of the trade. 

National -Automobile Dealers Association will mai'ntain active, personal contact 
V7ith the Congress of the United States and with all administration departments 
of the Federal Government. Discriminatory legislation must be opposed and 
favorable legislation recommended. 

Public relations department.—On November 16, 1936, National 
Automobile Dealers Association secured the services of legislative 
counsel (Henry H . Roberts), who pi-omptlj- established a legislative 
department. The department immediately began accumulating 
data aft'ecting legal problems of the dealer member and proceeded to 
build up files for each vState on every conceivable legal topic that 
would be of interest to, or aft'ect, the dealers or the industry in any 
way. Copies of the laws of each State were studied as to how they 
aft'ected the automobile dealers, as well as all Federal laws and all 
proposed Federal laws, 

Through these files the legislative department is in a position to 
answer most questions submitted on any relevant topic of a legal 
nature from any State or on questions conceming the National 
Government at Washington, 

I n cases where there is a desire on the part of a local group or asso
ciation to bring about a change in an existing law or to prevent legisla
tion considered by the association as harmful from being enacted, 
advice -with respect to the proper procedure to be followed is made 
avaUable by the pubhc relations department of the national associa
tion. The public relations department also keeps in close contact 
with departments of the Federal Government for the pm-pose of 
observing a.nd studying proposed laws and rulings of these departments 
to see that their interests and the interest of the automobile industry 
so far as i t affects the dealers are protected. From time to time 
recommendations are made for the enactment of constructive legisla
tion. I n addition, members of the industry are advised as to their 
rights ancl obUgations insofar as Federal laws are concerned. 

On February 3, 1937, the legislative department issued a legislative 
bulletin (No. 3), addressed to the executive committee ancl officers 
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and directors of National Automobile Dealers Association, State and 
local association managers, which stated: 

Pursuant to the resolutions adopted at the Twentieth Annual Convention of 
the National Automobile Dealers Association, we have initiated a thorough study 
of the many suggestions made by governmental agencies relative to Federal 
regulation of the trades and other industries. 

The association will maintain representation in Washington, and you will be 
advised through this and subsequent bulletins of aU developments of interest. 

The bulletin goes on to discuss the following: 
1. Council for industrial progress (also known as the Berry com

mittee) . 
2. Robinson-Patman Price Discrimination Act. 
3. DingeU bill, eliminating excise taxes on automobiles. 
I t was tbe aim of the department to keep in touch -wdth all new legis

lation, both Federal and State. I t corresponded \vitli many State 
and local associations and incU-vidual dealers and with counsel for the 
different associations concemuig present and proposed laws in most 
of the States. 

In a special report, dated March 29, 1937, of the legislative depart
ment to the executive committee, the general and legislative counsel 
enumerated a Ust of laws investigated and also listed approximately 
250 biUs that had been introduced, some of which had passed, in the 
various State legislatures. The report stated that— 

These are by no means all of the bills that have been introduced affecting 
automobile dealers, but they are representative and will indicate the extent of 
our task. Many of these bills favorable to the automobile dealer can be directly 
or indirectly traced to our efi'orts. 

The general manager of the national association, its counsel, and, 
on occasion, others from the group have appeared from time to time 
before legislative committees and have also conferred with individual 
legislators in regard to legislative matters. 

On AprU 26, 1938, E. M . Lied, president of the National Automobile 
Dealers Association, at the association's annual meeting held in 
Detroit, stated: 

About 18 months ago our legal and legislative department was established and 
since has become one of the most active of your association, 

:̂  * + * * * * 
Our legal and legislative department has kept in close touch with affairs in 

Washington affecting our industry and with those individuals and groups -who 
were desirous of helping dealers. You should know, incidentally, -that the de
partment has been operated at a surprisingly reasonable cost, especially in con
sideration of the importance of its work aud what it has accomplished. 

In the early part of 1939 the executive personnel of the national 
association was changed. Not-withstanding the statements made in 
the foregoing quotation to the effect that the legislative department 
was operated at a surprisingly low cost, the firs-t change occurred in 
this department in carrying out what was alleged to be a retrenchment 
program. 

With respect to the reorganization of the legislative department of 
the national association the foUowing article appears in an issue of 
Automobile Topics, dated February 6, 1939. This article seems to 
incUcate that the legislative department was being enlarged, despite 
the fact that a former legislative counsel stated that he was resigning 
due to the curtaUment of expenses of this department: 

Bulkley, Ledyard, Dickinson & Wright, one of Detroit's oldest law firnis, has 
been retained as general counsel of National Automobile Dealers Association. 
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They have assigned a member of their staff, Charles W. Bishop, to the work. 
He w i l l spend all of his time in the National Automobile Dealers Association office, 
and is in charge of its enlarged department. The growing importance of both 
State and National legislative activities to the members of the motor-vehicle 
retail trade and the increasing demands made upon the National Automobile 
Dealers Association for advice and information regarding the laws and proposed 
legislation has made i t necessary to reorganize and enlarge the legal and legislative 
department. 

Some dealers assert that the real reason that the former legislative 
coimsel was requested to resign was that he had been too active in 
the interest of retail dealers in ways that did not meet mth the 
approval of certain automobUe manufacturers. 

Robinson-Patman Act.—The national association was greatly 
interested in the Robinson-Patman Act, and'the legislative committee 
and the legislative counsel gave it serious study in the hope that its 
provisions could be applied to the problems of the automobile retailers. 
At times the association has askecl legislators for opinions, not only on 
proposed measures but also on enacted laws, as to whether any 
remedj'- was afforded the retail automobile dealer. For example, 
the association asked Congressman Patinaii as to the eft'ect of the 
Robinson-Patman Act on the trade. 

State "fair-trade acts."—While so-called fair-trade practices legisla
tion was pending in several States the national association was active 
in helping the State and local associations in seeing that these acts 
were passed and in urging that the local groups trj^- to have these laws 
provide specifically for relief for the automobile dealers. In a legis
lative bulletin dated December 17, 1936, the national association 
analyzed the decisions of the United States Supreme Court, handed 
down December 7, 1936, upholding the constitutionahty of the 
so-caUed fair trade practice laws of Illinois and California.^" The 
bulletin stated in part: 

I n other States the decisions would not be of any help unt i l similar fair-trade 
statutes are enacted. I t would appear that i t would be for the best interests of 
al l automobile dealers to have fair-trade statutes enacted in their States at the 
forthcoming sessions of the State legislatures. Statutes to be enacted should 
follow the form of the Illinois and California acts, and i t would probably be advis
able to add a paragraph whicli would have the effect of helping solve the auto
mobile dealers' used-car problem. 

With reference to whether or not the laws hi question would permit 
the automobUe manufacturer to enter into a contract with dealers 
prohibiting the dealer from reselling except at prices stipulated by 
the ma,nufacturer, the bulletin went on to say: 

Under the decisions there is no question but what such contracts applying to 
new automobiles can be upheld, and i t is our opinion that if a contract between 
the dealers and manufacturers was prepared and was signed by the manufacturer 
and dealer controlling the price at which used cars could be traded in , that 
this also could be brought within the provisions of the fair trade practice acts. 

I n any attempt to control the practices of automobile dealers we must consider 
the problem of used-car allowances, and if the law contained a clause similar to 
tha t above quoted,^' then i t would appear that any allowance for a used car in 
excess of the true and appraised value thereof would be a violation of_ the law, 
inasmuch that an exorbitant allowance would be in effect cutting the price of the 
new car and also cutting the established price of the used car and would be in 

30 Only 9 other States had enacted such la-ws at that time. Since then 32 additional States have enacted 
simUar laws, Mississippi, which enacted a Fair Trade Act April 3,1938, being the forty-thu'd State to 
enact such a law. 

" Quotation referred to is sec. 6 of California Assembly bUl No. 1870, approved July 15, 1935, which pro
vides that a Cost survey wliich has been established shall be deemed competent evidence to be used in-
determining cost. 
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violation of provisions similar to that quoted from the California statute. Such 
provision could provide that the value of the used car would be established by a 
medium which was recognized by the industry and which was based upon the 
analysis of used-car prices and which analysis -̂ '̂as the recognized basis for used-
car values. I t might even provide that the National Automobile Dealers Asso
ciation Ofiicial Used Car Guide be estabhshed as such medium. 

I n conclusion the buUetin states: 
In pursuance of the subject of legislation and its effects on automobile dealers, 

we wish to point out that the legislatures of 43 States will bc in session commencing 
January 1937; and if the automobile dealers are to be benefited by any new 
legislation, now is the time to prepare such legislation and secure the benefit 
of any new legislation. 

The national association suggested to local ancl State associations 
that they have their State legislatures incorporate in their so-called 
fair-trade-practice bills a clause simUar to that found in Senate bill No. 
152, introciuced in the Legislature of New Mexico. Section 5 of that 
bill reads, in part, as follows: 

In the automobile trade or industry the Guide Book published by the National 
Automobile Dealers Association shall be recognized as the medium for establish
ing the value of used oars and as constituting the cost survey for such article. 

The merits of tins proposal wil l not be discussed at length here. 
I t is important to point out, however, that i t would have been of great 
advantage to the National Automobile Dealers Association to have 
this provision generally adopted. As appears elsewhere in this report, 
the usecl-car guidebook |3ublislied by the association constitutes one , 
of its most important activities, and its sales accoimt for considerable 
revenue. Furthermore, if adopted widely and administered strictly, 
such a provision would, in all States where effective, tend to level off 
used-car allowances ancl, of course, greatty restrict clealer competition 
for the customer's used car. I t would be a step toward the da.ys of 
N . R. A., when the guidebook became the so-called official basis for 
determining the values of used cars under the automobile dealers' 
code. I t should also be kept in mind that the guide published by this 
association is not the only one distributed in this coimtry. The 
enactment of a proposal such as that given above would, in all proba-
bUitj', lia.ve the eft'ect to lessen the sale of the competing guides, at 
least, to keep from their publishers a sales advantage enjoyed only by 
the national association. 

Miller-Tydings Act'.—Similarly these association representatives, 
examined closely the so-called fair trade practice (resale price main
tenance) laws of tlie several vStates, and when the MUler-Tydings bil l 
was before the House Committee of the Judiciary, members of the 
association were advised by the legislative department of the associa
tion of the purport of the bill, and the bulletin stated— 
all members of the National Automobile Dealers Association should contact 
their Congressmen and Senators, either personally or by lettei-, and ask them to 
support this bill, * * * 

This legislation, we believe, can be made of great benefit to automobile dealers 
throughout America. 

This bill, subsequently passed as a rider to the District of Columbia 
Revenue Act, was approved August 17, 1937. 

The National Automobile Dealers Association, in its monthly bulle
t in of August 1937, commented as follows: 
• The Miller-Tydings fair trade biU, which the National Automobile Dealers 
Association has been sponsoring, has passed both Houses of Congress and now 
awaits the signature of the President to become law. 
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While this b i l l is purely a "permissive" measure, i t was believed the manu
facturers would not refuse to en-ter into contracts wi th automobile dealers to main
tain nationally advertised list prices in those States having fair trade laws, and 
which the new act makes permissible. 

I t was believed that this act would prove helpful in stopping bootlegging of 
new cars. 

Following the passage of this act, the national association, being 
very much interested in the used-car problem as affecting dealer 
profit, asked Senator Tydings if the Miller-Tydings Act would stop 
overaUowances on used cars on the ground that such allowances were, 
in eft'ect, cuts in the prices of the new cars on which the used cars 
were taken in. 

One of the resolutions adopted at the twenty-first annual meeting 
of National Automobile Dealers Association, in convention April 26, 
1938, urged all motor-vehicle manufacturers to enter into fair trade 
contracts with their respective dealers in those States having enacted 
so-called fair-trade laws for the purpose of maintaining new-car 
minimum prices. 

To date, so far as is known, only one manufacturer of automobiles, 
the Ford Motor Co., has entered into contracts with its dealers ancl 
distributors to maintain retail selling prices on motor vehicles ancl 
other trade-marked merchandise,^^ under the terms of these laws. 
The 1939 Ford contracts or franchises contain a provision not found 
in the 1939 contracts of other manufacturers, which is as foUows: 

(6) Insofar as i t is lawful for dealer so to agree, not to resell company products 
bearing company's trade-mark or trade name at less than retail prices established 
for dealer's city or town f rom time to time by company, except in cases where such 
goods have been damaged, or have become obsolete, or are about to become 
obsolete because of change i i i models, or in the case of sales to company or its 
nominees, or to other authorized Ford dealers, or associate Ford dealers, and 
except when a discount is warranted by cpiantity purchases unless such a discount 
is i n violation of law. Dealer agrees, if requested by comiiany, to display prom
inently in dealer's showi-oom a chart showing current minimum retail prices as 
established by company for dealer's city or town. 

Other Federal legislation.—Tax matters also are given attention by 
association officials, both State and Federal measures being closely 
watched. I f necessary, the national association is represented 
at hearings on tax legislation. The association claims to have spon
sored I L R. 2894, Seventy-fifth Congress, first session, introduced by 
Congressman DingeU, of Michigan. This bill pro->,dded for the eliinma-
tion of excise taxes on motor vehicles. 

The national association cooperates with allied organizations when 
matters of common interest and efl'ect arise. For example, i t worked 
with the finance companies to have legislation enacted providing 
relief to innocent holders of liens on automobiles seized by the Internal 
Revenue Bureau from violators of revenue laws. This relief was 
obtained in 1935, when the Congress passed appropriate legislation,. 

Dealer attitude toward regulation and, legislation.—The work of the 
national association on matters which may be classified as those 
causing automobile retailers great concern in recent years is not all in 
connection with legislation. Many dealers througliout the countiy 

" Acting uDon above-mentioued resolution, automobile dealers of Cook County, 111., at a series of regional 
meetings, took action in support of the resolution. The Chicago Auto Trades Associalion mailed copies of 
the resolutioJi to every automobile manufacturer, urging prompt consideration and action on this request, 

" According to information obtained during the inquiry, such nationally known manufacturers as Stewart 
Warner Corporation, A, C. Spark Plug Co., the Anderson Co., of Gary, Ind., Goodrich Rubber Co., Good
year Tirect Rubber Go.,.Eirestone,Tire Go,,.U. S. Tire Co.,,General Tire, and the Simoniz Co., have adopted 
resale price mainterance policies, where such sales may be legally made, 

171233—39 24 
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beUeve that legislation either cannot reach their most important 
troubles, or that i t would be unwise to legislate on them, holding that 
they are matters which can oiUj'- be worked out by the trade itself,^* 
On the other hand, manjr dealers do not see much, if any, hope of 
settlement of some of these problems by the trade, and therefore think 
that they must be dealt with through legislation. 

The national association in the sunimer of 1937 sent a questionnaire 
to its members, which was designed to secure the opinion of the mem
bership as to what the conditions in their business were; and if not 
satisfactory, the causes, and whether or not legislation or self-reg-
ulation would be the better remedy. 

Replies to this questionnaire were received from dealers represent
ing all makes of cars in everj^ section of the United States and repre
sented, as a group, merchants far above the general average in size. 
Sales, per dealer, averaged $261,879 for the year 1936. They averaged 
12 j'-ears in the business of retailing motor vehicles ancl 21 employees 
per establishment. 

One of the questions asked was: " I f profit return is not satisfactory, 
what, in your opinion, are the important factors tending to destroy 
profit opportunity"?" About 95 percent of the reporting dealers re
plied that profit opportunity in 1937 was unsatisfactory and enumer
ated the following as important contributing factors: 

1, Used-car overallowance, 
2, Factory policies. 
3, Uncontrollable competitive conditions. 

The report of the National Automobile Dealers Association, based 
upon the answers to this questionnaire, stated that the first of these, 
used-car overallowance, was a result, not a cause, and existed pri
marUy because of the second and third factors, i . e., factory policies 
ancl uncontrollable competitive conditions. The report stated: 

I t is because of this, conditions exist, and because very l i t t le is being done 
either b.y manufacturers individually or collectively to change them, that auto
mobile dealers in many sections of the United States are turning to legislation 
of one type or another. 

The association also stated in its report, in discussing the attitude 
of dealers toward self-regulation or legislation as the better way of 
obtaining relief from their trouble, that: 

Automobile dealers as a group would prefer less regulation, less legislation, and 
more genuine cooperation between all branches of the industry looking toward 
voluntary self-regulation. * * * 

This last stateinent is in line with the apparent attitude of the 
dealers in respect to their proposed rules of self-regulation as embodied 
in the proposal to the Federal Trade Commission for a trade practice 
conference. According to the national association, 95 percent of the 
dealers who replied to the above-mentioned questionnaire endorsed 

" E. N. Lied, president of the National Automobile Dealers Association, in his annual report of April 
20, 1938, comments upon State regulatory laws as follows: 

"Your national association has made thorough studies of all local and State laws attempting to regulate 
automobile retail trade procedure. Unfortunately, there is lack of uniformity in most of these laws, and 
the eSectiveness of the legislation is being impaired because of doubtful legality. There are, furthecmore, 
instances where State legislation, because ot attempts to establish maximum allowances, has profited poorly 
managed dealerships. In many cases a premium has been placed upon inefficiency and poor management 
because individual initiative has been stifled in well-mauaged deal ,r operations. Certainly this is not the 
solution that the automobile dealers ot this country want. 

'' State legislation as a whole—and I do not desire to be critical—has been abortive in character, and gener
ally speaking, has been enacted with no carefully prepared and workable plan of administration. 

' ' There are, however, some notable exceptions, for there are some States wherein State laws have greatly 
benefited all dealers within the State." 
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the proposed rules. The attitude of the dealers in respect to legisla
tion as outlined above is refiected, of course, in the legislative work 
of the association. Rather than urge legislation designed to correct 
the aUeged inequities in the contract or franchise between manufac
turers and dealers and to stop a number of practices which dealers 
claim the manufacturers engage in, to the detriment of the dealers, 
the association has tried to bring about better conditions by urgmg 
manufacturers to stop these practices. One favorite plan urged by 
the association, which has wide support among members, provides for 
a conference or arbitration board which would hear the complaints of 
dealers, discuss them from tbe standpoint of both manufacturers ancl 
dealers, and make its findings. _ That the findings of such a board 
would be made binding was believed possible. The following letter, 
written late in 1937 by the general manager of the national association 
to an official of one of the automobile manufacturing companies, is 
illustrative of the reasons for favoring this method of handling the 
•dealer-man uf actmer problems: 

* * * the National Automobile Dealers Association, because i t is not a 
party to the contract between the manufacturer and dealer, has no right to inter
fere in any argument which may develop between the dealer and his source of 
supply e-xcept, of course, in those situations in which it is believed that the indus
try's interests are vitally affected. 

Calling attention, however, to the possibUity of corrective legisla
tion, the writer went on to say: 

I t is my responsibility and privilege to contact and confer with dealers in and 
from all parts of America, representing all manufacturers. Currently, I am im
pressed as a result of meeting and corresponding with hundreds of dealers with 
two developments: First, greater demands are being made on the dealers in a 
more forceful manner by factory representatives than ever before; and, secondly, 
legislation governing the relation between factory and dealer and the industry's 
trade practices is on the way. The first is the cause of the second, 

IVIost of the leaders of this industry are fearful of the effects of the present 
restrictive legislation and of that which has been proposed, but a very large pro
portion of the dealers "want a law passed." I talked before the Iowa Automobile 
Dealers AssociatJion annual convention last year and made myself very unpopular 
because I dared to suggest to my audience that they should not expect too much 
from their proposed regulatory bill. 

Senator Ingram, of Wisconsin, followed me on the program and virtually 
stampeded the meeting because of his statement that "either the manufacturers 
will cooperate with us in Wisconsin or they'll be legislated into submission." 

I t is significant that during the time of the sit-down strikes in Detroit last 
winter some dealers wrote us asking "Where is our Lewis?", this group being 
quite critical of what they termed our "conservative" attitude and demanding 
action of a similar character. 

One attending the mass meetings held some months ago in Pittsburgh and 
Philadelphia, called for the purpose of considering the proposed Pennsylvania 
regulatory bill, would have been astounded at the enthusiasm of the dealers in 
those areas for this type of law. 

I see nothing to be gained by "washing the industry's dirty linen" in the legis
lative halls of America. What the industry needs is a united defense against 
discrhninatory legislation, and must not be weakened by internal strife. 

As a means of building goodwill, adjusting controversies, keeping the dealer 
•enthused, and preventing unnecessary law I would suggest the establishment of 
a voluntary court of arbitration—a judicial body composed of men whose honesty 
of purpose cannot be questioned—to which the dealers may appeal any controversy, 
•or complain of any act which they believe to be in violation of the franchise 
arrangement or previous verbal understanding. 

A tribunal such as we have suggested here would have to be able to enforce its 
•decisions to be effective. Therefore, the idea may not be practical as an industry 
• development but might be employed successfully by any individual corporation. 
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Again, -wi-iting to an executive of a large finance company, the 
general manager of the national association repeated his idea of a 
"court of arbitration": 

The establishment of such a court, in my opinion, would be the best -way of 
reversing the present trend of "let's pass a law." 

I t appears, from information obtained during the inquiry, that 
dealers more and mxOre were begimiing to favor the idea of the "con
ference table" between manufacturers ancl dealers rather than reliance 
on State laws as a means of obtaining relief, because of the probability 
that State laws would not be uniform: 

J. W, Roby, newly elected president of National AutomobUe 
Dealers Association, also commented upon the "council table" or 
"conference procedure" versus "legislation" as a means of correcting 
the alleged undesirable relations between dealers and manufacturers 
in the association official bulletin of November 1938, as follows: 

Legislatively, this h.as been a comparatively quiet year, chiefly because most 
of the State legislatures do not meet until 1939. The pros and cons of regulation, 
licensing, and other legislation procedures for correcting some of the evils of the 
industry have been discussed at great length by dealer groups. The consensus 
of opinion at this time appears to be that the legislative -path is one that should 
not be followed blindly, if at all. Most dealers would prefer that the industry 
put its own house in order, clean up its undesirable practices, voluntarily, through 
cooperation between all divisions of the industry, "rhe council table, or conference 
procedure, would be preferred, but it is realized that the initiative in this field 
must start with the manufacturers. 

On the other hand, there is a very definite attitude of mind among dealers 
that unless changes are initiated and made efTective that will correct some of the 
undesirable and demoralizing trade practices, detrimental to dealer securitj"-, 
regulatory legislation of one form or another will be sought to accomplish the 
desired results. 

As pointed out by J. W. Roby there is a dift'erence of opinion among 
dealers concerning legislation as a corrective measure. The bulletins 
issued hy the national association following the hearmgs on the 
Withrow resolution, at which the association was represented, evi
dently caused some concern in the minds of some dealers as to the 
activities of the national association leading to Federal control of 
the reta.il automobile industry. In a letter of July 9, 1938, of W. A. 
Williamson, vice president-manager of Texas Automotive Dealers 
Association, in replj'- to a letter of June 20 from A. N, Benson, of 
National Automobile Dealers Association, in regard to the falling 
off of sales of the National Automobile Dealers Association Used Car 
Guidebook and also membership collections, wherehi Mr. Williamson 
comments as follows: 

In quite a few instances where dealers have been solicited to renew their guide
book subscription and National Automobile Dealers Association mem.bership 
they have refused, giving as their reason for the loss of interest, that the National 
Automobile Dealers Association advocated Federal control, of the retail automo
bile industry and based this opinion on the contents of your bulletin in the early 
part of this year and, as you know, Texas dealers are bitterly opposed to any law 
or rules to regulate their business, either by Federal or State governments. Your 
bulletins of late, however, indicate that your position has been changed on the 
question of Federal control, and it is quite possible that we will now be able to 
get some of the dealers back who objected to the above-mentioned policy on the 
part of the National Automobile Dealers Association. 

This question was a matter of debate at our annual meeting, and Mr. Mitchell 
assured the members assembled that the National Automobile Dealers Association 
was not advocating Federal control, neither did they advocate the automobile 
retailing industr}"- being placed under the Federal "Trade Commission, and at 
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that thne voices came from the audience calling attention to what you had to 
say on this subject in your bulletins. 

This is in conformity with the resolution adopted at annual meeting 
of the Texas State association held June 9 and 10, 1938, as follows: 

Whereas dealers of some States have sponsored the enactment of State laws 
having for their purpose bureaucratic regulations of the retail motor industry 
in those States: and 

Whereas it is generally known that many dealers throughout the country favor 
Federal regulatory laws governing the operations of the retail motor industry; and 

Whereas it appears to be the majority sentiment of members of the Texas 
Automotive Dealers Association to oppose both State and Federal regulatory 
laws or rules affecting the retail motor business: Therefore be it 

Resolved, That the Texas Automotive Dealers A,ssociation, representing its 
member dealers, go on record at this annual meeting as being opposed to any 
State or National regulatory act governing the operation of the retail motor 
business. 

Subsequently the attitude of the Texas dealers has apparently 
swung in the opposite direction with reference to State legislation 
similar to that enacted in Wisconsin, Iowa, Ohio, and Nebraska, as is 
shown in a letter by W. A. WilUamson, vice president-manager of 
the Texas Automotive Dealers Association, to Alfred Reeves, of the 
AutomobUe Manufacturers Association, under date of April 6, 1939, 
which stated as follows: 

You are fully cognizant of the fact that the association which I have the honor 
to represent has always pursued a policy of fs.irness to the manufacturers and we 
have never been in sympathj- with regulating the automobile retailing business by 
legislation, and you will no doubt recall that in our last conversation I made the 
statement that it was my opinion that Texas -would never resort to regimentation 
of the dealers in an attempt to regulate factory-dealer policies. 

For the past several months the dealer attitude concerning regulating the 
business by legislation has been rapidly changing, and w-e have been besieged with 
not only requests but in many instance." demands that a biU similar to that of 
Wisconsin (or stronger if possible) be prepared and submitted to the legislature at 
the earliest possible moment, as the claim is made that Texas dealers have proven 
conclusively their desire to cooperate with the manufacturers in every way possible, 
but it appears that the cooperation is all one-sided, as the present situation with 
respect to uncontrolled bootlegging of new cars; the return of high-pressure sales 
methods by General Motors, especially Chevrolet; the continued paoking-in of 
multiple Chrysler dealerships, has produced an orgy of overallowance and dis
counting that is so distressing as to cause the dealers to conclude that their patient 
waiting for cooperation on the part of the manufacturers by the correction of these 
evfis has been in vain, therefore, they have lost faith to such an extent that they 
no longer expect a correction of the situation that could so easily be made by the 
manufacturers, hence, the necessity of legislation. 

Knowing your interest in conditions of this kind is my reason for submitting 
this information, and while it would be ridiculous to even assume that the manu
facturers are not fanuliar with conditions as above outlined, we -wOl be glad to 
furnish them -with specific cases should they so desire. 

Attitude of dealers with regard to manufacturer-dealer relations.— 
From a survey made by the national association in 1938, through 
which the national body sought to determine the attitude of the 
dealers with regard to manufacturer-dealer relations, the following 
results appeared in an issue of the National AutomobUe Dealers 
Association bidletin of October 1938: 

Analysis of the first 711 replies received by National Automobile Dealers 
Association from its members in response to a questionnaire mailed recently 
which sought to determine the wishes of the membership concerning future 
policies and program, produced the following results: 

Question. Denote in order of imisortance the franchise reforms .ana sales policies 
which you think National Automobile Dealers Association should sponsor. 
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The replies were as follows: 
1. Fewer and better dealers (quality dealers). 
2. Protected territory, 
3. New-car price maintenance. 
4. Used-car junking plan. 
5. Larger discounts to cover increased costs, 
6. Used-car allowance control by factories, 
7. Protection on inventories and leases in case of cancelation, 
8. Elimination of all coercion. 
9. Ehmination of new-car bootlegging. 
10. Graduated discount in accordanae with type of establishment. 
11. Reasonable cancelation notice. 
12. Discontinuance of factory retail branches and dealerships operated on 

factory money, 
13. Permit mark-up on freight. 
14. Factory approved appraisal bureaus. 
15. Hold back some discount until end of year. 
16. Elimination of capital loans by finance companies. 
17. Protected territory for multiple-dealer areas. 
18. Elimination of retailing by large distributors. 
Question, Which of the following procedures should be employed in bringing 

about these changes in factory-dealer policy? 
The conference table. 
Legislation—State or Federal. 
Answer. The conference table, 79.7 percent; legislation, 31.9 percent. 
On the question of legislative activity, 64.3 percent of those replying recom

mended that the National Automobile Deale^g Association work for reduction 
of Federal taxes; 76,5 percent urged opposition to harmful Federal legislation; 
62,6 percent recommended the dissemination of all available information both pro 
and con regarding State laws affecting the industry so that the dealers of each 
State may intelligently decide as to what legislation, if any, they want. 

On the question, "Should National Automobile Dealers Association actively 
sponsor and work for enactment of State regulatory laws?" the response was in 
the minority, with 34.4 percent endorsing this procedure. A similar response 
was received concerning active sponsorship of Federal law regulating industry, 
including manufacturers and dealers; 68,8 percent favored some form of legisla
tion. 

84,6 percent of the replies mdicated satisfaction with the existing constitu
tional arrangement providing for the management of National Automobile 
Dealers Association through a board of directors, democratically elected, one or 
more from each State. 

SECTION 7. OTHER ACTIVITIES OP NATIONAL AUTOMOBILE DEALERS 
ASSOCIATION 

Ass-istance in organizing State and local associations. —The manage
ment of the national association cites the records of State and local 
associations as evidence pointing to the fact that the existence of State 
and local associations is necessary in the conduct of the automobUe 
retailing business. Wliile national problems are handled through the 
national body, the management has concluded that local problems, 
legislation, trade development, and protection of the dealer's local 
economic interests can best be handled by local groups. The national 
organization, therefore, sponsors the formation of the local groups and 
assists them with theh problems wherever possible. Representatives 
of the national body make -pdsits and attend meetings of various State 
and local associations for the purpose of helping the local dealers to 
plan and develop such groups. This cooperation between the national 
body and the State and local bodies is shown in the following quota
tion: 

Prior to the actual convention, National Automobile Dealers Association 
arranged group conferences of State association presidents, local association presi
dents, and used car appraisal bureau managers. Association managers, likewise, 
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held a group meeting. The purpose of these meetings was to permit open dis
cussion of common problems and to seek recommendations of the various groups 
concerning methods in which National Automobile Dealers Association could 
more effectively serve the dealer body. Many excellent suggestions were forth
coming which will have the careful consideration of National Automobile Dealers 
Association in its future planning. 

I n the National AutomobUe Dealers Association bulletin issued 
June 1938, the following articles appear with regard to activities of 
national association executives in the fo"-mation of State associations. 

FoUo-wing a mass meeting held in Jefferson City_, Mo., on Wednesday, June 8, 
automobile dealers of Missouri approved the organization of a State association to 
be known as the Missouri Automobile Dealers Association. 

Several hundred retail dealers from all parts of the State participated in the 
meeting and formally adopted the proposed articles of association. Pending elec
tion of officers as prescribed in the new' bylaws, the following temporary officers 
were continued in office: D, E. Costles, St. Louis, chairman; J, M, Alton, Colum
bia, vice chairman; Joseph A. Sclileet, St. Louis, secretary. 

Among those -who addressed the assembled dealers were the Hon, Dwight H. 
Brown, secretary of state of Missouri, and A. N. Benson, general manager of the 
National Automobile Dealers Association, 

Intra-industry problems.-—As a means of honing out difficult situa
tions that often arise between the two major branches of the industr}^, 
the national association acts in m.an3̂  instances as a liaison between 
the manufacturers and the dealers. Officials of the association not 
only attempt to straighten out these differences but also dhect the in
dustry's attention to problems that come up from time to time that 
tend to affect i t . In this connection, association officials wiW. offer 
suggestions for the benefit of both branches especially where i t is as
serted such suggestions will result in larger profits and greater economic 
stabUity. Industry problems are very often settled through cor
respondence but if necessary, visits are made by the general manager 
or the assistant general manager to dealer association meetings or to 
the manufacturers in order to settle differences that arise or to offer 
suggestions for the betterment of the industry. 

Under date of October 22, 1937, a letter was sent by the general 
manager of the national association to a dhector of a local association 
in the State of Michigan advising of his desire to assist in matters 
affecting the industry. The letter is as foUows: 

We certainly would like to help you and your organization iu any way that we 
can. You and your group have been doing a remarkable job of pioneering and 
certainly should have all the help any organized group can give you. Any local 
association of automobile dealers which can accomplish the things which your 
group have accomplished deserves the very best of everj'thing. 

First, we would like to help you cut off the source of supply of .̂ s This, 
of course, you have been able to do on a number of occasions, but if you will t r j -
to follow through his individual deals from now on and get us the detailed informa
tion which is required, we will try to refer this matter to the factory concerned in 
such a way as to induce them to make an example of the offending dealer. What 
we need in each instance is the official description of the car wliich he purchases 
80 that we can follow through and determine his source of supply, or, if you can 
determine the source of supply, let us have it. 

Another idea which occurs to me at the moment and which you have probably 
tried is a city license plan. Ask your city council to pass a law licensing a.uto
mobile dealers and requiring tbe payment of a fee and the establishment of certain 
merchandising standards. This procedure might curb this man's activities. 

This matter of Plymouth dealers coming in from the outside, I would like to 
take up with Mr. J. E. Fields of the Chrysler Corporation. Before doing so, 
I wonder if you have any additional information that .you can give me. In 
your letter, you give us the names of the dealers and say that they are bothersome. 

" Name of dealer omitted. 
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If you can describe their activity more in detail, how they operate, whom they 
have sold, and some statement as to how they disturb the situation in Muskegon, 
I can use such information to good ad%'-aiitage. 

In a letter dated December 31, 1937, ancl addressed to the secretary-
treasurer of the Springfield, III . , Automobile Dealers Association, the 
general manager of the national association advised the local asso
ciation secretary of the attitude of Chrysler officials with respect to 
the matter of bootlegghig new cars. 

A paragraph of this letter is as foUows: 
All three divisions of the Chrysler Corporation are very much concerned 

regarding this matter of bootlegging of new automobiles and are doing everything 
within their power to stop the practice. The only wa.y to do this is to discover 
the source of supply of each individual bootlegger and have that source shut off 

In a letter written February 2, 1938, to the secretary-treasurer of 
the Springfield, 111., Automobile Dealers Association, the general 
manager of the national association stated: 

I was under the impression that if this dealer could no longer advertise if he 
had not sold any new cars recently, we might let the matter rest until such time 
as he again became active. Have you any evidence that he has sold anj^ new 
automobiles or offered to sell any new automobiles since thig advertising incident 
on the first part of December? 

With respect to policy, the general manager of the national asso
ciation wrote as follows to the general sales manager of the Chrysler 
Corporation, under date of February 16, 1938: 

One of your more substantial dealers is quite perturbed over the statement 
made to him within the last few weeks by a representative of your company. 
The dealer says in his letter to us: 

" I was very much shocked a few daj's ago by one of the representatives that 
calls on me. He made a statement that he alone could cancel out any dealer 
and that that dealer would have no alternative. In other words, he would not 
get a hearing from any other higher executive," 

Upon receipt of this information, I wrote the dealer and suggested that he 
communicate with you, explaining that I felt certain you would review the com
pany's policy regarding the cancelation so that he would know exactly where he 
stood. 

The dealer writes back and states that he would prefer not to relay this informa
tion to you for fear of retaliation from the field man, although he admits that he 
knows you personally quite well and has the highest regard for your ability and 
judgment. 

If you have established a policy relative to this matter, I would appreciate 
being so advised that I might in turn advise this dealer and thereby allay his 
fears on this score. 

In an effort to settle a question where a dealership has been ca,nceled, 
the general manager of the national association informed a local clealer 
in the State of Virghiia that one of the companĵ 's home-office men 
woiUd caU on him. The general manager explained: 

When I said that a representative of the Chrysler Corporation would call upon 
you in the near future and discuss the matter of your cancelation, I did not mean 
that you could expect another call from one of the district men. The call to 
which I referred will be made by one of the home-office men shortly after the first 
of the year-. This visit is being m.ado at my suggestion during a recent con
ference, '-' * * relative to this subject. 

In handlhig matters of clealer cancelation, the National Automobile 
Dealers Association is acting in a sense as an outside party or arbi
trator. Some cases hivolve careful investigation to ascertain the 
facts as a basis for ta.king them up -wdth the manufacturers concerned. 
An example, both of careful inquhy, and of the manner in which the 
results were presented to the manufacturer is to be noted in a report 



REPORT ON MOTOR VEHICLE INDU.STRY 353 

of a survey niade bj'- the assistant manager of the National Automobile 
Dealers Association, at the request of the Dallas, Tex., Automotive 
Trades Association respecting the conditions under which Nash-
Kelvinator Corporation canceled a distributor ancl Ford Motor Co. 
canceled a dealer m DaUas in 1937. Only parts of the report of the 
assistant manager of the National Automobile Dealers xissociation 
dealhig with the cancelation of the Ford dealer, Rose-WUson Co., are 
qiiotecl in full. 

Upon arriving in Dallas the national association's investigator 
first took the matter up with the president and leadmg members of 
the Dallas Association who met with him, discussecl the case and 
outlined the steps taken by the local association m protestmg the 
cancelation to Ford Motor Co, and requesfmg reinstatement of the 
Rose-WUson Co, Ford Motor Co,'s reply was to the effect that 
Rose-Wilson had been canceled because ch-cuinstances surrounding 
the dealers' operations fully justified Ford Motor Co.'s action. 
Thereupon the DaUas association again telegraphed vigorously pro
testing the cancelation ancl requesting that Ford Motor Co, send a 
representative to Dallas to investigate the matter, which Ford Motor 
Co. stated would be done within a few days. 

With these facts as a background, the national association's investi
gator interviewed Rose-WUson Co. wdth the foUowing results: 

I spent all day Sunday with Rose-Wilson in which they outlined their history 
and experience as automobile dealers and the circumstances which they believed 
were responsible for the arbitrary cancelation. Briefly, i t is their belief that the 
cancelation was the result of a personal incident which occurred several years ago 
in connection with the cancelation of a dealership which they operated at Mc-
Kenne.y, Tex. * * * Since that occasion, they claim to have beeii continually 
coerced and threatened with cancelation, and, in fact, received cancelation notices 
each year in October which were never made effective. They maintain that they 
had always cooperated with Ford policies insofar as they felt they were sound 
but had refused to adopt programs which they did not believe in and wliich were 
unsuited for- their pariiicular business. They finance most of their own • paper 
and, with the exception of the past year or so had operated with a gross profit on 
used cars. Their statements show -them to be in excellent condition. 

On the ensuing Monday and Tuesday the association's investigator 
interviewed presidents of three banlis, the manager of the Dallas 
Chamber of Commerce, the manager of the Dallas Better Business 
Bureau, and the president of a company distributing automotive sup
plies. In reportmg the results of these interviews and the action 
subsequently taken based on the results of his inquiries the investigator 
stated: 

In every instance I was informed that Rofse-Wilson were considered the very 
finest type of citizens and businessmen aud the most desirable type of representa
tion that a manufacturer could secure. The financial position was stated to be 
ace high and the president of the First National Bank stated that this firm was 
one of two automobile companies in the city to which he would gladly extend 
credit of $50,000 without question. The Better Business Bureau stated that in 
the 18 years they had received but one complaint against Rose-Wilson Co. and 
that a very minor one but, on the other hand, they had received many complaints 
regarding the operations and activities of other automobile dealers in the com
munity. 

Another meeting was held with the committee on Tuesday and they requested 
me to contact the Ford Motor Co. upon my return to Detroit and present the 
facts in an efi'ort to get this contract reinstated. They also suggested that we 
cooperate with them in giving publicity to the case in the event it was not settled 
satisfactorily. In the meantime, Mr, Planck, representative of the Ford Motor 
Co., arrived in Dallas Monday morning, November 22, and met with the group. 
He advised them that he had been sent to investigate the situation and to make 
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a report direct to the home office sales department. He stated that he was sure 
the Ford Motor Co. wanted to be fair and that his report would be unbiased. 

Upon my return to Detroit, I contacted Mr. Jack Davis, Friday morning, 
November 26, and discussed the matter with him. He advised that their repre
sentative had also returned and that they were then studjdng his report. He 
further assured me that they intended to be absolutely fair in their decision and 
that the matter would be given verj' careful consideration. 

I contacted Davis again, Tuesday, November 30, and he informed me that 
they had communicated with Rose-Wilson, invited -them to come to Detroit to 
discuss the case. Mr. Davis stated that in view of this, he did not feel they could 
discuss the matter any further since the case had been reopened and the discussion 
was a matter between Rose-Wilson and themselves. He promised to get in touch 
with me after final decision was reached. 

Notwithstanding all of this activity on the part of the Dallas Auto
motive Trades Association and the National Automobile Dealers 
Association, Rose-Wilson Co, was not reinstated as a clealer by Ford 
Motor Co. 

Fact finding.—In this connection the National Automobile Dealers 
Association has established itself as a fact-finding agency for the collec
tion and dissemination of factual matter. In the past few years the 
statistical department of the nationa.l association under the supervision 
of a statistician has coUected numerous operating statements from 
dealers throughout the United States for the purpose of analyzing the 
data contained therein and combining the results in composite form. 
The opinion of one association official, according to his statements, is 
to the effect that the collection and dissemination of facts regarding 
the trade which it represents is one of the most important activities of 
an association and once facts are made available and established, 
misrepresentation is impossible. 

In order to facUitate the collection of factual data for the benefit of 
the automobile dealers and independent finance companies, the estab
lishment of a trade fact-finding agency was initiated. This organiza
tion was sponsored by the American finance conference and the 
National AutomobUe Dealers Association. After numerous confer
ences between the two groups the independent fina.nce companies gave 
theh active cooperation in the National AutomobUe Dealers Associa
tion progra,m for the formation of the AutomobUe Dealers Research 
Foundation and on March 24, 1936, pa.pers were filed in the State of 
Illinois for the incorporation of the foundation. 
_ An article appearing in the National AutomobUe Dealers Associa

tion bulletin of April 1936 states to some length the pm-pose for which 
the foundation was organized. The article is as follows: 

Definite action looking toward the segregation and correction of the conditions 
that contribute to used-car losses, in line.with the recommendations approved by 
the board of directors of National Automobile Dealers Association, at the annual 
meeting last January, is now under way with the organization of a nonprofit cor
poration to be known as the Automobile Dealers Research Foundation. Incor
poration pa.pers were filed in Illinois March 24, 1936. 

Management of the research foundation will be placed in the hands of a board 
of directors, one-half to be appointed by each association and one neutral director 
to be selected by the board. 

This fact-finding organization, which is .sponsored jointly by the American 
Finance Conference and the National Automobile Dealers Association, was made 
possible .at this time through the alliance of the two groups. Active cooperation 
of the independent finance companies in the National Automobile Dealers Asso
ciation program crystalized following numerous conferences between National 
Automobile Dealers Association and finance conference executives. The National 
Automobile Dealers Association program received their full endorsement and de
cision to get squarely behind it and aid in making it effective. 



REPORT ON MOTOR VEHICLE INDUSTRY 355 

The decision to work together to correct the problems common to both groups 
and which so seriously affect their present and future profits marks an epochal 
step in the history of this industry. Establishment of the Automobile Dealers 
Research Foundation was determined upon in order that those engaged in the 
automobile business or those who might consider entering the business could 
possess facts relative to the profit possibilities and the various problems surround
ing the business that have never been available heretofore. 

The facts now being disclosed through the National Automobile Dealers Asso
ciation trade survey concerning the condition of dealers has served to focus the 
attention of everyone connected with the industry on the need for prompt and 
effective action to bring about correction. The independent finance companies 
have agreed to do their part by cooperating in the movement to correct the un-
satisfactor}' conditions which today interfere with profitable operation. 

Some of the conditions that must be corrected and that contribute to dealer 
operating difficulties are: 

1. Unprofitable dealer operation, caused by too manj' dealers; multiple dealer
ships; competitive cros.s-selling. 

2. Used-car losses. 
3. Factory domination and coercion. 
4. Current unsound finance terms and practices. 

I n the coUection of data for the use of the research fomidation the 
independent finance company's representatives were to contact the 
dealers and explain the purpose of the Automobile Dealers Research 
Foundation, 

I n 1934 the Natio"na.l Automobile Dealers Association made a spe
cial trade survey of dealers' activities. I n this study a comparison 
of dealers of aU makes of cars was set up. I n 1935 a more elaborate 
survey was planned and put into execution. Under this plan blank 
forms were submitted to dealers for the return of information neces
sary to complete the reports pla.nned in the survey. By 1936, after 
all preliminary work was completed a,ncl the data compiled, the asso
ciation had comparative figures ready for the years 1933, 1934, and 
1935. I n the year 1937 the trade was again requested to submit in
formation pertaining to the sales of new and used cars for 1936 and 
1937, and after the tabulation of this data all charts were brought up 
to date and published in the association's buUetin of Jmie 1938. 

Tabulations covering trends of a.utomobUe selUng for the calendar 
years 1936 and 1937 were prepared by the national association for the 
benefit of the trade, and in addition an 8-year trend in car-sales oper
ations from 1930 to 1937 was completed. A tabulation on passenger 
and commercial cars with 586 dealers reporting and a tabulation cov
ering 9 months' trend from January to September 1937 was prepared. 
Data -wdth respect to dealers maldng a net profit or loss for 1935 and 
data in connection with facts about General Motors, as disclosed in 
their 1935 a,niiual report, was also prepared. I n addition to the above, 
the national association prepared other miscellaneous data such as 
tabulations showing the number of dealers reporting from cities of 
various populations and number of dealers reporting by makes of cars 
handled. 

I n describing the studies made by the association the president 
stated as follows hi his address to the membership at the annual 
meeting held in Detroit, AprU 26, 1938: 

As has been our custom for several years, we have made m.any trade surveys 
of considerable importance. Studies have been made of sales volume, inventories, 
inventory turn-over, costs of doing business, profits, return on invested profits, 
return on invested capital, and other important elements in business management. 
Our office is becoming a growing source of information sought by dealer groups, 
factories, sales finance companies, trade publications, financial papers, and all 
other organizations interested in the problems of the automobile industry. The 
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data of this character we have available in our office has brought us recognition 
and prestige which is quite complimentary to say the least. 

Employee-employer relations.—Due to the great number of indi
viduals employed in the automobile industry, especially in the retail 
merchandising of motor velncles, the National Automobile Dealers 
Association has employed an experienced counsel for the purpose of 
maldng the necessary study of the relations that exist between the 
employer and the employee. The general counsel of the associtition 
has been delegated to make the stud es in connection with this subject 
and initiate educational programs for the purpose of keeping the em
ployees satisfied and to see that conditions are such that each employee 
is able to earn a reasonable wage. As controversies very often 
develop through misunderstandings that arise from time "to time 
between the employee and the employer, the general counsel of the 
national association is charged with the responsibilitj'- of reduchig such 
controversies as much as possible through the educational programs 
that he plans. 

Relati-p-e to employer-employee rela;tioiis, an official of the national 
association stated that: 

Strife and conflict between employers and employees in the retailing industry 
has been a confusing and disturbing factor during the past several years. Na
tional Automobile Dealers Association has endeavored to make an impartial 
examination of such occurrences, their cause and effect, and particularly how they 
w-ere being treated with fairness and equity to all concerned. Our studies have 
been recorded in booklets and other printed matter, which are available to mem
bers of the association. We have been brought into conference with many local 
groups and have given what seemed to be helpful advice on many occasions. 

Used-car market value study.—At the inception of the Code of Fair 
Competition approved by the Federal Government under the author
ity of the National Industrial Recovery Act, officials of the National 
Automobile Dealers Association, along -v\dth officials of the National 
Recovery Admimstration, attempted to enter into an agreement with 
the National Used Car Market Report, Inc., of Chicago, 111., to 
publish the maximum used-car trade-in values. The Blue and Red 
Books which the corporation had been issuing for approximately 25 
years were the mediums through which the figmes were to be pub
lished. In the publication of these used-car values the Clncago cor
poration was to be assisted by the national association and the figures 
approved by the National Recovery Admhustration. After con
ferring for a time the parties concerned were imable to agree, due 
primarily to the fact that a satisfactory purchase price could not be 
arranged. Thereafter, the National Recovery Administration, in 
approving the code for the motor vehicle retailing trade, delegated the 
national association as the agency responsible for the compUation, 
publication, and sale of the used-car guide which was to be designated 
"The Official Used-Car Guide." Values used in the official giude were 
to be made up from sales reports submitted by member and nonmem
ber dealers throughout the United States and from these actual 
reports of sales the average selling price of the average conditioned 
automobUe of a particular make, model, and year, for the several 
districts, was to be calculated by the national association according to a 
formula approved by the National Recovery Administration. 

The used-car price established according to this approved formula 
constituted the maximum price and was not to be exceeded by any 
retail automobUe dealer under penalties provided for under the admin
istration of the National Recovery Act. 
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When the National Industrial Recovery Act was declared unconstitu
tional, the motor-vehicle trade demanded that the national association 
continue the publication of the Official Used Car Guide and that the 
studies which bad been initiated be carried on. Being no longer 
hampered by Government regulations, the association began using 
additional factors in the determination of used-car values, according to 
statements made by an official of the national association. This 
official further stated that the association used a weU-trained staft' of 
16 persons whose fiUl tim.e was devoted to the analysis and compUation 
of information that v,̂ as secured. 

Less than 1 j'-ear after the national association began compUiiig the 
official guide. Jack Frost, the executive vice president, issued the 
follo-v\dng bulletin dated January 28, 1936, to all automobile dealers in 
reference to the National Automobile Dealers Association used-car 
program: 

The recommendc^tions outlined in the attached booklet are the result of a 
careful study. Full consideration has been given to the legality of the program. 

Many plans have been proposed of late, but unfortunately most of them either 
are in conflict with existing laws or fail to provide practical long-range usefulness. 

In our opinion, which has been confirmed unanimousl.y by the board of directors 
of National Automobile Dealers Association, the program outlined in the attached 
booklet is sound, jiractical, and possible of accomplisliment. Both the emergency 
angle and the provision for permanency are dealt with. 

First, we se-t up an ideal; 20 percent gross profit in the used-car department. 
Second, we seek to determine if the individual dealers themselves approve of 

the program. 
Tliird, we ask the dealers to indicate their willingness to contract with the 

central agency for the purposes set forth in the booklet. 

In connection with the central agencĵ  the following recommendation 
appears in the booklet: 

We recommend that the dealers, obligate themselves to furnish to a central 
agency, for dissemination among tliemselves, information bearing upon or con
cerning the operation of their used-car departments, so that the dealers may 
make use of such information in the management and control of the individual 
businesses as they, in their own judgment and discretion, shall deem best. Such 
information should be furnished at regular intervals upon forms, such as those 
reproduced herein (exhibits A, B). I f any factory or factories shall adopt the 
.suggestions hereafter made, copy of such forms should be furnished such factories 
and an effort made to have the report forms required by the factories and required 
by the dealers' central agency substantially the same ii i order to simplify the 
bookkeeping labor of the dealers in making such reports. 

Each dealer should specifically obligate himself for a definite period of time, 
;say 2 years, to accurately fill out and mail the required reports upon the desig
nated forms at regular intervals. 

Each dealer should also agree to give free access to his books of account and 
all records to any authorized representative of the central agency, and to permit 
,such examinations as may be requested from time to time by a properly authorized 
Tepresentative of said central agencj'. 

Each dealer should agree to pay to the central agency a stipidated sum in the 
event of the failure to furnish the above-mentioned reports, and to pay the cost 
•of any special audit of his books which may establish -the fact that any report or 
reports furnished by him are substantially incorrect. 

The obligation of the dealer to make the reports and pay the sums above pro
vided for should be guaranteed by a suretj' company's bond. 

In order to provide a-nieans-'for collecting, auditing, analyzing, and disseminat
ing information with reference-to the operation of the dealers' used-car depart
ments, an appropriate central agency should be established. I t is suggested 
that i t be known as the motor vehicle used-car auditing board and that it consist 
•of a board of nine trustees who would be men of outstanding ability and integrity 
and who would command the confidence of the entire body of dealers. Its 
members would be design.ated in the first instance by the board of directors of 
the National Automobile Dealers Association, and the members of this agency 
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could then provide appropriate means for their organization, methods of opera
tion, appointment of successors, etc. 

The central agency would have to emploj"- an adequate operating personnel, 
which should consist (1) of accounting experts from recognized accounting firms; 
and (2) regional certified public accountants directly in the employ of the agency. 

The functions of this agency should be— 
1. To receive the reporting forms of the various automobile dealers. (See 

exhibits A and B,) 
2. To analyze and compile the information contained in such forms and to 

make public a monthly report, clearly showing the degree of gross profit actually 
effective in the used-car departments of dealers by groups, by makes, by States, 
or individually by dealers' names. In case of the publica-tion of dealers' names, 
the name of all dealers in any one State or States should be published at the 
same time, 

3. To send representatives, properly authorized, into each dealer's place of 
business at not less than quarterly intervals, to audit the dealer's records for 
purposes of education and adjustment of the findings of the central agency. 
Also to make special audits from time to time as may be deemed desirable, 

4. This board would not have anj' power or authority to, directl.y or indirectly, 
compel any dealer or dealers to adopt or carry out any policy or pohcies, or to 
transact business in any particular way or, particularly, to compel any dealer or 
dealers, to actually conduct their used-car departments at a gross profit of any, 
particular amount, but would only have power to compel each dealer to make the 
reports on the forms provided and to make the audits called for above. 

5. The financing of this central ageiicj^ should be done bj ' dealers' agreement 
to direct his factory to add the sum of (J ) to each billing of a new 
car and remit such sums from time to time to the central agency. 

H< ."is ^ ^ 

1, The payment of the expenses of the central agency can be financed through 
the payment of $2 per car for each new car sold by each manufacturer to its 
dealers, such payment to be made to the motor-vehicle dealers used-car auditing 
board, or 

2. Through the payment of S2 per car for each used-car time-sales contract 
received by the various finance companies. 

The Jack Frost system was put into operation in some localities 
in view of the foUowing statement made by an official of an association 
in one of the Southwestern States to an agent of the Commission in 
substance as foUows: 

There is no sponsorship of any association or appraisal system, such as was 
started several j'ears ago. After successfully operating for about 6 months a repre
sentative of the attorney general's ofiice for the State of Texas called and made an 
investigation of the methods u.'sed in this cooperative appr.aisal system known as the 
Jack Frost system was threatened with indictment for violation of the Texas 
antitrust laws, and advised by its attorney to plead guiltj^ rather than fight the 
case. This plea resulted in a fine of $500, and no attempt has been made to 
appeal,, or to again form such a cooperative plan. 

Under date of June 11, 1937, the National Automobile Dealers 
Association submitted to State and local association managers a folder 
containing a description of the various types of used-car loss-control 
plans that were being used by local dealer groups throughout the 
country. In this description entitled "Controlling Used Car Losses 
Through Cooperation," the foUo\ving paragraph appears with respect 
to the use of the official used-car guide in the determination of used-car 
allowances: 

The other plan is known as the " Michigan plan" because i t was originated in 
Muskegon, Mich,, by Isaac P. Ellison. This is a modified code procedure, in, 
which top allowances are determined each month by the current market situation, 
based on the national Automobile Dealers Association Official Used Car Guide. 
Bids are not recorded as in the west coast plan, but every participant is required to 
maintain certain specified rules and to furnish information to a central office per
taining to all deals. 
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Fm-ther on hi the discussion of the several control plans in the 
pamphlet circulated among State and locad association managers by 
the national association, the foUowhig paragraph appears: 

The Official Used Car Guide of the National Automoliile Dealers Association 
is the yardstick of values for trade-ins. 

Under "Rules," hi further discussing the Michigan control plan, 
the foUo-wing statements appear in the pamphlet prepared by the 
national association: 

1, The National Automobile Dealers Association Guide is the onlj"- standard of 
value to be used in making allowances, a percentage being fi.xed monthly, de
pendent on the used-car inventory. There are several modifications pertaining to 
models more than 7 years old, to radios, commercial cars, wrecks, demonstra
tors, etc. 

Preparation of Official Used-Car Guide,—Tbe Official Used-Car Guide 
is com.pUed and distributed monthly by the National Automobile 
Dealers Association to approximately 23,000 subscribers. The com
pUation and publication of the Guide is handled by a separate division 
of the association composed of a specially drafted personnel from a 
private enterprise engaged in a similar undertaking. The personnel 
of the Guide division was organized in October 1933, soon after the 
Nalional Industrial Recovery Act went into operaton. During- the 
period of the N. R. A. the Guide was ciuite extensively used by retaU 
dealers, banks ancl fhiance companies in view of the fact that it was 
made the official publication for used-car trading in the United States 
under the code for the automobile industI-}^ 

Under the National Automobile Dealers Association plan of gather
ing factual data for the compilation of the official giude the United 
States is divided into nine trading areas called districts and a separate 
guide is issued monthly for each of these nine districts. Boundary 
lines between these districts maj^ be changed from time to time and 
the number of districts may be changed, depending upon the manner 
in which the average values work out. When the averages begin to 
come together between two contiguous districts then these districts 
are combined into one wduch reduces the number of guidebooks and 
consequently reduces guidebook expense. 

Dividing the country into geographical divisions as stated above is 
not necessitated by differences in freight costs alone as there are 
special conditions in the different sections that wUl influence prices 
beyond freight difi'erences, as for example, when tobacco prices are 
high and crops abundant in North Carolina and Virginia the prices 
for used cars in that district tend to be higher than normal for that 
area. Prices in the guide for the Detroit area are usuaUy the lowest 
as compared to any other section of the country and prices for the 
Pacffic coast are the lughest. Dividing the countrj^ in more districts 
might result in a better guide but the cost would become prohibitive 
if the number of divisions were greatly increased. 

Material for the guide is gathered by supplying dealers -with forms 
upon which they report their used-car sales. As soon as a report is 
submitted by a dealer a new set of forms is forwarded to that dealer 
for the purpose of keeping this phase of the operation fresh hi his 
mind. I^Tiile this method is more costly than if a dealer is kept well 
stocked with blank forms, the results are much better and the reports 
are sent in more regularly. 

It' 
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This report form requires the dealer to submit information with 
respect to the make of the car, year, body style, capacitj'-, serial 
number, motor number, the actual price at which the car was sold 
and the reconditioning cost. These reports are received daily and 
are checked ancl edited. All cars manufactured before 1930 are 
eliminated and reports of sales of late model cars at an extremely low 
price are also thrown out, 

A record is made of the data submitted by the clealers on slips that 
are assorted accorcling to make of car, body style, and j'ear, and each 
sort is arranged in numerical order. After some years of experiment
ing, a plan has been worked out which involves the use of a standard 
deviation formula through which the extreme sales, lugh and low are 
eliminated and only the intermediate sales between the high and low 
are used in computing the averages. 

As there is a period of about 45 days between the time data for a 
new book begins to come in and the publication date, ancl as value 

I {I would change to some extent during this period, a "dealer check" is 
jl li; made in order to obtain the dealer's opinion as to whether or not he 

i I j thinks the averages are out of line, 
jj A mailing list of cooperating dealers who have shown a wUlingiiess 
;j I to supply local .used-car data is kept up to date for the purpose of this 
'i \ -\ I dealer check. When average values have been ciompiled from deal-
• !: ! ers' reports these values are recorded in such a way that sales values 

J ;: j for Chevrolet cars can be submitted to Chevrolet dealers and Ford 
Jj l j ! sales can be sent to Ford dealers, etc., for such dealers to indicate 
ii;': 11 wdiether or not the average values are in line. The suggested changes 
!:'•;J submitted through notations placed along side of the average value 

:! ; ;•( compiled by the association, whether plus or minus, are taken into 
i j ' , j- account when the final tabulation is prepared for the printer. Through 

this method of getting the dealer's opinion on average values shortly 
before the books are printed there is only a lapse of about 1 week for 
a change to occur. 

In the manual of operations of the National Automobile Dealers 
Association the following instructions are set forth in connection with 
the preparation of the official guide: 

Each sales report shall be reviewed for the purpose of cheeking the identifica
tion of the make, year, serial model, body type, etc., of the car reported in order 
that the proper code reference number shall be placed thereon. 

Each sales report coded shall show in addition to code reference number, the 
price section book number in w-hich said report is to be-used, also, the initial sig
nature of coding operator. 

A serial number identifying the district and sales report shall be stamped on 
each sales report, in order that the National Automobile Dea.lers Association may 
determine the number of sales reports used in computing published prices for the 
active section of the National Automobile Dealers Association official used-car 
guide price section for each district and issue. These serial numbers are to be 
used as a means of identifying the tabulating classification card, recording the 
information sho-i\m by the sales report. 

In order to arrive at true averages insofar as used-car values are 
concerned, the manual of operations sets forth the following: 

The method which is used by National Automobile Dealers Association in 
establishing averages is called the median mean method. 

In reflecting fair market values, it is necessary that only sales of the better 
grade be given consideration in determining its value. 

In determining fair market values for better grade used automobiles it is 
necessary to eliminate those sales from consideration -which are subnormal or 
extremely abnormal. 
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In a further discussion on methods used to establish fair average 
prices the foUowmg statements appear in the manual of operations 
issued by the National Automobile Dealers Association: 

We believe the most adequate modification -̂ î-hich can be used practically is a 
combination of the mean and the median, whereby the effect of the abnormally 
high or low sale is eliminated, and -fi'hereby the prices of the majority of the 
"better grade used cars" are taken into consideration in arriving at an average. 

Management service.—For the purpose of keephig dealers in the 
retail hidustry infoimicd as to the most profitable procedure to foUow 
hi the se-y-erai departments of their business, the national association 
maintains a management-service department which is operated imder 
the supervision of a reliable merchandising and accounting analyst. 
As questions arise in the industry in comiection with this service, i t 
is to this department that the general manager or the assistant general 
managers will turn for a solution of these questions emanating from 
the trade. 

Officials of the association are requested in manjr histances for a 
solution of a dealer's problem with respect to management service 
in view of the fact that the success or failure of a busmess venture 
depends to a greater extent on the ability of the management than 
on any other factor. According to statements made by an associa
tion official, i t is not uncommon during times of depression to find 
some clealers operatmg at a profit while others are operathig at a 
loss, winch condition is brought about to a great degree through 
management of the business. 

I n a.n accounting bulletin issued b}^ the national association durmg 
the predepression period an analysis of one dealer's accounts disclosed 
the follo\ving results with respect to net profits: 

Gross volume increase 1926 over 1925, 9.3 percent. Unit increase, new oars, 
1926 over 1925, 58.8 percent. Net profits, 1926 decrease, 73 percent. 

The above figures, taken from a dealer's own records show to what an appalling 
extent net profits can be dissipated, even in the face of "improved" business. In 
other words, i t is the eternal story of the industry whenever a dealer strives for 
volume without insisting also that he get his proportion of net profit out of each 
car sale made. 

This dealer's figures were given to us after he had heard of the National Auto
mobile Dealers .Association program of budget and expense control. Ten thousand 
dealers in the United States have been provided with the skeleton outUne de
veloped by H, M. Faucher, certified public accountant, accounting consultant of 
the National Automobile Dealers Association, but the dealer furnishing the above 
figures had never heard of the method until last week. He says that nothing 
will be permitted to obstruct his budgeting 1927 operations and that the only 
thing that will keep him in the business is the knowledge tha-t dealers are budgeting 
and controUing ex-pense and making profit through the guidance given them by 
the National Automobile Dealers Association. 

* * * . * * 
These budget statements will be pubhshed in detail by the National Auto

mobile Dealers Association and mailed regularly each month to its members. 
The next article will explain in detail how much expenses a dealer selling 50-60 
cars a year can incur and make a net profit out of: his business. The next one of 
these budget articles will be mailed td you October 8, and thereafter montiily. 
Don't miss them. Regardless of the size dealership you are operating, Mr. 
Fauclier's budgeting information will be of immense assistance. 

I n a bulletin iiut out by the national association in March of 1931, 
the accounting supervisor of the National Automobile Dealers Asso
ciation stated as follows: 

Last month we discussed the advisability of truly segregating into their various 
totals and into a grand total, all items of occupancy, general and administrative 

1712,Sr!—39 26 
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expense (0, G, and A.). We also pointed out the three major characteristics of 
these items, i . e., (1) insofar as they are controllable in any business they are 
subject to -the control of the general manager only, (2) that they are incurre.d 
for the benefit of the business as a -ft'hole, not for the benefit of any specific depart
ment; and (3) that they tend to originate in the element of time, not in the 
element of volume. 

•iî j, 1 

This obvious fact should be clear to every general manager. I f he wiU permit 
us to charge and distribute to departments fixed occupancy, general and adminis
trative expense items as we see fit, we can make any one or two departments of 
any business show exactly what we want sho-wii during any period. Where the 
object is not a discount reduction, or is not a cut in territory, the motive seems to 
be to exaggerate the profit of the new-car department and debase the worth of 
other departments more directly under dealer and distributor control. 

In the national association's bulletin of June 1938 the results of 
the survey completed by the National Automobile Dealers Associa
tion for the year 1937, with respect to profits, is described as follows: 

Effects of the business recession on automobile-dealer earnings are clearly 
shown in the results of the survey recently completed by National Automobile 
Dealers Association covering the year 1937. Four hundred and twelve repre
sentative dealers of all makes, all size operations, supplied the data. 

Final net profit for the year averaged less than 1}| cents for each dollar of sales, 
which was slightly less than the amount reported by the same group of dealers for 
1936, I t is significant to observe that the greatest loss occurred during the last 3 
months of the year. At the end of September, reporting dealers showed an 
average operating profit of 2?̂  cents per dollar of sales. The falling off in business 
coupled with year-end clean-up activities in the closing months of 1937 resulted in 
cutting this 9 months' profit figure almost in half. 

This emphasizes once again the importance of the oft-repeated statement, there 
is only one net profit, based on the final complete operations for the entire year. 
Substantial operating profit accumulated during the first 9 months of the year, 
can be, and frequently is, consumed in the last 3-montli perio,d. 

For the information of our members, we a,re reproducing on page 7 charts show
ing the trend in automobile retail selhng for the 5-year period, 1933 to 1937, 
inclusive. Chart I covers new- and used-car - departments only. Chart I I 
embraces the complete retail operations. Analysis of the figures will prove of 
interest to every management-minded dealer, because they clearly indicate what 
has happened in the past and the factors that have contributed to profit or loss. 

The ma.nagement consultant and analyst of the national association 
v/riting on common but vital mistakes in general management, states 
that: 

The elements affecting profit-creating practice naturally divide into two 
major groups. On the one hand, we have those elements strictly within control of 
the individual general manager, and on the other hand those elements wholly 
bej'ond influence or control by any one individual. Insofar as these latter ele
ments can be influenced at all, that beneficial influence must come through local, 
State, and National trade association effort. 

* * * * * * ;i; 

A study of the operating figures of 1,058 dealers reporting to National Auto
mobile Dealers Association on the 1934 trade survey reveals they did not reach the 
annual profit point in their business until w-ell past Christmas. -

A dealer cannot break even until $2 in gross margins is procured for each $1 in 
annual total fixed expense. The minimum desirable sales performance is that 
which procures ,$2.50 in gross margins for each $1 in annual total fixed expense. 
The ideal is -$3 to $3,33 to each $1 in .annual total fixed expense. 

National Autoinobile Dealers Association Bulletin.—In order to keep 
the membership mformed with respect to matters that affect the dis
tribution of motor vehicles, the trend of the industry and the eft'orts 
made to promote the hiterests of the dealers, the National Automobile 
Dealers Association publishes a monthly bulletin and progress reports 
which are circulated among the dealers, Tlnough the medium of this 
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bulletin dealers are informed of the results obtained by the trade 
survey's made by the national organization and the attitude of the 
association in connection with such subjects as the trade-in and over-

; allowance policy, quality dealer program, and used-car values. 
, Overalloioances on used cars,—In an article appearing in the asso-
i ciation's bulletin of April 1936, the foUowmg appears with respect to 

,5 high used-car a.llowan(;es: 

By reason, of uncontrolled competition among de.ilers selling the same factory 
.( product, the public becomes the dominating factor in determining the retailer's 

selling costs, A businessman without control of his costs or the selling price of 
the goods he handles is in the position of a navigator whose ship has lost its rudder. 
Regardless of how experienced or able the navigator may be, his ship will flounder 
helplessly in the waves until i t lands on the rock.s or sinks. That practically illus
trates the position of the automobile retailer under present conditions. 

To correct this fault, there is but one answer—some practical means must be 
devised to take dealers who sell the same make of car out of ruinous competition 
with each other when bidding for the prospect's used car. The claim that but 

J 20 percent of the dealer's new-car sales are profitless deals because of intercompe-
< tition for the used car, is to ignore actual records of thousands of sales tran.sac-

tions being made daily the oouiitr}'" over. Bargaining for a high used car "allow
ance" is an established public custom, and not an exception -to the rule. 

? The better class of merchants in other lines uphold tlie price as well as the 
quality of their goods. The automobile manufacturer who now gives the public 

- outstanding value iu his product can do the same. I f reputable merchants inspire 
public confidence by maintaining their price, reputable automobile manufacturers 
can do the same. Bargaining destroys confidence. The buyer never knows 
when he has hit bottom. In the case of the used car, unless the prospect feels that 
he has received the very maximum "allowance, " regardless of the injury to the 

i dealer, he will still harbor the thought that he was treated unfairly, 

J I n referring to used-car values, the president of - the association, at 
^ the amiual membership meeting in Detroit, April 26, 1938, stated: 

j One of the greatest services that National Automobile Dealers Association has 
* rendered the automobile industry during the past several years has been the 

collection, publication, and dissemination of the most accurate information 
I available on used-ear values. 

Qualily dealer prog-ram.—In an editorial under the caption "Quality 
Merchandise Deserves Quality Dealers," published in the National 
Automobile Dealers Association, Bulletin of October 1937, the 
following statements appear: 

Now that engineering and production has reached such perfection, the attention 
' of the industry's leaders should be focused on the problems of distribution, the 
i quality merclia.ndise of today is entitled to quality representation in the field. 

"A real quality dealer program" is needed. Not a program of generahties and 
platitudes, but of action. 

One major volume manufacturer has actually inaugurated such a program as a 
part of its established sales policy; others are giving it serious consideration. 
The reaction from the dealers of that group where the program has been placed in 
effect indicates beyond question that the adoption of the quality dealer program is 
productive of satisfactory results. 

Of necessitj'-, a "quality dealer" must be one who is amply financed, who has a 
proven record as a merchant, who is a good manager. The standards of a dealer
ship should be set up both as to capital requirements, buildings, personal character, 
and any and all other qualifications desirable to obtain the highest type repre
sentations. 

To talk "quality dealer" without taking the steps to make it something tangible 
is merely giving lip service to an ideal. To preach "quality dealers" and at the 
same time add new outlets by the hundred in communities already overcrowded 
with dealers is gross misrepresentation. 

The practice of adding new outlets under the theory that "outlets mean sales" 
without proper regard to the profit opportunit.y of existing dealers .and with the full 
knowledge that when sales slump it will be the case of "the devil take the hind
most" should be abandoned in this industry. 
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Highway safety.—The National Automobile Dealers Association 
has pledged its support to all organized effort with respect to the 
safety of human life on public highways. The association's stand on 
matters of pubhc safety, according to statements made by one of its 
officials, is not based primarUy on the fact that fatal accidents along 
the pubhc highway act as a deterrent to sales of motor vehicles, but 
more directly to the fact that highway safetj^ is a moral responsibility 
that aU citizens should recognize. 

For the purpose of guarding the traveling public ancl making the 
highways safe for the greatly increased traffic that use them, the manu
facturers of motor vehicles formed a safetj^ foundation. When this 
body was being- formed by the manufacturers, the National AutomobUe 
Dealers Association, thi-ough a resolution passed by its board of 
directors, like-wdse became active with respect to matters of safety. 

In connection with public safety the following article appears in the 
December 1937 issue of the association's bulletin vidth regard to the 
attitude of the two major branches of the motor-velncle industry on 
this subject: 

• Industry has begun a new war on traffic accidents. In the automotive industry, 
the manufacturers recently formed a safety foundation and the National Auto
mobile Dealers Association, by resolution of its board of directors, likewise is 
active. However, traffic accidents are caused by the drivers of the cars, or by the 
carelessness of pedestrians. In the latter case, 44 percent of fatal traffic accidents 
involve pedestrians, thus requiring safety motorists to be doubly careful, not only 
in watching liis and other cars, but in watching those who cross his path. 

Automobile dealers have a responsibility in this movement. They have put 
the cars on the streets and highways. The annually increasing death toll can 
easily result in legislation that may vitally deter retail sales of motor vehicles. 
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CHAPTER XI. COOPERATIVE E F F O R T S OF AUTOMOBILE 

DEALERS TO OBTAIN AND E F F E C T U A T E CONTROL OF 
COMPETITION 

SscTiOiSr 1. NATURE ANn SCOPE OF DISCUSSION 

Origin of movement to restrict competition.—Plans to lessen competi
tion in automobile retailing have been developed largely through the 
efforts of dealer associations ancl have to do principally with the 
restriction of price competition among their members. 

During and for about 2 years following the termination of the 
World War the demand for new cars exceeded the supply. Dealers 
found i t deshable and Yery profitable to take used automobiles in 
trade. I n 1921 and 1922, however, the production of new automo
biles exceeded the demand and dealers began to find i t increasingly 
difficiUt to sell used cars taken in trade as part payment on the pur
chase price of new vehicles. As a result there were many failures 
among motor-vehicle clealers due to losses taken on accumulated 
stocks of used cars which tliej^ were able to dispose of only at large loss. 

Tins situation led to the development of cooperative plans a.ppar-
ently for the purpose of maintaining manufactm-ers' prices on new 
vehicles and reducing dealer losses by Umiting and fixing allowances 
on used vehicles taken in tracie. From the early 1920's untU October 
1933, when the motor-vehicle retaUing industry came under Federal 
regulation under the National Industrial Recovery Act, there was a 
steady growth in activities and plans to prevent overallowances on 
trade-uis. During the N . R. A. period, 1933-35, a resulting effect of 
the code developed for the automobile retailing industry was to make 
national in scope a plan for the regulation of used-car allowances and 
to otherwdse regulate competition among dealers. Invalidation of the 
code in 1935 threw the whole situation back to associations of retailers 
and there was a great renewal of activities and plans for local control 
of retail competition. Many of the plans developed are m operation 
today. 

Sco-pe of discussion.—The investigations made in coimection v/ith 
this inquiry of dealer plans to control competition, largely thi-ough 
restriction of trade-in allowa.nces, was necessarUy limited in scope. 
Cities in which i t appeared that plans were hi operation were visited 
ancl in most instances copies of the contracts or agTeements under 
which clealers cooperated were obtained, together with sufficient addi
tional data to demonstrate that plans were hi operation, but no ex
haustive hivestigations were made to determine the extent to which 
such, plans are adhered to by their members, or to what extent trade 
was restrained, prices controlled, or competition otherwise restricted. 

I n ensuing sections of this chapter the efforts of trade associations 
of clealers to exercise control over competition through their own 
efforts ancl through the aid of State or Federal regulations are outlined 
brieflj^. Typical organizations and plans in existence today are 
described and legal aspects of these plans are considered. 

365 
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SECTION 2. HISTORY OF AUTOMOBILE DEALER PLANS TO RE,STRICT 
COMPETITION 

Used-car operations the principal subject of dealer -plans.—When, fol
io-wing the war, the used car became an increasinglj^ important factor 
in the retaUing of new motor vehicles, dealer "plans" to establish 
uniform prices and othervv-ise restrict competition m the sale of new 
and used motor vehicles appeared. I t w-as claimed that dealers, by 
granting overallowances on used cars taken in trade, were dissipating 
theh profits in the new vehicles sold. Therefore, plans were formu
lated for the primarj'- purpose of preventing overallowances on used 
vehicles taken in trade as part of the purchase price of new vehicles. 

Among the earlier attempts were the Troy plan, the Appleby plan, 
the Saginaw plan, the Noyes plan, and the Windsor (Ontario) ]Uan', 
and numerous others in the period preceding N. I . R. A, Each of 
these pla.ns was later abandoned because of public disfavor, manu
facturer pressure, pressure from law-enforcement agencies, economic 
depressions, or because of the faUure of dealers to cooperate. 

Efforts to obtain Federal control.—At the time the President approved 
the Code of Fair Competition for the Motor Vehicle RetaUing Trade, 
on October 3, 1933, the retaUing industry was admittedly in a de
plorable condition and bankruptcies were common. The code for the 
automobUe retaUing industry was the first retailing code adopted and 
was hi answer to the Nation-wide request by dealers. 

The general purpose of the code was stated to be that of "hicreasing 
employment, estabhshing fair ancl adequate wages, aft'ecting [effecting] 
necessary reduction of hours, improving sta.ndards of labor, and elimi
nating unfah trade practices to the end of rehabilitating the motor-
vehicle retaU trade and enabling it to do its part toward establishing 
that balance of trades which is necessary to the restoration and mainte
nance of the highest practical degree of public welfare," 

In carrying out the aims and poUcies of the code, a dealer was for
bidden to sell a new motor vehicle at reta.il for less than the factory's 
list price plus an amount equal to ta.xes, extra equipment, transporta
tion, and cost of handhng. Exceptions recognized were sales to 
members of the proprietor's unmediate famUy or members of his 
organization, sales of cUscontinued models, and sales of models soon 
to be outmoded. AutomobUes used for demonstration purposes and 
those used by executives were sold at the full retail price, unless driven 
for a period of at least 60 clays and a distance of not less than 3,500 
miles or when manufacturers had annoimced changes in models. 
RetaUers were not allowed to sell at greater prices than those existing 
on July 1, 1933, except when justified to meet increases in wages, 
ta.xes, and invoice costs. 

I t also was declared to be an unfah trade practice for a dealer to sell 
automobUe parts, accessories, and supplies at other than the manufac
tm-er's published list price adjusted to include all taxes, except to duly 
authorized dealers or established service stations operating under an 
N. R. A. code. Finance charges likewise were regulated. 

The code provided that speedometer readings on new automobiles 
for sale should be accurate. Provisions for territorial restrictions were 
also included. 

DetaUed regulations were provided governing dealer allowances for 
used cars directly, indhectly, or by subterfuge accepted "in trade." 
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The "values" of used vehicles of all models for a given market area 
were established and published every 60 days and were based on actual 
sales tro.nsacted during a precedhig like period. Dealers were pro
hibited from accepting in trade any used vehicle at an "allowance 
price" of more than published "value," plus a minimum selling, hand
ling and reconditioning charge computed according to a specified scale. 
I t was provided that an official guide be published for each trading 
area, embodying the established "values" of used cars as determined 
by averaging the 80 percent Jiighest prices received through actual 
retaU sales made dining the preceding 60-da.y periods. Compliance 
with the pro-\dsions of the code was enforced by a Uqiiidated damages 
agreement. 

As partially described above, the code included amendments 1 to 3. 
Amendment 4 was approved December 8, 1934, Its purpose was— 
to permit the making of contracts, or the submission of bids, upon the basis of a 
used-car allowance current at the date of the contract or bid and the completion 
of such contract or bid in a subsequent guidebook period, even though the subse
quent guidebook may change the maximum permissible allowance: such contracts 
to be entered into for future delivery only when the dealer, for reasons beyond his 
control, is unable to make early delivery to the customer. One of the conditions 
of the contract shall be that delivery shall be accepted by the purchaser as soon as 
the dealer is in a position to make delivery. 

Amendment 5, approved March 23, 1935, changed much hi the sec
tions pertaining to usecl-car evaluation but, as the Schechter decision 
was handed do-wn almost exactly 2 months later, it is not thought 
necessary to enumerate the changes effected by that amendment. 

After the invaUdation of priocipal features of the N. R. A, program 
by the United States Supreme Court, in the Schechter decision of May 
27, 1935, the President of the United States ancl the National Congress 
were beseiged by requests from motor-vehicle dealers and theh trade 
organizations to put into effect a substitute plan. 

By Executive order of September 26, 1935, President Roosevelt, 
pursuant to the authority vested in him by section 2 (a) and section 
2 (b) of title I of the National Industrial Recovery Act, certain pro
visions of wluch title were extended until AprU 1, 1936, by tho joint 
resolution of June 14, 1935, delegated— 
to the Federal Trade Commission all authority vested in me by said Act and reso» 
lution to approve such trade practice provisions as are permitted by clause num
bered 2 of the proviso of section 2 of said joint resolution and submitted in volun-, 
tary agreemen-ts pursuant to section 4 (a) of said title of said Act: Provided, That 
such approval shall not be given by the Federal Trade Commission unless such • 
agreements contain labor provisions putting into effect the requirements of section 
7 (al of the said National Industrial Recovery Act and after such labor provisions 
have received my approval. 

Subsequent to the date of the above Executive order of the Presi
dent, the motor-vehicle retail industry, through its recognized organ
ization, the National Automobile Dealers Association, on Jime 13, 
1935, made formal appUcation to the Federal Trade Commission for 
a trade-practice conference. Preliminary conferences between author
ized representatives of the industry and members of the Commission's 
Trade Practice Board were held, and a tentative draft of trade-practice 
rules was submitted by the dealer representatives for presentation to 
the Commission through the Board. 
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This Commission disapproved the rules presented: 
for the reason that four of the six rules proposed embodied an illegal price-fixing 
arrangement and would tend to unreasonablj^ restrain trade in violation of the 
Federal antitrust laws, including the Federal Trade Commission Act.' 

I n annoimchig that four of the six rules had been disapproved, the 
Commission made i t Imown, however, that: 
i t had advised the industry the other rules submitted would be approved if 
revised in conformity with certain suggestions made by the Commission. 

The foregoing action of the Conmiission was taken without prejudice 
to the right of the industry to submit new or revised rules. After an 
intervening period of several months the Commission was informed 
that no further action was contemplated by the industry at that time, 
and on Ma.y 29, 1936, the industry's application was closed by order 
of the Commission, 

On September 16, 1936, the Washington Automotive Trade Associa
tion, of Washington, D . C., made appUcation to the Commission for a 
trade-practice conference on behalf of those engaged in the sale of 
motor vehicles and equipmient in the District of Columbia and im
mediate tracie area. Upon considering the apphcation, the Commis
sion deemed i t inad-vdsable to hold a regional conference and directed 
on May 13, 1937, that: 
the applicant for the conference be advised that the Commission would be pleased 
to consider an application for a Nation-wide conference. 

On June 30, 1937, the National Autom.obile Dealers Association, 
on behalf of the entire industry, filed an application for a trade-
practice conference. On AprU 26, 1938, the conference was held at 
Detroit, Mich., at which the industrj'- adopted tentative trade-practice 
rules and submitted them to the Commission for consideration. . Final 
action has not yet been taken on these rules. 

Efforts to obtain State control.—Following the Schechter decision. 
May 27, 1935, there was considerable agitation for State legislation 
providing for codes of fair competition or their equivalent. The 
influence of this wave of sentiment is stiU being seen in State legis
lation. Autom.obile retailers and their trade associations' have been 
successful in their demands for pi'o tec tive legislation in a number of 
the States, As of November 1938, at least 21 States licensed dealers 
in new cars and used cars taken in tracie; in 5 additional States used-
car dealers are licensed; in at least 3 States municipalities are em
powered to license dealers; in 5 other States bills have been introduced, 
but not enacted, proposing to hcense dealers; and in at least 1 addi
tional State surveys are being conducted preparatory to the intro
duction of proposed State legislation. Each of the somewhat recently 
enacted motor velucle dealer licensing acts of Nebraska, Wisconsin, 
Ohio, and Iowa, more fully discussed in another section of this chapter, 
goes far in restoring some of the dealer-protective features of the 
former N . R. A. Code for the Motor Vehicle RetaUing Trade. I n the 
Nebraska act, for instance, "willfully or habitually making excessive 
trade-in allowances [on used cars] for the purpose of lessening com
petition or destrojdng a competitor's business" is sufficient ground for 
denia,!, suspension, or revocation of a dealer's hcense to do business. 

As of November 1938, laws regulating the importation of used 
motor vehicles (into one State from, another) have been enacted in 

> From a Federal Trade Commission press release under date of November 1, 1035, more fully ciuotod In 
sec. 5 ol this chapter. 
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13 States, principally, i t seems, to stem or retard the heavy interstate 
fiow of used vehicles from northern ancl midwestem markets hito the 
Southern and Western States. As to the constitutionality of these 
statutes, the first court test was on the Florida act, in the Florida 
Supreme Court,^ wherein the measure was declared constitutional. 
The first test of a statute of this type in a Federal court came approxi-
ma.tely a year and a half later, hi which a North Carolina statute 
was declared unconstitutional. The case was decided in the Federal 
Di.strict Court for the Eastern District of North Carolina in the case 
of McLain et al. v. Hoey et al,, on July 19, 1937. The North Carolina 
and Florida statutes are very similar. Acts regulating the "caravan
ing" ^ of motor vehicles have been passed in several States, a New 
Mexico statute being declared constitutional in Mo?f v, Bingaman 
(298 U . S. 407), and a somewhat similar Cahfomia statute being 
declared unconstitutional in Ingels v. Mo?f (300 U . S. 290), the two 
statutes being differentiated in the latter decision. 

Holders of dealer licenses in 11 vStates must maintain a record of 
all motor velncles solcl or exchanged. I n 12 additional States dealers 
must maintain a record of all used motor velucles solcl. Twentj^-six 
States require that a fu l l report of all vehicles sold by dealers shall be 
made to the motor-vehicles department at stated intervals, independ
ent of applications for new registration. 

AutomobUe retaUers and independent finance companies have 
urged the passage of "anticoercion laws on sales financmg" in 18 
States, Along with other retaUers, they have probably played a 
part in the adoption of statutes preventing price discrimination in 
24 States and like-wdse -with the passage of statutes prolubiting sales 
below cost in the 15 States where such measures are broad enough in 
scope.to include automobUe sales. Further activities of automobile 
retailers and their local. State, and National associations in sponsor
ing State legislation and State conunission rulings considered bene
ficial and opposing those considered detrimental are innumerable. 
An official of one State association, in reporting to an executive of 
the National AutomobUe Dealers Association, stated: 

About 200 of the 2,000 bills proposed in the legislature directly afl'ect the auto
mobile business * * * never has a measure directly aimed at the business 
been oassed, unless it happened to be beneficial * + * these number about 
1 in 50. 

Private control attempts.—The post-N. R. A. period heralded an era 
of unusual acti-vity in cooperative attempts on the part of dealer 
groups and trade associations to continue, by privately formulated 
codes and agreements, the poUcies of the N . R. A. Motor Velucle 
RetaUing Code, Freed of N . R. A. regulation, the industry had been 
plunged immedia.tely into a highly competitive condition such as that 
which immediately preceded the N . R. A. I t seems natural that 
privateh'- formulated plans to restore the more popular features of 
the code should parallel eft'orts to obtain legislation from the National 
and State Governments. 

One such scheme, named after its founder (an official of the National 
Automobile Dealers Association), the Jack Frost plan, and ofl'ered to 

^ In the case of State cr rel. Leathers v. Coleman (12.3 Florida 23; 166 Southern 220). 
' A "caravan" of motor vehicle."; is a group of 2 or more motor vehicles cnnnected by "tow bars" and 

operates under the power of a single vehicle, requiring the services of a single driver. I t is well estalillshod 
that such Sl procession o( vehicles, somewhat rigidly connected together, causes unusual wear on highways, 
especially at curves, "Caravaning" is a v,̂ ell-lcnown method of transporting new and used motor vehicles. 
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the industry by the national organization in January of 1936, received 
dealer approval in a number of mstances. The Michigan (or Mus
kegon) plan and the west coast (or HoUywood) plan were by far the 
most wdclely accepted plans for controlling competition, and the great 
majority of such control plans now in existence are offshoots of these 
two plans. 

The Michigan (or Muskegon) plan.—According to a National Auto
mobile Dealers Association Bulletin mailed to managers of State and 
local associations on June 11, 1937, the Michigan plan originated m 
Muskegon, Mich,, and is described in part as follows: 

The so-called Michigan used car loss control plan is predicated on the "top 
sheet," or high limit allowance idea, and is operated with a fraternal association 
set-up which provides a penalty of ostracism in the automobile-retailing circles 
of the community for persisten-t violation of certain practices. I t is a continua
tion of the code principle under N, R. A. but with local control. 

The Official Used Car Guide of the National Automobile Dealers' Association 
is the yardstick of values for trade-ins. 

The provisions for discipline are declared to be as effective as they are interest
ing. Associations where the plan has been in operation some time report that i t 
works. 

Once a member, then resigning or having his membership taken away, the 
dealer who goes "wild" is designated an "outlaw," All association members are 
pledged to report every deal in which the "outlaw" is concerned. They all center 
their attention on taking each deal away frohi him, or in making each deal un
profitable for him, to the extent that the dealer who suffers a loss in so doing is 
reimbursed from association funds. 

A period of 10 days, following notice, elapses before every regular dealer is 
supposed to sever all relations -with any bank, finance or investment company 
with which the "outlaw" does Inisiness, 

The word "dealer" is defined as meaning a salesman or authorized agent, as 
well as the dealer himself, A system of fines is provided before the "outlaw" 
stage. The fines range from .1)25 for the first offense to $100 for the fourth aud 
subsequent ones, the fifth being sufEcient for cancelation of membership. Any 
dealer who does not pay his fine automatically forfeits membership. 

^According to the National Automobile Dealers Association BuUetin, 
results from appUcation of the Michigan plan show very favorable 
returns from the member-dealer's point of -view. As stated in the 
buUetin: 

An idea of. the saving is obtained from, two dealers, one -with a new-car delivery 
of 289 units, who made a saving over the year before, with the same number of 
cars, of $11,700. The other, with 600 cars, saved $10,000. The average saving 
runs from $25 to $40 per new-car de.al. There has been a general increase in 
business, and no effect upon competitive registration or price class percentage of 
competitive groups. As for the public, the manager states: "They just realize 
that there is a top figure on their car, and have to take i t . " 

That the Michigan plan survives in the place of its birth was verified 
by Jay B. Hornbeck, dhector of sales, Muskegon District Auto Trades 
Association, Muskegon, Mich., in an address before the 1938 National 
AutomobUe Dealers Convention, Detroit, Mich., on April 27. In the 
address Mr. Hornbeck explained the bhth and nature of the plan, the 
general results, and stated that the dealer-members sold 96 percent 
of the motor vehicles sold in the Muskegon territory. In a question-
and-answer period following the address, the manner of establishing 
and adhering to maximum prices was brought out as follows: 

MEMBER. I don't know what the plan is, 
Mr, HoHNBBCK, Used-car control. 
MEMBER. Do you have a central point where you appraise cars (used cars 

taken in trade)? 
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Mr. HORNBECK. We take the National Automobile Dealers Association Guide 
Book and take the top figure, whicli we feel is high, and make allowance for recon
ditioning. 

5^ ^ l^C- ^ i\i 

MEMBER. HOW do you arrive at the final price that they pay? 
Mr. HoKNBECK, We take this into consideration. Most de.als are lost, not for 

10 or 15 dollars, but what a salesman could give away out of his commission, and 
we have a selling price. 

MEMBER, That is the top price, and no one exceeds that? 
Mr, HoRJfBECK, No one exceeds that price. If there is a question, then we 

call the sales director. 

Other pertuient information brought out during the question-and-
answer period is as follows: 

MEMBER. HOW long has the plan been in effect? 
Mr. HoKNBECK, This is the third year; we started January 15, 1936. 
MEMBER, HO-VV much mone.y do you feel it saves you? 
Mr, HORNBECK. I will make this statement: One dealer claims it is v/orth a 

thousand dollars a month to him. One dealer, from actual figures in 1936, gave 
the amount as $12,700, 

MEMBER, HOW many failures have you had? 
Mr, HORNBECK, NO failures. We have had a dealership sold, and the new 

dealer is carrying on, but he was very liquid and, in fact, in fine shape. Another 
interest was sold out, but there has been no change to .speak about through 
failure. 

MEMBER. Who is the judge as to accepting the car? 
Mr. HORNBECK, The administrative committee and myself. 
MEMBER. How does a dealer know about it if a car has been appraised by two 

or three others? 
Mr. HORNBECK, We meet every Monday noon, and we discuss those matters. 
Mr. HoRNEB,. Has there been anj' question as to the legality of it? 
Mr. HORNBECK. The National Automobile Dealers Association has checked i t 

and the Michigan association, and they have come to the conclusion th.at it is 
intrastate business and not interstate. 

As to enforcement of the provisions of the plan, Mr. Hornbeck 
stated in his address: 

Dealers that shpped, and a lot of them did, were brought before the adminis
trative committee and fined accordingly. These fines ran anywhere from 25 to 
100 dollars, depending on the offense, and were collected on the spot. 

The west-coast (or Hollywood) plan.—This plan, accordmg to the 
National Automobile Dealers Association Bulletin of June 11, 1937, 
previously mentioned, orighiated in Los Angeles, CaUf,, "several years 
ago." In describing this plan, the National Automobile Dealers 
Association stated: 

The so-caUed west-coa.st plan of used-car loss control consists of a central 
exchange for recording used-car appraisals. I t discourages the shopping proclivi
ties of the prospect and assures the automobile salesman that when he works up a 
deal, some other salesman will not come along and take it away with a higher 
used-car allowance, without first giving the original salesman an equal opportunity 
to meet that allo-waiice. 

There are many intricate points that only a person trained in the work could 
put in operation. For instance, there is a card system that gives 30 different 
cards -with an identifying color for the ones to be pulled at the end of 30 days. 

Then there is the "preliminary call sheet," the number of which is the receipt 
number of the dealer's call. There are "checking" calls, which mean inquiries. 
They do not have any standing with the deal. In other -ft'ords, a bid is not 
"pegged" until after another dealer "stands" on the first bid. "Standing" means 
he will not exceed the first appraisal and "checking" means he is not interested in 
the de.al, a.nd consequently a checking call cannot peg the bid. Suppose a dealer 
is alone, except anollher dealer has checked. The first one can raise his own bid 
or lower it, as the case may be. Whereas, if the second dealer had "stood," the 
bid could not be moved except with the knowledge of the other dealer concerned. 
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The cost of installing this plan varies, of course, with the size of the city and 
the number of dealers involved. In one major metropolitan city, the installation 
cost was $500. This involved 63 dealers. The participants now number 101 out 
of 108 dealers in the .area. Expense for this operation runs approximatel}- $1,200 
a month, which is obtained bj-- a charge of $1 per new unit sold (excluding trucks), 
-whether they have called the bureau on those units or not. Five operators, an 
office manager, and a general manager are employed. About 400 calls a day are 
handled. One operator is employed part time at night. 

Operating expenses average from $1 to $2 per new car sold. Contrast this 
expense with the savings of from $25 to $45 per car resulting from the plan, and it 
is apparent the cost is extremely moderate, and represents an excellent investment. 

According to the numerous rules of operation described in the bulle
tin, only used cars being traded iu on new cars are governed. No 
appraisal is offered on any car wdthout first contacting the bureau to 
ascertain if some other dealer has registered a prior bid. If the car 
is not Usted, the clealer may offer any figure he desires. If the car is 
listed, he will not exceed the bureau figure without proper notice to 
competitors on the deal. Appraisals must be reported to the bureau 
promptly. Cars remahi hsted in the bureau for 30 dtiys, after w-hich 
listings automatically expire. 

Cars listed in the bureau may be reappraised (a) hy consent of the 
committee of dealers appointed for that purpose; or (b) by tbe orig
inal appraiser if no other dealer has "stood" on the original bid; and 
(c) bids may be raised "with the consent of the -bureau manager, if 
agreeable to all dealers showm on the deal. If a secondary bidder 
makes the raise, the original bidder has a period of grace in w-hich to, 
first contact the prospect; if the original bidder requests tbe raise, 
after a secondary bidder agrees to stand on the original bid, then the 
secondary bidder has the time of grace. All dealers wdio have called 
regarcling a listed appraisal are notified if any appraisal is raised. 

Radios must be appraised separately from the car; allow-ances for 
used radios may not exceed $25, No separate allow-ance is authorized 
for any accessory except the radio. All cars listed in the bureau which 
are taken in trade on new cars must be reported in writing to the 
bureau on the day delivery is made. Also, all bona fide orders taken, 
which involve the trade-in of a used miit, must be phoned in at once 
as a "close." AU automobUe appraisals must be made in even figures, 
in multiples of $5, No extra service, discoimt, accessorj-, cash con
sideration, or secret rebate of any kind may be given in order to in
fluence a sale. All new cars shall be delivered at the established retail 
selling price, except those sold to governmental agencies, obsolete 
models, demonstrators, and executives' cars, after they have been in 
service 90 days. 

Additional rules provide that dealers may not sell back to cus
tomers any automobUes taken in trade from such customers at a figure 
less than the allowance made on such car. Dealers are prohibited 
from oflfering for sale on "consignment" any used unit wdthout first 
having registered same wdth the bureau. No limit is placed on orig
inal appraisals, and there are no penalties for violations. The plan is 
said to be entirely voluntary and depends upon the "honor" of the 
dealers. I t is provided that dealers shall report any dissatisfaction or 
apparent violation of the rules to the bureau manager. The commit
tee, one of its members, or the bureau manager, then calls upon the 
complaining dealer, as weU as the dealer complained against, and the 
matter "is amicably and satisfactorUy settled, in conficleiice." 
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The bureau operators, under the plan, are permitted to give out 
only routine information to authorized persons. The operators are 
not permitted to give out information regardhig the date of the orig-
ina,l appraisal, the ilame of the original appraiser, or the number of 
calls that have been made regarding any particular automobUe. 

The bureau is secretly located, neither the pubhc nor the dealers 
knowing its whereabouts. In addition to the personnel, necessary 
ecpiipment is confined to a rotary card file, 30 different tj'-pes or colors 
of cards, a battery of telephones, ancl regulation office furniture. Tel
ephone numbers are not listed. Each clealer is given a code number 
by wdiich he identifies lihnself when telephoning the bureau, said code 
number being changed at frequent intervals. The following routine 
in callhig the bureau is adopted: 

(1) Call the bureau number. Bureau will answer "Statistics." 
(2) Identify yourself by symbol, to be furnished, 
(3) Identify yourself by code word, 
(4) Give motor number of vehicle. 
(5) Give year, type, make of unit (allowing time for that information to be 

WTitten properly in ink), 
(6) Give license number as an extra precaution if i t [the ear] has current-year 

plates. 
(7) Ask for, or give all such information as you wish recorded. 
(8) Wait for the entire transaction to be repeated back to you, 
(9) Demand receipt number, which will be given as evidence that the repeated 

information is properly recorded. 

AU bids and inquiries are phoned to the bureau. Al l "closes," 
meaning bona fide orders that go into the imdelivered bank, and bona 
fide orders for unmediate deliverj^, are phoned to the bureau. Daily 
written reports as to the used miits taken in trade ancl the amounts 
allowed therefor are submitted "on the days the new units are deliv
ered." That information goes on the "dail_y report" form. 

The reason for the "daUy report" is stated to be—• 
that when the dealer first contacts the bureau about a used unit the bureau makes 
out a card showing pertinent information. That card stays in the file 30 days 
until i t becomes "dead," unless the dealer reports a "close" on it, in which case 
it will remain in the file until the dealer shows i t coming into his stock on the 
delivery of the new unit. The bureau is advised of that fact on the "daily 
report." 

An important phase of the plan consists of uniform reports, one 
giving the bureau's confidential phone number, the confidential code 
when i t is changed, and the mdividual dealer's, confidential identifying 
number. Another is called the "graveyard" notice to the dealer, 
telling when the 30 daj'-s are up on his orighial appraisal, and that 
he can renew on the day of the night the card leaves the file, and 
warning him, any secondarj'- bidder can reregister the next moi'uing 
if he should be negligent, A list of the units concerned is given in 
the report. A similar notice is sent the secondary bidder if the orighial 
bidder does not reregister. There is another form provided for the 
dealer's use in reportmg deliveries. Another report form is a "pre-
limhiary call sheet" which the bureau uses in recordhig appraisals. 
Another form used is a monthly statement to each member dealer 
advising as to the number of new-car deliveries the dealer reported, 
for wdiich the bureau collects $1 or $2 per unit, the fee being for oper
ating expenses for the bureau. 

Since the majority of "plans" now- in operation have very similar 
rules and use the sa.me appraisal bureau set-up as the west-coast plan, 
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i t will not be necessary hereafter to do more than describe their 
respective principal features. 

Used-car appraisal guides.—The earliest efforts of automobile dealers 
to control used-car tradmg took the form of compilation, and use of 
usecl-car guides, or manuals, the first of which appears to have origi
nated in Clucago about 1911, winch subsequently developed into the 
Blue Book and the Red Book now published by National Market 
Report, Inc., of Chicago, Some of the earlier books ŵ ere based largely 
upon actual sales transactions, others reflected the opinions of theh 
compilers, and still others were composed of extremely low "values" 
deUberately prepared for the purpose of "shocldng" the customer, 

il I thereby rendering hhn more amenable to a small offer for Ins used 
car offered hi tracie. The latter type of ajipraisal guide was Imown 
throughout the trade as the "shock appraisal guide." 

With the development of automobile-dealer orga.nizations to con
trol prices, or otherwise restrict competition among competmg dealers, 
the used-car appraisal guides were instruments easUy converted to 
such schemes, the suggested allowances contained therehi becoming 
the actual prices agreecl upon or used as base prices by w-hich uniform 
prices were readily computed. 

Most of the more recently formed valuation bureaus still contmue 
to make use of the pubhshed "giudes" although' some develop their 
own valuation sheets or guides, ancl others, in actual operation, do 
not demand strict adherence to any particular published guide, but 
depend more upon other m.etiiods of regulating bidding on used ca.rs. 

Several publishers of "used-car values" were contacted during the 
investigation. Of the publications in use today the Official Used Car 
Guide, pubhshed by the National AutomobUe Dealers Association, 
of Detroit, Mich., and the National Market Report Guides, previ
ously mentioned, are the most widely used. The National AutomobUe 
Dealers Association pubUcation was the official guide adopted for use 
by the Motor Vehicle Retailing Code Authority and in 1935 had a 
circulation of 23,000. copies, the service retailing for $12 per annum. 
Description of the publications named above may be found in another 
chapter of this report. Several publishers of less widely kiiowm, used-
car-appraisal guides -were contacted and the nature of their piibhca-
tions are hereinafter briefly reported. 

The Northwest Used Car Values published by the Northwest 
Publisliing Co:, of Seattle, Wash., and San Francisco, Calif., is in use 
primarily in the cities of Seattle and Spokane, Wash,, and Portland, 
Oreg, L. W, Thomas, manager ancl owner of the controlling interest 
in the publication, is a Packard dealer in Seattle. Mr. Thomas stated 
that he had pubhshed the guide for 10 years prior to his affiUation 
with the Packard Motor Co. and since that time the active compUation 
of statistics has been done by an assistant. Sixty dealers doing 
business in Seattle, Spokane, and Portland are visited at regular 
intervals and from them sales information is obtahied from wluch 
the average prices, or values, are computed for publication. The 
pubUcation Usts, for the majority of the makes and models of used 
cars offered in trade, (1) the orighial factory list price, (2) the recon-
chtioned resale value, and (3) the maximum trade-in value. 

The Kelley Blue Book, published by Les Kelley, used-car dealer of 
Los Angeles, Calif., was first issued in 1923, and has been published in 
revised form every 2 months since the original issue. This used-car-
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allowance guide is, accordmg to its publisher, not based on prices of 
•actual sales but upon the experience of men engaged in the usecl-car 
business. Advice is received from approximately 200 dealers in the 
State of California. The circulation of the book is approximately 
7,000 copies. The cost of the service is $9 per annum. 

The Market Analysis Report, published by the Used Car Statistical 
Bm-eau, Inc., of Boston, Mass., George A. Cohan, president, is, ac-• 
cording to an employee, "an mdependent organization operated on a 
commercial basis." The iniblication was first issued hi 1922, and 
fm-nished automobUe clealers and other interested parties with manu
facturers' list prices and used-car prices, or values. The used-car 
values are determined from sales records submitted by automobUe 
retailers. The service is furnished for a fee of $12 per annum. 

The Pacific Coast Official Guide, Los Angeles, Calif., is published 
by Burt Roberts, executive secretary of the Motor Car Dealers Asso
ciation of Southern California and the Los Angeles Motor Car Dealers 
Association, both of Los Angeles, Calif. According to literature ch-
culated by the publisher the guide is composed of (1) complete de
scriptive data; (2) serial numbers, weights, and factory list prices; 
(3) average resale selling prices of used cars and trucks; and (4) whole
sale values of used cars a.ncl trucks. The manner of compUation and 
revisal of material comprising the Pacific Coast Official Guide is 
described in section 3 of tins chapter in reports concerning the activities 
of the above-mentioned associations. 

The purpose of the publication is expressed in a circular letter signed 
by Mr . Roberts ancl addressed to southern California dealers under 
date of December 8, 1936. The letter states: 

In supervising the publication of this guide, the associations (Motor Car Dealers 
Association of Southern California and Los Angeles Motor Car Dealers Associa
tion) are undertaking to relieve the used-car problem in this area and are answer
ing the requests of the dealers for an accurate, impartial price guide. 

SBCTioisr 3. D E A L E R P L A N S I N V E S T I G A T E D 

Nature of cooperative organizations to control price competition.— 
Investigations in a number of cities where motor-velucle dealers are 
cooperating in fixing and maintaining prices or otherwise lessening 
competition among themselves, indicate that the customary method 
of effecting these objects is through use of an appraisal bm-eau. The 
typical "control plan" of today combines the appraisal-bureau feature 
of the "west-coast plan" with penalty provisions such as were an un
portant part of the "Michigan plan." UsuaUy a code or agreement 
in the form of rules a.nd mutual pronuses provides the basis of tbe 
cooperative endeavor—sometimes resembling a miUtilateral contract 
and at other times strikingly simUar to the National Recovery Admin
istration code under which the dealers had previously operated. 

I n some cities, representatives of certain automobile manufacturers 
are cooperating in varying degrees in the operation of the "plans," 
the most common service bemg the fm-nisliing of records of new-car 
sales, upon which the fees of the dealer members are customarUy 
based. In other cities, no trace of manufacturers' approv.al or super
vision is apparent; in fact, in some instances, price-control plans were 
reported dissolved and abandoned because of manufacturer disfavor. 

I n some instances, membership, in a "plan" is confined to clealers 
selling the products of one manufacturer and in others the member-
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ship is enlarged to embrace all dealers licensed to sell new motor 
vehicles in the area affected by the "plan," I t is to be noted that re
gardless of the Ihnits established regarding eUgibility, the "plan" is 
unsuccessful in operation imless a majority of dealers eligible for 
membership participate. I n other words, where membership is con
fined to retaUers of one make of car, a majority of such retailers doing 
bushiess m the area affected by the "plan" must cooperate or the 
"plan" is ineffective. Likewise, where the membership is enlarged to 
embrace dealers hi new cars of all makes a majority of new-car dealers 
in the area affected by the plan must cooperate or the plan is 
meff'ective. 

Public Imowdedge of the operation of a control plan is often fatal 
to its existence. This accoimts for the overwhelming popularity 
(among dealers) of the "west-coast plan" with its hidclen-appraisal 
bureau, the location of which in many instances is kept a secret even 
from the member dealers who support i t . 

I'he Twin City Ford Dealers' Association, Inc., of St. Paul, Minn ,— 
Memberslnp hi this association is confined to Ford dealers located in 
Minneapolis, vSt. Paul, the suburban areas of these cities, and the city 
of Anoka. AU dealer members reside hi ancl do business in the State 
of Minnesota. The expressed purpose of the association is to "stop 
smaU price chiseling." The report of the Commission's examiner, 
based on a description given by A. H , Lord, executive secretary of the 
association, as to the manner hi which the plan is operated is as 
follows: 

The first Ford dealer that a prospect with a trade-in contacts registers the 
allow-ance he is willing to make on the prospect's trade-in, vv'ith the association. 
The first succeeding dealer contacted by this prospect must (if he desires to make 
a higher bid rather than to "stand" on the prior bid as registered with the bureau 
or drop out of the bidding entirely) increase the dealer's offer by at least $25. 
Thereafter, each offer mu.5t be made $50 higher on Ford cars, if they increase at 
•all. On all other makes of cars each raise is $25. Each dealer registers all second
hand appraisals and offers made thereon with the association. Each dealer must 
contacii the association to ascertain whether some other dealer has made an offer 
previously. 

Each member of the association is suppUed with usecl-car appraisal 
sheets for use in determining the values or prices of used cars offered 
in tracie as part of the purchase price of new vehicles. Regarding 
the formulation of these price statistics the report of the Commis
sion's examiner, based on a description given by the association's 
secretary, is as foUows: 

Each dealer finds the cost of reconditioning second-hand cars bj ' years, adds 
thereto the seUing expense and deducts this figure from the selling price, arriving 
at a figure that is the greatest possible trade-in allowance that could be given hy 
him on a trade-in and still break even. All these member reports are taken 
collectivel}' by the association and the averages are computed therefrom. 

On aU other cars not listed on the appraisal sheets, the method used 
is reported as follows: 

Each member dealer takes the N, A, D. A, (National Automobile Dealers 
Association) Guide Book and deducts 20 percent from the suggefeted trade-in 
value shown therein. 

Each member of the association is assessed a monthly fee based 
upon the number of new cars sold a.nd deUvered to him by the manu
facturer. The association's secretary stated that the records of sales 
are secured from the Ford branch office in St. Paul, Minn. 
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The Buick Dealers' Association of the Philadel/phia metropolitan 
zone.—Tins PhUadelphia, Pa., association is composed of all Buick 
dealers located in PhUadelphia County and in certahi portions of 
Bucks, Montgomery, and Delaware Counties, The association 
operates a competition control plan, apparently wdth the sanction and 
close cooperation of factory sales representatives, wdiich in many 
respects is different from any other "plan" investigated, 

'The Philadelphia metropolitan zone is a "multiple dealer area"— 
a thickly populated urban territory wdiere a number of dealers vending 
the same make of automobUe are located in a single small geographical 
area and are customarily in keen competition wdth one another. By 
vhtue of contracts wdth the manufacturer Buick dealers located in 
other than "multiple dealer areas" are assigned exclusive sales terri
tories and infringement of territory is prevented to a large extent 
through penalties enforced by the manufacturer. I n the Phila
delphia metropolitan zone each Buick dealer has been assigned certain 
wards constituting exclusive or semiexclusive tradmg areas, referred 
to by the dealers and by the manufacturer's sales representatives as 
"zones of influence." The competition control plan is largely a plan 
to enforce the territorial rights of the Buick dealers located in the 
PhUadelphia area ancl to enforce a clivision of customers principaUy 
through a method of controlled bidding on used cars offered in trade 
as part of the purchase price of new cars. 

According to a PhUadelphia Buick dealer wdio ŵ as interviewed in 
Jime 1938, the association has been operating intermittently "for the 
last 5 years," This dealer stated that the Buick Motors Division of 
General Motors Sales Corporation has expressed objection to ap
praisal bureaus and for that reason previous association eff'orts w êre 
not permanent. He stated, however, that since March 1938 the 
association has followed a plan w-hich is factorj ' controlled and that 
the office of the association is now located in the same buUding in 
w^hich the Buick Motor Division zone office is located. The associa
tion's oflcice aftords appraisal service on used cars after the manner 
of an appraisal bureau a.nd for that purpose maintahis four tele
phones—two having Bell numbers and tW'O Keystone numbers. 

The control plan referred to by the dealer is one adopted by the 
association on March 14, 1938, copies of which were obtained from 
the dealer and from the files of the Buick Motor Division of the 
General Motors Sales Corporation at Detroit, Mich, Copies of 
correspondence obtained from the Buick. Motors Division at the same 
tune the copy of the PhUadelphia plan wa.s obtained reveal close 
cooperation between, the manufacturer's sales representatives and 
the Buick dealers of Pluladelphia in operating the present control 
plan. The correspondence to an extent appears to substantiate the 
dealer's statement that the present plan is factory controlled or 
supervised. 

Among the correspondence obtained from the Biuck Motor Division 
is the facsimile of a bulletin signed by "J. J. Costello, zone manager, 
Buick Motor Division, General Motors Sales Corporation" and bear
ing the penciled notation, "To all metropolitan dealers 'personal and 
confidential'," The bulletin is dated December 15, 1930, and is as 
follows: 

Within the past few days, we received a telephone call from an anonymous 
prospect who said that he was informed that it would be unnecessary for him to 

171;:;33—39 26 



378 FEDERAL TRADE C03IMISSI0N 

try and secure a better price in the metropolitan area, inasmuch as used-car prices 
were controlled, and that the plan had the full backing of Buick Motor Co. 

He took the time to inform us that he was fully acquainted with Federal and 
State laws regarding trade restraint. He told us many other things that space 
will not permit mc to enumerate. 

This is one of the many complaints that have come to us through "loose 
tongues," poor discretion, and improper control of salesmen. In addition to 
this, i t has been brought to our attention that two competitive companies arc 
using the association's activities as a means of combating Buick competition. 

The used-car manager of the Chrysler Corpor.«:.tion informed me last -̂ '̂eek of 
complete details regarding our methods of aj^praisal, etc. [Italics supplied.] 

Therefore, in consideration of all of these factors that are most detrimental to 
our mutual interests, you are hereby advised that the association is to dislDand, 
aud its activities discontinued forth-.vith. 

The above decision has been arrived at reluctantly—but is final. 
The dealers are expected to conduct their respeciiive businesses in accordance 

•with common sense, good judgment, and sounci business practices. No dealer 
will be permitted to function in a manner that would be detrimejital to the best 
interests of others. We will be the .judges of ethical or unethical practices. 

The plan that has been in vogue for the past 6 years for the reporting of orders 
to this office is to continue, so that we, in turn, may bulletin you daily,, Telephone 
your orders to Miss Whalen. 

No dealer will be permitted to accept an order from any prospect once that 
order has been placed with another dealer. 

Six days after the above notice to disband was served on the Phila
delphia Buick clealers 10 of the dealers signed a letter or petition 
requesting that a 3 months' trial plan "on the appraisal bureau method 
of operation" be instituted. One of the points in the three-point 
prograin outlined ŵ as that "John Costello be satisfied that the bureau 
activity is handled to eliminate public resistance to the bureau." 

A copy of "rules and regulations cff'cctivc January 4, 1937" was 
obtained from a dealer member of the plan, the rules being very shnilar 
to those later approved on March 14, 1938, The rules effective 
January 4, 1937, were apparently the rules of the temporarj^- 3 months' 
plan. The temporary plan evidently did not meet with complete 
approval by the manufacturer's sales representatives as evidenced by 
the following excerpt from a Buick dealer's letter addressed to Zone 
Manager Costello mider date of Apri l 6, 1937: 

The purpose of this letter is to acknowledge your telephone conversation of 
Saturday, April 3, in which you advised me that you had once more taken the 
matter up -with Mr. H. J. C. Miller, regional manager of Buick, and Mr. WiUiam 
Hufstader, general sales manager of Buick and that Buick's decision is, that the 
Buick De.alers' Association of Philadelphia Countj' must discontinue the present 
system of reporting appraisals to a central point. 

A member of the association stated in an interview wdth the Com
mission's examiner that in 1937 the Buick Motor Division installed a 
new dealer in tbe Philadelphia metropolitan area and that certain 
territory allotted other dealers was taken away from them and given 
to the new company, causing dissatisfaction. He stated that in 
March, of 1938 the Buick Motors Division sales manager was in 
Philadelphia and that each dealer in the Pbiladelphia area w'as given 
a definite zone of operation, A letter dated March 11, 1938, written 
by W. F. Hufstader, general sales ma.nager for the Buick Motors 
Division, and addressed to a Philadelphia Buick dealer ŵ ho had 
complained about the activities of a Buick dealership in wdiich the 
General Motors Holding Co. owned a major financial interest, is in 
part as foUows: 

Confirming our discussion of today, and in consideration of the continuation 
of the Lansdowne operation, we will'see to it that that operation will function 
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100 percent in accordance with the program which I discussed -with the Phila
delphia dealers yesterda}^ 

We will have it definitely understood that all so-called "original" appraisals that 
come into the Lansdowne zone of influence from another zone of infiuence shall 
be made on the basis of the retail price as given for the particular car in the 
National Automobile Dealers Association used-car market report. 

Should substantiated evidence be submitted that the Lansdowne dealership is 
violating the intent and purpose of the Philadelphia plan, then the operator of the 
Lansdowne dealership shall be eliminated. 

Four daj's after General Sales Manager Hufstader's discussion -with 
the Philadelphia Buick dealers on March 10, 1938, the 1938 byla-ws of 
i-ules and regulations was adopted by the dealers and the Philadelphia 
plan ŵ as in operation with the apparent sanction of Buick represen
tatives. 

On July 2, 1938, Buick Dealer E. J. PoweU wrote Sales Manager 
Hufstader, in part, as follows: 

Last Monday I appeared on the program at our Pennsylvania Auto Association 
convention. My talk was built around the factory-dealer conference table 
versus Government control. My main object was to help to defeat some radical 
resolutions that I knew would be brought before the convention. Such were 
defeated whether or not my talk was of any help, 

I used a general outline of our Philadelpliia-Buick plan as an example of an 
immediate conference-table accomplishment, and drew a comparison as to the 
time required for such a result through Federal Trade Commission or any other 
Government agency. I tried to bring out the fact that the dealers themselves 
could produce quicker and better results so long as they adhered strictly to a 
policy that was equally fair to factory, dealer, and public. 

In addition to that part of the letter quoted Powell mentioned that 
follow-'mg his speech he bad been requested by the manager of the 
National Automobile Dealers Association to give permission to pub-
hsh the address and that subsequently he had been requested by 
trade publications for copies of his address but that he had not given 
permission, beUeving that if the plan were pubhshed i t might be 
used by "our competitors." He enclosed in the letter a copy of a 
plan drawn up by the National AutomobUe Dealers Association, w'hich 
was based upon the Philadelphia plan and which was proposed for use 
by Buick dealers in all "multiple dealer areas" providing the Buick 
Motor Division would sponsor the plan. 

In reply to Powell's letter Hufstader on July 6 wrote, in part, 
as foUows: 

In answer to your letter of July 2, I agree with the first premise you have out
lined that if the Philadelphia plan were to be publicized it might have an adverse 
competitive reaction. Furthermore, there are so many different conditions 
existing in various metropolitan areas that to advance a plan that would fit every 
area, until such time as we feel more sure of it, would seem to me to be .an unwise 
thing to do. 

I think that a verbal discussion of it, such as you gave at the Pennsylvania 
Auto Association convention, wherein there might be an opportunity for personal 
discussion, is a much better way of handling it . 

I was verj- much interested in the reactions had to your discussion as you 
•outlined them. 

A letter -wi-itten by Powell to a fellow- member of the association, 
under date of July 6, 1938, further demonstrates the close cooperation 
given by the manufacturer's representatives. The letter is quoted, in 
part, as follows: 

I firmlj' believe that we Buick dealers should have a meeting at least once a 
month, No longer are -we working contrary to the wishes of the Buick Motor 
•Co., but in cooperation with their executives under our present plan. So far as 
I know they have given us 100 i^ercent cooperation but, after all, the responsi-
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bUity for its success rests with us dealers. We have no right to place this re
sponsibility upon ,Iohn Co.stello's shoulders. He only agreed to fulfill Buick's 
part of the obligation which, in my op)inion, he has done nobly. 

=!: * * Jjt :}; 

I f there is any dealer -who docs not like the plan, let him supply a better one. 
No one man has a monopol.y on plans, but so far this is the only one that has the 
wholehearted endorsement of our factory. 

The Philadclplua plan of March 14, 1938, factory approved—and 
accorcling to a dealer member, factory controlled—is substantially 
quoted as follows: 

MARCH 14, 1938. 

B Y L A W S OF T H E B U I C K D E A L E R S ASSOCIATION oir T H E PHiL.iDSLPHiA 
M E T R O I ' O L I T A N Z O N E 

ARTICLE 1 

SECTION 1. The name of this association shall be the Buick Dealers. Association 
of the Philadelphia Metropolitan Zone. 

SEC. 2. Its object shall be (o) To further a better feeling of good fellowship-
amongst its members; (b) a closer and better understanding of the prevailing 
conditions in the different members' organizations; (c) the pooling of suggestions 
for the mutual benefit of the members in the management of the retail safes, used-
car sales, parts sales, maintenance work, and, in general, all departments that 
go to make up a complete Buick dealers' organization, 

ARTICLE 2 

SECTION 1, The membership of the association shall be composed of every 
authorized Buick dealer doing business in Philadelphia metropolitan zone, and 
each dealership constitutes but one membership, notwithstanding the number of 
officers, emjiloyees, or branches of the dealer. 

SEC, 2. The dues of the association shall be as voted on by the members. 

A R T I C L E 3 

SECTION 1. The management of the association shall be placed in the hands of a 
board of directors, which shall consist of one representative from each of the 
members, and which will be the sole governing bodj'. 

* * ,ij 

RULES AND REGULATIONS 

Effective March 14, 1938 

NEW CABS 

No member, or his employee, will at any time allow a discount from retail sales 
price, as established by Buick Motor Co., in excess of— 

$50 on forty series. 
$60 on sixty series, 
$75 on eighty series. 
$100 on ninety series. 

nor shall they give any accessories or equipment in lieu of a discount in excess of 
the above discounts at retail prices, nor a discount on such equipment or 
accessories. 

No dealer will be permitted to take a used car in trade on a new car and resell the 
used car back to the original new-car purchaser at a loss in excess of the above 
discounts. 

These rules apply with the following exceptions: 

I t shall be the privilege of a dealer to sell to any member of its organiza
tion a car, equipment, or accessories at such prices as he sees fit, 

A dealer may sell anyone a car, equipment, or accessories at a discount 
when such discount is approved by Buick Motor Co, 
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Each member shall file with the association the model and frame and motor 
number of all demonstrators in service. A demonst-rator, salesman's, or 
employee's car must be held at least 3 months before being sold at discount. 

I t is distinctly understood that once an order is signed by .any of the 
dealers, none of the dealers will in any way try to have an order canceled, or 
make any overtures to the customer in an endeavor to upset the deal. 

ORGANIZATION 

In the interest of building up Buick representative organizations no dealer will 
be permitted to employ any person who has left anj' other dealer's employ (either 
voluntarily or involuntarily) unless the former employer agrees to the employment 
by the dealer desiring to give employment to such applicant, or unless applicant 
has been out of any Buicls: dealer's employ for a period of at least 1 year. Such 
agreement shall not be unreasonably withheld, 

USED CARS 

I t will be necessary to use an appraisal blank, and an appraisal must constitute 
an actual examination of the car, with, the consent of the owner. 

When appraising a used car, the dealer will record the same in detail on the 
forms provided, making as many copies as might be required. After completing 
his appraisal and arriving at the ne-t value to the customer and before quoting a 
price, he must, without fail, telephone the association, not only reporting his 
appraisal but ascertaining if a prior appraisal has been recorded. He must 
report his appraisal in detail, listing his deductions for reconditioning and giving 
the amount of his net a]>praisal. I f no prior appraisal is on file, his appraisal will 
then establish the net value of the used car, and the dealer becomes A dealer. 

However, if a prior appraisal has been recorded, the association will so advise 
him, cahiiig back the deductions as recorded by it, and fixing the net value. 

After the appraisal value of a car is established, it -will absolutely be binding upon 
every member operating in the territory, excluding the zone-of-infiuence dealer. 

In refiling an appraisal at the end of -the first 30-day period, the A dealer, upon 
physical examination giving mileage, may refile the appraisal 24 hours before its 
termination. 

At the close of business each day, all members must forward to the association 
copies of all appraisals made that day. These copies will act as a confirmation of 
the appraisals reported to the association during the day and therefore will be 
carefully checked by the association for errors or deviations from the appraisals 
as the}' w-ere reported. 

At -the close of business each day, all members must forward to the association 
a report of each bona fide order accepted that day; and if a used car is acceipted in 
trade, the report must show" that the trade-in is accepted in accordance with the 
appraisal on file in the association's oflice. The association will check these 
reports against the appraisals in file and then notify all dealers interested in the 
transaction that the order is on file. I t is not necessary to file an appraisal on a 
car to be traded in on a used-car sale. 

Realizing that the first dealer to file an appraisal has done most of the missionary 
work incidental to making a sale, i t is agreed that when the first dealer files his 
apiiraisal, he shall be known as dealer A; the second dealer filing an appraisal wiU 
be kiio-^'n as dealer B; the third dealer, C, etc. 

All of the members agree that when an appraisal is filed with the association by 
dealer A, dealer B is not permitted to allow- an amount exceeding $15 less than the 
appraisal of de,aler A, and dealer C in turn is not 2-)ermitted to allow an amount 
greater than $25 less than dealer A. Dealers D, E, F, etc., may allo-w a price 
equivalent to dealer C. This rule shall not apply, however, when a. dealer 
appraises a car, which car is registered in his zone of influence. In this event, 
such dealer appraising a car in his zone of influence may equal or exceed an 
.appraisal of dealer A, whether he be dealer B, C, D, E, F, etc. 

In order to eliminate concretely the ciuestion of jurisdiction, the prospect's 
owner card, wherever registered, will be the determining factor in -n-ho has juris
diction over the appraisal. 

Fleet users, in accordance with the contract, are exempt from these rules. 

PENALTIES 

The directors of the association may at any time request from the members of 
the o,ssociation that they deposit with the treasurer an amount, to be decided upon 
by the directors, which amount shall be held in trust and from which shall l)e 
paid any penalties imposed. 
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In the event any member of the association feels that another member of the 
association has violated any of the rules and regulations, and such member has 
thus been damaged, he may request a meeting of the board, at -̂ \'hich time he , 
shall register his complaint. The defending member shall have the right to de
fend his action, after which the complainant and the defendant shall be excused 
from the meeting, and they shall have no vote in the decision as to the merit of 
the claim, and the remaining members shall pass upon the justice of the claim, 
and the majority vote shall decide the guilt or innocence of the member. 

The member found guilty of such infraction will be fined by the directors the 
gross profit as allowed by Buick ou the transaction. Notwithstanding the above, 
the directorate shall have the privilege of remitting any fine, provided such action 
is a unanimous one. 

A complainant must advise the defendant of his intention to complain, and on 
what deal or basis he wiU complain, at least 3 days before the meeting convenes. 

* * * * * 

The following two amendments to the rules and regulations ol the 
Pluladelphia plan have been made since the March 14, 1938, rules 
were put into eft'ect: 

MAY 11, 1938, 
Dealer may sell a demonstrator to anyone in his own zone of infiuei ce, regard

less of his position in the bureau. 
As an " A " dealer, he may sell a demonstrator anywhere -svithin the metro

politan area, 

JULY 12, 1938, 

When a dealer is " A " on an apiwaisal originating in his zone of influence, he 
shall have 60 days' protection before refiling. 

In order to eliminate mistakes in the association office regarding a dealer's 
zone of influence, it was suggested that when a dealer reported an appraisal in 
his zone of influence that he request the person taking the appraisal to place the 
letter "Z" alongside of the letter designating his position. 

The plan is self-explanatory and needs little elaboration. 
The new-car sales provision as to mutual observance of maximum 

discounts based on the ma.nufacturer's established or suggested 
prices (General Motors has made no provision for adopthig a resale 
price maintenance policy as permitted by State price maintenance 
acts and the Miller-Tydings Act) obviously, i t appears, purports to 
effect a fixing of minimum prices, enforced by a penalty arrangement. 

I t is common loiowledge that the great majority of new-car sales 
involves the taking in tracie of used cars. Under the PhUadelphia 
plan, if strictly applied, maximum possible competition between 
Philadelphia Buick dealers in transactions involving a trade-in is 
limited to two dealers. The competitive results may be summarized 
as follows: 

1. I n instances where the "zone of influence dealer" registers the 
initial bid, no other clealer may enter into actual competition, 

2. I n instances where the "zone of influence dealer" does not enter 
into the bidding, ancl in instances where he does bid but his bid does 
not equal or exceed the bid of the initial bidder, said initial bidder has 
exclusive dealing privileges, no other dealer having the privilege of 
entering- into actual competition. 

3. I n instances wdiere the "zone of influence dealer" is not the 
initial bidder but registers a bid exactl}'- equal to that of the initial 
bidder, competition is limited to the two dead ers, and the customer 
may choose between them if he desires to trade with a Buick dealer. 

4. I n instances wdiere the "zone of influence dealer" is not the ini
tial bidder but registers a bid higher than that of the initial bidder, 
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said "zone of influence clealer" has exclusive dealing privileges there
after, and no other dealer may equal his bid—not even the initial 
bidder, 

5, In all instances above enumerated, carefuUj^ simulated com
petitive bidding is carried on, w-hich may not approach closer than 
$15 to "protected" bids. 

For example: A prospect is offered $200 for his used car by his 
"zone of influence clealer." Not satisfied with the dealer's offer he 
calls upon another Buick dealer, who, under threat of penalty, can 
ofl'er him no more than $185. He then calls upon a third Buick 
dealer, wdio, under threat of penalty, cannot offer the prospective 
customer more than $175- The customer then, it would seem, -'s 
supposed to go back to the "zone of influence dealer," thiiU^ing that 
the "zoi'te of influence dealer" is the most liberal of the dealers selling 
the make of automobUe he is deshing to purchase. 

A statement made hy a Philadelphia Buick de-aler to the Commis
sion's examiner in Jmie of 1938 was to the eft'ect that overallowances 
on used cars approximating $65 per new car sold were made by him 
during 1937—a, ĵ ear in wdiich factory ancl d,ealers were not in com
plete harmonj^ in regard to associational activities. No simUar esti
mates are avaUable for 1938, Tbe foUowdng excerpt from a letter 
written by dealer E. J. Fow êll to clealer Charles H. Davis, under 
date of August 6, 1938, is perhaps a general indication of the benefits 
to dealers resulting from operation of the 1938 plan: 

Personally, I think our cooperative plan has -vi'orked exceedingly well. No 
plan can work 100 percent. 

The Easi Shore Dealer Cooperative Bureau, Belleville, Rl.—The 
bureau is composed of a majoritj^ of new--car dealers operatmg in 
BeUeviUe, 111., and East St, Louis, 111, The office of the bureau is 
located at Edgemont, III, , midway between the two cities just men
tioned. The bureau operates in typical appraisal bureau form and is 
based on the orighial west coast plan. At first, membersliip in the 
bureau was confined to dealers located in Belleville, but at the re
quest of a group of East St. Louis dealers, membership was extended 
to include the majority of these East St. Louis dealers. At the time 
the East St. Louis dealers were admitted to membership, a code or 
agreement comprising the rules of operation was mutually signed by 
the East St, Louis dealers, and the purpose of the bureau is expressed 
in the preamble of that agreement as follow^s: 

Because the East St. Louis automobile dealei-s have long realized the hopeless
ness of their present position with respect to grosfi overallowances on used cars, 
brought about by a vicious competitive system, aggravated by both the dealer 
and the manufacturer, they herewith, by subscribing to a used car allowance 
agreement in conjunction with the Belleville automobile dealers, hope to curb 
the excessive losses v.'hich have prevailed in the business of iie-w-car selling. 

As described in the above-mentioned rules, all new cars sold by the 
dealers are to be sold at the established retail sellhig price (presumably 
the prices suggested by the manufacturers). Automobiles used for 
demonstration purposes and those used by executives attached to the 
dealer establislmients cannot be sold at a discount "untU they have 
been in service 90 days and have been driven 3,500 miles." All cars 
purchasecl by dealers from factory roadmen "are to be classified as 
demonstrators." In instances -where a new car is sold with no used-
car trade-in involved, a dealer "may allow a maximum discount of 
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5 percent of the delivered price of the new vehicle," I t is further 
provided in transactions of this nature that— 
if a dealer bids and registers a discoimt under 5 percent, other dealers are expected 
to adhere to the percent of discount listed. 

The method of bidding by clealers on used cars traded in on new 
cars or off'ered for trade thereon is governed by the plan. The 
dealers express!}' agree that no appraisal will be off'ered. on anj' auto
mobile wdthout first ascertaining from the bureau whether prior bids 
have been listed. I n instances where no prior bid has been listed, 
the dealer "may Ust and off'er any figure that to him reflects the true 
value of the car being traded." But i t is also expressly provided 
that " i f the car is listed, the dealer wil l not exceed the bureau figure," 
Al l appraisals must be given in even figures in multiples of $5, and no 
extra service, discount, accessory, cash consideration, or secret rebate 
of any kind may be given in order to influence a sale, Tlie rules 
govern all types of passenger cars, com.niercial vehicles, and trucks. 
Other rules are simUai' to those previously described as being a part, 
of the original w'est coast plan, 

Accorcling to statements made by O. C. Loder, the bureau's manager, 
penalties are provided hi case of violation of the code of ethics b}'- a 
dealer. I t w'as stated tbat no set amount is provided for anj'" pa.rticular 
histance and that most penalties are for less than $25 and usually are 
assessed to compensate salesmen wdio worked up the deal, How-̂ cver, 
in one insta.nce a fine of $225 was assessed against a dealer who had 
decided he could trade v\dtliout regard to the dealers' agreement. 
This happened on about five deals, stated the bureau's manager, but 
the dealer finally saw the light and agreed to cooperate ancl has since 
been 100 percent cooperative. After the dealer showed his wdlling-
ness to cooperate and had paid about half the fine assessed, the 
balance was canceled. 

A t the Twenty-first Amiual Convention of Automobile .Dealers, 
conducted, by the Na^tional Autoinobile Dealers Association, at 
Detroit, Mich., on Apri l 27, 1938, 0. C, Loder, manager of the East 
Shore Dealer Cooperative IBureau, addressed the assembled dealers 
on the subject of used car control plans. The address was largely a 
description of the Belleville plan ancl the results accomplished by i t . 
I n speaking of the dealers' biddhig the manager stated: 

The privilege of raising bids has never been abused by our dealers, as is proven 
by the fact that only 3 bids out of every 100 are raised. 

I n si^eakhig of the necessity of conductmg the appraisal bureau from 
a location secret to the public, the manager stated: 

The public resents a control plan of any type, and every effort should be made 
to keep the knowledge of its operation from the customer. When a prospect 
voices the opinion that, due to the similarity of the bids, the. dealers are together 
on a plan, the liest thing to do is deny all knowledge of such plan. 

In connection wdth this statement by Manager Loder, i t might be 
mentioned that the commission's examiner had great difficulty hi 
locatmg the bureau, the public not seeming to laiow anything about 
the plan and the dealer members being uncommunica.tive regardhig 
its location. 

As to results accomphshed by the bureau, Mr, Loder stated in his 
Detroit address: 

The results obtained throughout our operation have been very encouraging; and 
while the actual saving in dollars and cents cannot be given with positive accuracy, 

I 
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I know there has been considerable money saved by the dealers through proper 
trading and better business practices. I have made inqui-'-ies during the past 
few days from all my dealers, and it is the general opinion that the average saving 
is from $15 to $25 per car. Taking the lower of these two figures and figuring on 
1,622 closed deals that were handled in our plan during tlie period of 10 months 
from March 1937 through December 1937, our dealer groups saved $24,330. 
We believe we have made a very definite effort to solve one of the biggest problems 
in the automobile business; and while our plan is not perfection, i t has done much 
to improve the used-car situation and businass conditions in the trade area con
trolled by our dealers. 

Market Analysis, Inc., Los Angeles, Calif.—Tins is an appraisal 
bureau conducted for the benefit of approximate^ 85 Ford dealers 
located in, and doing business iu, Los Angeles and nearby cities and 
towms. Twenty-seven of the dealers a.re located in Los Angeles, 

I t was in Los Angeles that the W'est coast plan originated, and to a 
great extent the Market Analysis, Inc., foUows tliat plan. The bureau 
is one of the largest on the west coast, employing at one time 17 
persons, at wdiich time a.n average of 12,000 telephone calls per month 
were handled. I n the summer of 1938 approximately 6,000 telephone 
calls W'ere received per month. The expenses of the association are 
defrayed through payments bj^ each dealer-member of tho burciiu of a 
fee of $1.50 per new car purchased. 

According to Neil E, Nelson, assista.nt secreta.ry and manager of the 
bureau, the pm-pose of the organization is primarily to inform the 
member dealers as to the bids which have been made by their fellow 
Ford dealers on used cars off'ered in trade as p-art pa.yment on the 
purchase price of new automobiles. The manager stated that the 
"wrorst competition" that the Ford, dealers face is that c-onipetition 
wdiich exists among themselves. 

The location of the Market Ana.lysis, Inc., is secret from the public 
and from the majority of Ford deaJers whom i t represents, according 
to a stateinent made by a member dealer. This dealer knew^ the 
phone number and the post-oflice box number of Market Analysis, 
Inc., but had no idea as to its actuad location. He stated that he had 
been assigned a code number by wdiich he identified lumself to the 
bureau wdien convershig over the phone. I n describing the process 
of bidding this dealer stated, in substance, that: 

Every time a man came in to buy a new car and he had an old car to turn in, 
before we gave him a price v,-e ha.d to call in to the central bureau or Marke-t 
Analysis in order to find out if- he had a previous bid on his car, and if so, how 
much. Vv''e would have to record our intentions either by standing on the previous 
bid or raise the bid in multiples of $25 and $50, if we closed the deal we would 
have to record the same exact amount given to the customer to the Market 
Anal,ysis. 

According to the dealer member interview'ed, the bureau formerly 
operated -with the close cooperation of Ira Groves, the Ford district 
branch manager. Concerning the cooperation of the Ford i-epre-
sentative, the dealer sta.ted substantially as follows: 

When the change -̂ âs made about the first of this year (1938) in connection 
with paying the cost of this service hy a check instea.d of to the Ford factor}^ Ira 
Groves, Ford district branch manager, instructed me how to send my check so that 
the Market Analysis would receive i-t, Mr. Groves also gave us the code word 
that was changed everj- week. 

The dealer's, statement as to cooperation received by the bureau 
from representatives of the Ford Motor Co. is corroborated by the 
assistant secretary ancl manager of the bureau. This employee, in 
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I describing the expenses of operation of the Market Analysis, stated in 
substance that they— 
are met by a contribution from each member prorated on the basis of $1,50 for 
each new unit purchased from the Ford Motor Co. which each dealer is at liberty 

,;•••, to refuse to contribute if he feels so inclined, A statement of the .amount of his 
^ contribution is sent to the dealer montlfly. We get the information from the 

I !, ! dealer's bookkeepers as to how many units he purchases monthlj'. At one time 
the funds were remitted to the Ford Motor Co. who acted as depositary for the 
funds as they had all of the information necessary to advise the dealer of the 
amount of his contribution, also tlie amount held in reserve represented a sum 
sufficientlj' gi-eat that he did not care to be responsible for. About 5 monthr ago 
(prior to August 1938) Ford Motor Co, advised that the collection of tliis fund 
under strict interpretation of a certain piece of legislation might be construed as 
price discrimination against the dealer member," of Market Analysis, Inc., since i t 
increased the cost to the dealers of the product by the amount of the contribution. 
The Ford Motor Co, took care of these collections from the inception of the 
bureau up until 5 months ago. 

A fm-ther statement is substantiaUy quoted as follows: 
In 1935 the Pord dealers met at an annual sales meeting with executives of the 

Ford Co, from Detroit, and the dealers requested that the company lend their good 
offices to ameliorate the conditions in the retail industry. The Ford executives 
told the dealers to appoint a committee. The executives and the dealer com
mittees met and evolved this plan of the "Market Analysis." 

Further evidence of Mr. Groves' cooperation v/ith or participation 
in the bureau activities is borne out by the official minutes of meetings 
held by the board of directors of the Market Analysis. 

At one thne the membership of the Market Analysis, Inc., used the 
official giude of the National AutomobUe Dealers Association. At 
another time the Pacific Coast Official G-cdde was used, but in the sum
mer of 1938 no particular guidebook or other schedule of used-car 
aUowances was used imUormly by the members. 

Dealers Service, Inc , Los Angeles, Calif.—This orga.nization is com
posed of approximately 20 Chevrolet dealers located in the Los 
Angeles metropolitan area which also includes Beverly HUls, West-
wood, West Los Angeles, Huntington Park, and Eagle Rock. Re
cently the membership was extended to include a Chevrolet dealer 
located outside of the zone just described. I n organization and opera
tion this Chevrolet dealers' bureau is very shnilar to the appraisal 
bm-eau plan operated by Ford dealers in approxhnately the same area. 

According to Rudolph Kj'sela, manager of the bureau, a separate 
telephone exchange is operated for the convenience of the members in 
phoning in their appraisals on used cars offered in trade on new 
Chevrolet cars. As provided for in the original "west coast plan," a 
deader when conversing over the phone identifies himself by a code 
number. Many other riUes found in the "west coast plan" are 
embodied in the Chevrolet dealers' plan. Various statistical reports 
emanate from the bureau headquarters informing the dealers as to 
averages of appraisals made by them over a stated interval of time. 
Certain statistics on appraisals are made daily advising each member 
as to his position in regard to appraisals made and business tra.nsacted 
by the entire group. 

Figures are compUed to show' the number of sales made by member 
11 dealers within the territorj^ in which they are located and also as to 
: I • sales transacted outside of the metropoUtan area. I n addition, a 
•.1. report shows the member dealers the number of sales transacted in 
ii the metropolitan area by Chevrolet dealers located outside of that 

;:| 
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area. In explanation of this condition and as to the remedies pursued 
by the bureau, the bureau's manager stated substantially as follows: 

For example ' * * * when we find the sales of a certain Pasadena dealer 
in the Los Angeles area is quite high, then we surmise that there is something 
wrong, that the Pasadena dealer is either throwing in a radio or offering the Los 
Angeles purchaser some inducement to come out there and trade * * *. 
Before the 1st of September (1938) I went out and talked to such dealers and 
tried to persuade them from making such deals by shaming them out of it. Since 
the 1st of September any metropolitan dealer that is found selling in another 
•dealer's territory outside of the metropolitan area is fined $25. These fines will 
be pooled and distributed among the dealers upon whom the infraction has been 
made. How this money will be handled I do not know, the plan only went into 
effect on the 1st of September, 

In explanation of the fine imposed the manager stated that the 
Chevrolet Motor Co, and not the dealers' organization imposed the 
fine. Therefore, the pmpose of this activity w'ould seem to be merely 
to see that dealer penalties provided under the Chevrolet plan to 
•establish protected territory for dealers are assessed and collected 
in all cases of cross selling. 

Members of the Dealers Service, Inc., meet regularly at luncheons 
at which time various questions of mutual mterest are discussed 
according to the bureau's manager. On occasion, factory repre
sentatives attend the meetings and help settle the controversial issues 
discussed. 

In describing the reg-tUation of bids by the bureau a former member 
dealer stated m substance: 

The appraisal on a used car is first checked by phone -tvith the appraisal bureau 
before the deal is consummated. If the dealer is first bidder on the deal he may 
make any appraisal he sees fit provided that figure is -within 90 percent of the 
listing in the Pacific Coast Official Guide. We can close a deal without con
tacting the bureau if the figure is -vvithin 90 percent of the Pacific Coast Guide. 
However, the final closing figure must be reported to the bureau for the records 
of the bureau and the composite figures reported at the end of the month. 

The former member stated that the above procedure is follow^ed 
in "noncompetitive deals." 

He further stated, iu substance: 
Where the customer has shopped around and has had bids from other Chevrolet 

dealers then when he comes to us we can call the bureau, identify and obtain the 
bid registered. We then have the privilege (option) of increasing the bid which 
must be done in multiples of $25, or standing on the appraisal previously made 
by the other dealer. 

This former member further stated that at the time the bureau 
ŵ as started the Los Angeles Chevrolet dealers worked out the plan 
and submitted it to Mr. Holler, vice president and general manager 
of the Chevrolet factory and that Mr. HoUer was heartUy in accord 
•wdth the idea of the dealers establishing theh bm-eau. He fm-ther 
stated, substantially as quoted: 

All of the Chevrolet dealers in Los Angeles are in the bureau. I t would not 
w-ork unless all were in i t . The dealer that succeeded me in my place is in it. 
The factory insisted that he must go into it. 

The Motor Car Dealers Association of Southern California.—This 
Los Angeles, Calif., association is composed of 167 new-car dealers 
located in southern California. A board of 19 dhectors, member
ship of wbich is distributed through the area served, governs a.nd 
directs the policies of the association. Burt Roberts is secretary of 
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the association. The Pacific Coast Official Guide is used by the 
association, and Mr, Roberts, in an interview with the Commission's 
examiner, stated that he ŵ as publisher of the guide. Mr, Roberts 
is also secretary of the Los Angeles Motor Car Dealers Association, 
the activities of wliich are described later, 

Wlien asked by the Commission's examiner as to whether an 
appraisal bm-eau is operated by the association, Mr, Roberts stated 
substantially as follows: 

There is no appraisal bureau in the city of Los Angeles, there never was one 
and if I have anything to say about it there never will be one, 

How-ever, .the fact that appraisal bureaus are conducted by the 
Chevrolet dealers and Ford dealers of Los Angeles, a number of the 
members of which use the Pacific Coast Official Guide, appears to 
refute Mr. Roberts' statement. 

The Pacific Coast Official Guide contahis complete data for identi
fying used cars, average selling prices, and wholesale prices, accord
ing to Mr. Roberts, and is compUed from reports submitted largely 
by dealer members of the associations served by Mr. Roberts. After 
the necessary information has been receivecf from the dealers, a 
"used-car committee" composed of member dealers or their used-car 
managers, meets at the association's offices and checks and compiles 
the data submitted by the clealers. The majority of allow-ances 
represent the averages based on previous sales, but in all mstances 
these are subject to revision by the committee. Concerning tliis-
point, Mr, Roberts stated, substantially as quoted: 

I f the average prices on the master sheet are out of line, either too high or too 
low, they are changed, and,if not enough cars are sho-̂ m̂ in the average, which, 
of course, would be a poor or incorrect average, some member or members of the 
committee will supply enough used-car price data of cars that he has on hand to 
make the price a more equitable average. 

In regard to the same subject, Mr. Roberts again stated, in sub
stance: 

In many instances if a-member thinks the price of a certain used car is too high 
on the master sheet, he wiU say, "Well, I have four used cars of that class in my 
place and I will sell them for so much." Another meniber of the committee w-iil 
speak up, " I have two used cars in my place that I -svill sell for so much." These 
prices as stated by these two members on the six used cars that they have in their 
place of business that have not been sold are then averaged up and this price is 
entered in the master sheet in place of the price as arrived at by Mr. Edmendorf 
[an assistant] from actual sfles made. 

The Pacific Coast Official Guide is printed at intervals of 2 months. 
In compiling the March and AprU edition of the Pacific Coast 

Official Guide, as issued for those months in 1937, some of the figures 
seem to have been arbitrarUy established by the committee. From 
the committee minutes the foUowdng appears; 

1, Cars under $1,000, 16 percent would be deducted from the Los Angeles 
delivered price to determine the average selling price and 10 percent would be 
deducted from the average selling price to determine the maximum value. 

2, Cai-uS over $1,000 and under $1,500, deduct 15 percent from the Los Angeles 
delivered price for the average selling price and 15 percent from the average 
selling price to determine the maximum value. 

Allowances to be made for cars of higher va,lue were to be figured 
according to a simihj formula. 

At one time the estimates incorporated in the guide book used b};-
the southern California associatio-n were reviewed by a "price-fixing 
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committee" of used-car managers. An excerpt from the minutes of 
an association meeting held September 12, 1935, is as foUows: 

Mr, Roberts-reported on the Southern California Used Car Price Guide (the 
predecessor of the Pacific Coast Official Guide) and announced the meeting of the 
Los Angeles used-car managers and price-fixing committee to be held Friday, 
September 13 at 6:30 p. m. at the Nikabob Cafe and invited those present to send 
in a used-car manager to assist in making pi-ices for the next month's issue of the 
price guiae. 

The use of the Pacific Coast Giude by, appraisal bureaus is shown 
by the foUowdng excerpt from a letter to Mi-. Roberts from a Santa 
Monica dealer: 

Our appraisal bureau comprises most of the dealers in our trade area and thej'-
are of the opinion that a book properly made such as this one will eventuaUy 
correct the used-car caravaning now going on. 

We certainly hope that your present policy of keep the prices down reasonably 
where they belong, will be continued, and it will save the new car dealers at least 
hundreds of thousands of dollars, 

A letter from an organizer of an appraisal bureau addressed to Mr . 
Roberts is in part as foUow's: 

This is just a line to advise you that we had a resolution passed the other night, 
adopting the official guide as our guide for the county of Ventura. 

We are having another meeting on February 11 at the Ventura County Country 
Club at Saticoy, at 6:30 p. m. At that meeting I would like to have another 
speaker or two and especially somebody that can bear down again on the appraisal 
bureau', I would suggest that if i t is possible you get one or two boys from 
Santa Monica that are best uj) on this. I think that would be the best thing to do. 

* ^: :i; -.^ t-: 

We have received 21 subscriptions so far for the book and we intend to make 
this up to the 26tli by Thursday, the l l t h , so I would suggest that you bring about 
30 or 40 books along, if i t is possible ftir you or your son to gather up. Then we 
can collect from them right there and get the thing going under full power. 

P, S,—Appreciate your advising me as soon as possible who the speakers will 
be that you will have here, and will get a little more enthusiasm worked up. 

The Los Angeles Moior Car Dealers Association,—This Los Angeles, 
Calif,, association is composed of 2 company members and 76 dealer 
members, according to Burt Roberts, executive secretary of the 
association. Is/lx. Roberts is also secretary of the Motor Car Dealers 
Association of Southern California and publisher of the Pacific Coast 
Official Guide, a compUation of used-car allowances or prices. The 
members of the Los Angeles Motor Car Dealers Association are divided 
into two classes—regular members and associate members. Member
ship fee of the regular members is $100 and annual dues amount to 
$120. Membership fee for an associate member is $50 and annual 
dues amount to $75. The clealers in the association are the associate 
members and the distributors are the regular members. 

The association does not oiDerate an appraisal bureau. Secretary 
Roberts stated that he does not believe in appraisal bureaus largely 
for the reason that a member cannot be adequately penalized when he 
"does anything wrcmg." 

The association used the Pa.cific Coast Official Guide wdiich, accord
ing to a letter wu-itten by Mr, Roberts to a branch manager of the 
Bank of America, under date of JiUy 28, 1937— 
is published under the supervision of the Motor Car Dealers Association of 
Southern California and the Los Angeles Motor Car Dealers Association * * *, 
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M,anagers of the usecl-car departments of certain Los Angeles motor-
vehicle dealers have formed an association wdiich meets monthly at 
luncheons and w'hicli has in the past, and apparently does at the 
present time, pass judgment upon used-car allowance prices averaged 
by l^if. Roberts' staff' from flgures submitted by southern California 
new'-car dealers, 

Mr. Roberts stated that there is really no connection betw-een the 
Los Angeles Motor Car Dealers Associa.tion and the southern Cali
fornia association except that some members of the board of directors 
of the Los Angeles association sit on the board of directors of the 
southern CaUfornia association. He further stated: 

The Los Angeles assockation is not affiliated with and has no connection with 
any other organization. 

The Los Angeles Motor Car .Dealers Association was organized in 
1909, becoming a corporation on August 11, 1924. According to Mr. 
Roberts, the organization is nonprofit sharuig a.nd was— 
started in the days when endurance runs and races vi-ere participated in, in order 
to advertise and bring the automobile to the front. 

The Wisconsin Autoinotive Trades Association, Milwaukee, Wis.— 
This association with some 1,300 members is the largest single State 
association. It has been active in securing the passage of the Wis
consin motor-vehicle dealers' and salesmen's licensing law, ancl the 
State association and its constituent local associations function im
portantly in the administration of the law'. It has fostered the organ
ization of many "used-car-control plans" that are operated by or 
wdth the cooperation of local associations wdiich in many cases have 
been fosterecl by the State associations to carry out the plans and 
assist in the administration of the State licensing law. 

In the July 1938 issue of Northern Automotive Journal, Minne
apolis, Minn,, Louis Milan, the executive secretary of the Wisconsm 
association, submitted a semia.nnual report to the members of that 
association. In cithig the organization efl'orts of the State association, 
Mr. MUan stated: , 

1. What has been the result of the State association's organization efl'orts? 
At the beginning of 1938 there -n'-ere only eight counties which could be called 

thoroughly organized and who were engaging in cooperative plans in some sort or 
another. Several other counties were organized, but they were in the main 
"paper organizations." The first job of the State association was to organize 
strong local organization in every county of the State, and indicative of the good 
work done is that 65 of the 71 counties are thoroughly organized, being strong, 

,i j;, , active county organizations. Sixty-two of these counties are employing 45 paid 
i i f : secretaries, whose job is to cooperate with the plans and objectives of the banking 

commission (the administrative agency for Wisconsin's Motor Vehicle Dealers' 
and Salesmen's Licensing Act) and the State association, as -well as supervise the 
various tj'pes of used-car-control plans and other cooperative projects. 

The State association, in turn, has benefited from the organization work as is 
indicated by the fact that 1,200 dealers are now members of the -Wisconsin Auto
motive Trades Association, In addition, and as part of the organization, a 
number of counties and district meetings have been held, as well as 2-day sessions 
at Madison, at which county executive secretaries, county officers, and members 
of the advisory committees were called upon to review activities in their respec
tive territories, stating the problems existing therein, and offering suggestions 
and advice for their solution. Through these meetings the State association and 
the banking commission never lose "the common touch," They are cognizant 
at aU times of the dealers' thinking and what the dealers and countj' organizations 
desire to have done. 
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I t is not Iviiown wdnch of the various tj'pes of iised-ca.r-control 
plans is hi widest use m Yvisconsin. However, Mr. Milan presented 
the Gominissioii's investigator with a copy of an adaptation of the 
original Michigan (or Muskegon) plan, previouslj'- described in this 
chapter, which plan is one among scra'al that the vState association 
has recommended for adoption bj^ coimty associations. Mr. MUan 
stated in August 1938 that the plan was in use in eight Wisconsin 
comities at that time. Copies of this plan, as recommended by the 
State association, bear the title "Wisconsin Used Car Control" and 
the preface thereof reads a,s follows: 

The object of this plan is to eliminate the one "sure fire" loss that automobile 
dealers have ahvays had in their business—used-car loss. Also to build better 
and lasting friendship and goodwill among dealers. 

Everything of an experimental n.iture has been omitted from this plan and all 
that is contained herein is very necessary to the success of the plan when placed 
in operation. Its simplicity makes it completely .and entirely workable. 

I t has been put to work and at present is working succcssfulh- in numerous 
counties within the State of Wisconsin. The dealers within these counties are 
satisfied that the ]ilan in operation has proven itself to be the most valuable 
addition and asset to their busine,ss. 

I n the Statement of Purpose, of this plan, one purpose expressed 
is— 

to maintain a used-car-inventory control by adhering strictly to an average local 
market price on used-car allowance. 

In the "application for membership" two provisions are as follows: 

I agree to waive any or all my rights to State or Federal laws or make any 
claim for damages by reason of my membership or agreement. 

I further promise and swear that I will not mention, or refer to, the association, 
code, book, or plan at any time or place- when in communication -with anyone 
except a dealer in good standing, a registered salesman, or executive secre-tary. 

I t is provided that "officers, committees, and employees before 
entering upon their duties," take the follow-nig solemn oath, the 
same to be ackiiowdedged by a notary public: 

Before Almighty God, and this assembly of automobile dealers, I do affirm or 
swear that I will conform to all the rules and regulations and perform my duty 
as [name of oflice], to the best of my ability, as set forth in the by-laws, and rules 
and regulations of the [name of the association] Dealers AssociaiJion, shall attend 
meetings, take an active part therein, and help maintain the spirit and intent of 
the said association, so help me God. 

I n prescribing the duties of the "committee on administration," 
i t is provided that— 

On the recommendation and findings of the executive secretary, the committee 
shall conduct a hearing. Should the committee determine that there has been 
a violation of the rules and regulations, they shall authorize and instruct the 
executive secretary to levy and collect a fine as set forth in the book of rules 
and regulations, * * * •pĵ g penalties by the committee shall in no ease 
exceed those set up by the board of director.s in the rules and regulation.s. * * * 
Upon the recommendation of the executive secretary tbe committee may meet 
and reapjjraiae a used car, wbich appraisal wiU then take the place of the one in 
the guidebook. 

I t is pro-vided that the executive secretary shaU be employed by 
the board of directors and be dhectly responsible to them. Among 
lus duties, as described, are the following: 

I t shaU be his duty to make all irivesti.sstions reciueste.i by the acr::'-:^Trarive 
committee and report the outcome of said •irLve.5-n2:a-r:o~5 ro rie gc-^r-'^ee -Tr'cie-s 
violations of the rule^ and regnLations are Lnvolve-d as ie~ ' . i '^ in r ie r^es s,:id 
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regulations. * * * He shall be a notary public and shall certify each and 
every order on every ear sold. * * He shall construe an attempt to violate 
the rules and regulations the same as if they had actually been violated. * * 
The executive secretar.v shall collect from each member of the association such 
dues and fines as may be determined by the board of directors and set up in the 
rules and regulations. 

I t is provided that— 
All moneys which a dealer may have in the association shall be considered as a 
cash bond. Should-a dealer resign while an outlaw (defined later), he automat
ically forfeits all reserve moneys which he maj' have in the association. 

In the Rules and Regulations some of the provisions by wdiich 
"appraisal of cars" is regulated, are as follows; 

The Official Used Car Guide of the National Automobile Dealers Association 
shall be the used-car guide of the County Automobile Dealers Association 

• and shall be the standard of value to be used by all dealers when appraising used 
Ijij cars for trade-in value on new or used cars. No other standard of values shall 

be permitted by the committee, and in no case shall any dealer aUovis or attempt 
to allow, any more than percentage above the avera.ge value [the low 
figure]. All average values of cars not listed in the National Automobile Dealers 
Association Guide and more than 7 years old shall be computed by the formulas 
(a) Nation.1,1 Automobile Dealers Association, after having added per
centage to the average value of the olders [oldest] calendar }"ear published. 

Not less than 15 percent shall be deducted from the delivered price of current 
models, not listed, when traded in. 

The above rules shall apply to all commercial cars listed in the National Auto
mobile Dealers Association (3uide. 

There are certain exceptions to the above rules on regulation of 
appraisals. Since the interview^ wdth Mr, Milan, the State associa
tion has commenced publication of a Used Car AUow ânce Guide, and 
it is believed that the National Automobile Dealers Official Guide 
is no longer endorsed by the State association. 

Provisions are made for maximum allow'ances on used radios and 
heaters and for the labor charges for transferring racUos and heaters 
from a used car offered in trade to a newdy purchased car. Demon
strators and executives' cars may not be released for sale before they 
"shall have had 4 months in service or shall have been driven 4,000 
nnles;" how'ever, a "dealer may sell a demonstrator at full delivered 
price (no discount) at any time, regardless of the number of nnles 
or length of service," As to "clean deals," it is provided: 

Where no trade is offered a discount of — percent may be given to the purchaser 
as decided by the board of directors. 

In the rules mentioned above ancl in other rules, similar to those 
outhned in the descx-iptioii of the original Michigan plan, in an earlier 
section of this chapter, there are provisions for enforcement by 
stringent penalties, such as the following: 

The generfil penalties for the violation of this set of rules and regulations by 
any dealer or salesman shall be as follows: The first violation, $25; second viola
tion, $50; third violation, $75; all other violations, $100 each. 

After the payment of five fines in any one year the committee on administration 
may declare the dealer a habitual violator and cancel his membership in the asso
ciation. 

A dealer who does not pay his fines, automatically forfeits his membershiii. 
Should a dealer violate the rules, after he has forfeited his membership or re

signed from the association, he shall be termed "an outlaw." It shall be the duty of 
all the dealers belonging to the association to report all deals to the executive 
secretary, in which he is in competition with an outlaw. In all such cases, the 
executive secretary, with the consent of the committee, may waive all rules and 
reg-ulations and assisi the dealers -in. good standing to take the deal or m.alce the deal 
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profitless. The dealers' association shall refund the actual losses to the dealer, as 
determined by the administrative committee. [Italics supplied.] 

After 10 days' notice, all dealers shall sever all business relations with any and all 
banks, finance and investment companies who continue to assist an outla-w dealer. 
All dealers shall reciprocate as to principle with the finance companies. [Italics 
suppfied.] 

The Service Bureau, Inc., Kansas City, Mo.—This organization is an i 
appraisal bureau operated by 12 Ford dealers located in the metropoli- i 
tan Kansas City area. The operation of the bureau appears not to be : 
known hy the public, and the office is secretty located. According to 
Charlie Bouman, president and manager of the bureau, its chief pur
pose is to prevent losses on used cars traded in on new cars, and par
ticularly' to keep the member-dealers informed whether statements 
made by prospective purchasers as to price bids received for their used 
cars off'ered in trade are true or false. As an example of the value to 
dealers of the statistical services rendered, the employee stated: ; 

We have found that 80 to 90 percent of new-car buyers do not shop; and the fact 
that they wall intimate another dealer has quoted them a better allowance is exag- • 
gerated. ; 

The bureau's president and manager is a former Ford Motor Co, j 
branch manager and stated that he was contacted by the Ford dealers 
shortly before the beginning of the year 1938 and was asked to assist 
in organizing a bureau similar "to the one maintained by the Clncago 
Ford dealers," The prospective manager went to Chicago and be
came familiar wdth the organization there. Upon his return, the 
Kansas City bureau was organized and has been in operation since the 
first of the year 1938. 

The bureau operates after the fashion of the original west coast plan, 
described in an earlier section of this chapter; however, it has been re
vised to meet local needs. At the time the bureau was started, each 
member contributed $100, and each member is assessed a fee of $3 for 
each neŵ  car bought by him. 

Among the rules of operation, substantially quoting the bureau's [, \ 
ma.nager, are the following: ' I 

s!l 
Only used cars being traded in on new ears are governed. j]| 
No appraisal to be offered on any car without first contacting the bureau to as

certain if such cai is already listed. 
If not listed, dealer may offer any figure he considers fair and reasonable. 
If the car is hsted * * * second dealer may "stand"—that is, agree on 

appraisal as listed—raise if he so desires, or, if he thinks bid is out of line, may re
quest source of original bid for the purpose of calling attention to the fact that he 
thinks appraisal too high, based upon some defects that original appraiser may 
have overlooked. 

All appraisals and deals closed must be reported promptly to the bureau. We 
check registrations to see if dealer is reporting promptly and whether or not trade-
in value is approximately as listed, Tliis shows up in amount of indebtedness 
listed against new-car purchase, 

* * * appraisals can be made in any amount * * *_ 
Bureau is not interested in maintaining delivered retail selling prices. 
No penalties for violations of standards are set up. 
Complaints are usually disposed of at regular meetings, when all are present, and 

ironed out satisfactorily. 
Complaint is usually in the form of dealer being delinquent in filing information, 

for which no fines have been assessed, as we are trying to maintain operation of the 
bureau 011 a gentleman's agreement basis, 

* * * * * * * 
Penalties: No penalties have been levied but talked of from time to time. 

Usually able to straighten out any misunderstanding bet-w-een dealers involved in a 
deal. 

171233—39 27 
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Base prices, compiled by averaging selUng prices in past sales 
transactions with consideration being given the prices, or values, 
placed on vehicles off'ered for sale by dealers, are suppUed members by 
the bureau. Among the regular reports submitted by the bureau iŝ  
one showing members the relationship between their allowances on 
used cars which resulted in sales and the base prices under which the 
dealers were operating at the time of the sales. 

As to adherence to base prices furnished by the bureau, a Ust of 
sales closed in the month of June 1938 demonstrates that the majority 
of allowances on Fords, Chevrolets, and Plymouths (same price class)> 
were above the base prices—some few were below. Of the 12 in
stances, however, where other makes of cars were accepted in trade, 
only twice did the allow-ances dUfer from the base prices, showing-
close adherence to the base prices. 

An interesting compilation fm-nished by the bm-eau's manager 
affords an example of the dealer mortahty since the used car became 
a prominent factor in the merchandising of new cars. I t demon
strates that a total of 44 Ford dealers have suspended operations 
since 1920—only 3 Ford dealers who were in business in 192G in the 
Kansas City area are now in that bushiess. 

The Norfolk-Portsmouth Automobile Dealers Appraisal Bureau.— 
This Norfolk, Va., organization is composed of 14 members. At 
the time that this bureau was formed, on March 14, 1938, there were 
18 members, 5 of w'hom were located at Portsmouth, Va., and the 
remainder in Norfolk, The membership is not conffiied to dealers 
handlhig any one make of automobiles. Anj ' new-car dealer located 
in either of the cities mentioned is eligible for membership. 

AU members of this appraisal bureau have agreed to comply with 
a code or agreement styled the dealer cooperative plan, the purpose 
of which, as appears in the preamble of this document, is as foUows:-

Because the Norfolk automobile dealers have long realized the hopelessness, 
of their present position with respect to gross over-allowances on used cars, brought 
about by a vicious competitive system, aggravated by both the dealer and the 
manufacturer, they herewith, by subscribing a used-car allo-̂ -ance agreement 
in conjunction with the Portsmouth automobile dealers, hope to curb the excessive-
losses which have prevailed in the business of new-car selling. 

The rules set out in the agreement are similar to the rules embodied 
in the original west coast plan, described in a previous section of this 
chapter. Under this plan all new- cars plus any additional equipment 
are to be delivered (sold) at the established retail sellhig price, with 
certain exceptions. Automobiles used for demonstration purposes 
and executives' automobiles cannot be sold by the retail members 
at a discoimt from the new automobile price "imtil they have been 
in service 90 da.ys and have been driven 3,500 miles." I f is expressly 
provided that "on new" cars, wdiere no trade-in is involved, a dealer 
may allov/ a maximum discount of 3 percent of the delivered price 
of the new vehicle." The bidding on used cars off'ered in trade as 
part of the purchase price of neŵ  cars is regulated by the bureau. 
In connection wdth the bidding, the members have expresslj' agreed, 
as found in the written agreement, that wdth the exception of bids 
of $36 or less-

No appraisal will be ofl'ered on any ,ear without first contacting the bureau to 
ascertain whether such car has been listed., * * * If the car is not listed, 
the dealer may list and offer any figure that to him refiects the true value of the 
car being traded. * * * i f the car is listed, the dealer will not exceed the 



• REPORT ON MOTOR VEHICLE INDUSTRY 395 'II 
bureau figure. * * * Appraisals must be reported to the bureau proniptly. 
Cars remain listed iu the bureau for 90 days, when they automatically expii-e. 
They ma.y be relisted at any lower figure that to the original renewing dealer 
reflects the true value of the car. * * * All appraisals must be in even 
figures, in multiples of $5. * * * No extra service, discount, accessory, cash 
consideration, or .secret rebate of any kind may be given in order to influence 
a sale. 

Provisions are made for reappra.ising cars after bids on same have 
been listed wdth the bm-eau. This may be done by either of two w âys: 

(a) By or with the consent of the dealers who are on the particular deal in 
question. In this case the dealers involved are called together by the bureau 
manager, and 

(6) By the original appraiser if no other dealer has called regarding that car. 

I t is provided that dealers maj' report any violation of the rules to 
an executive committee of thi'ee, who decide upon the innocence or 
guilt of the member complained against. The- enforcement of the 
rules is effected by means of penalties. Rule 22 of the agreement 
provides: 

Penalties for violations will be assessed against the offending dealer commen
surate with the offense, but in no case to exceed the gross profit on the new car 
delivered. 

Penalties have been assessed in a number of cases. 
Since dealers m a number of dift'erent makes of cars are members 

of the bureau, it is provided that, with the exception of dealers 
handling "Ford, Chevrolet, Plymouth, and Hudson 112 models," 
over-allowances of from $2,5 to $75 are permissible in the appraisal 
of used cars off'ered in trade. 

As to the results obtained tln-ough operation of the bureau, one 
member-dealer wrote: 

We have been operating in Norfolk under such a plan for 3}i months, and I 
would say conservatively that it has been worth $3,500 to our firm in that time. 

Another member dealer wrote: 
I believe that our bureau is saving us hundreds of dollars each month. With 

the small amount of business that is available, I cannot vision a more disastrous 
result than for us to enter into an uncontrolled bidding for used cars. I t is very 
probably true that we have driven some purchasers out of the market, but we 
believe, in Norfolk, tliat this group is the one that has caused us so much grief in 
the past. 

The Winnebago County Automobile Dealers Association, Rockford, 
III.—This association is composed of eight new-car dealers located hi 
Rockford, 111,, and representuig approximately three-fourths of the .'• 
dealers located within the Rockford trading area. An appraisal 
bureau known as the service bureau is operated by the association, 111 
the operation and location of wdiich are unknowui to the public. | 

According to a statement made hy L. F. Grimshaw, manager of the I't 
service bureau, the member-dealers meet at w êekly luncheons, wdiere ' 
the operation of the bureau is discussed and its pohcies planned. The , 
results of each week's business, information as to the used-car ap
praisals made by membei's, and other reiiorts pertinent to the opera- jiji 
tion of the bureau are reported by a representative of the bureau to || 
the dealer-members at these w'eekly luncheons. i | 

The bureau is fashioned after the original west-coast plan although 
adapted to local needs. I t was statecl by the bureau's manager that 
each member identifies himself by a code number when conversing 
by telephone wdth the bureau. The Blue Book, pubUshed by the 
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National Used Car Market Report,- Inc., Chicago, IU,, is the used-car 
allowance guide adopted, but i t was stated that such guide is not used 
as a maximum price sheet or "top-sheet listing," 

Restriction as to bidding on used cars off'ered in trade is effected by 
limiting all bids that are subsequent to and larger than an original bid 
to raises in multiples of $25. Thus, if a prospect off'ers a used car in 
trade and receives a bid of $100 thereon, the next bid off'ered by any 
member dealer, after consultation wdth the bureau, must be at least 
$125 if the second bidder desires to "raise" the first bid. The purpose 
of increasing bids in multiples of $25 is, according to the bureau's 
manager, "to eliminate the piker $5 or $10 raise wdiich usually results 
in more shopping by the prospective purchaser." He further stated 
substantially as quoted, "Our set-up is based on a friendly and gen tie-
men's agreement and is what might be termed an educational propo
sition all the w'ay tlu'ough." 

Operation of the bureau is financed through fees of $2 per new car 
sold and by an identical fee based on each used car sold at a price of 
$100 or more. Statistics compilecl by the bureau indicate that in the 
majority of transactions allow'-ances greater tha.ii those "suggested" in 
the Blue Book guide are made. 

As to results obtahied through operation of this appraisal bureau, 
one member dealer stated that it was more successful than a former 
appraisal bureau operated by the local dealers during the previous 
year when a "top sheet" (maximum-price sheet) was adhered to. He 
stated that the use of a "top sheet" led to "chiseling" and distrust 
among the member dealers and that the bureau finally "folded up." 

The Authorized Ford Dealers Association of St. Louis, Mo., Inc.— 
This association is composed of 18 Ford dealers located in St. Louis. 
The association operates an apiiraisal bureau fashioned after the 
original west-coast plan. According to O. T. Hallenberg, executive 
secretary of the bureau, meetings are held at monthly Imicheons where 
informative.reports are made by the bureau's secretary to the assem
bled clealers, and where the policies of the bureau are formulated. 

The existence ancl location of the bureau are not known to the public 
generally and i t was with difficultj^ that the investigator ascertained 
its location. According to Secretary Hallenberg the bureau is oper
ated by -virtue of a gentlemen's agreement wdth no maximiuin allow-ance 
prices being set and no penalties imposed for infraction of rules. 

Recommended "take-in prices" for used Ford, Chevrolet, and 
Plymouth models are established from time to time and circulated by 
the bureau to its members. These recommended "take-in prices" 
were said to be merely guides to the dealers for the computation of 
allow-ances to be made on used cars offered in trade. Monthly reports 
are submitted by the bureau informing the members as to the relation 
of aUowa,nces made during the preceding month with the bur-eau's 
"take-in prices." Further details of the operation of the used-car 
service bureau are given in these reports. The bureau's employee 
stated that the Official Guide of the National Automobile Dealers 
Association is the allowance guide used by the bureau and its members 
on transactions involving any makes of cars other than Ford, Chevro
let, and Plymouth. 

The Metropolitan Ford Dealers Association, of Boston, Mass.—This 
association was orgamzed November 4, 1937, with a membership of 
70 Ford dealers. In August 1938 the membership consisted of 62 
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Foi'd dealers. The association operates an appraisal bureau, the 
purpose of which, accordmg to T. R. Hamlin, manager of the bureau, 
is to "keep meniber dealers informed of the usecl-car situation and 
prevent losses on used-car trade-ins," 

Accorcling to a recently adopted set of rules entitled "Supplemen
tary Rules and RegiUations of the Metropolitan Ford Dealers Associa
tion Used Car Bureau" it is apparent that the bureau is modeled 
after the original west-coast plan. This document provides that— 
for the time being at least, our used-car service will be effective on Fords, Chevro
lets, and Plymouths excepting passenger cars 1930 or older. * * * That 
base prices of the above-mentioned cars will be furnished from time to time and 
are to be used in accordance with the follo-5\'ing rules * * *. That $75 shall 
be the maximum allowance on all passenger cars of any make's 1930 or older. 
* * * To arrive at the "line price" dealer wiU add $25 to the base price on 
all Ford and will add $50 to the base price on aU Chevrolet and Plymouth cars. 

Rule 5 in regard to the raising of bids on used cars ofl'ered as part 
payment for the purchase of aii}^ cars is as follows: 

In all cases where dealer-members bid over the line price for a used car the 
raise must be phoned in immediately and all raises must be reported in multiples 
of $25. This is very important and cannot be overemphasized. 

You may make a raise above the line price for any reason that in j'our opinion 
justifies a raise even if i t is only ou the basis that one car may be worth more than 
the next one of the same make, year, and model. 

If you do make a raise and take in th:e used car you must notify the bureau 
immediately and you must hold this car for a period of 48 hours during which 
time the bureau wiU shop the car to ati appraisal committee of 5 dealer-members. 
This committee shall decide the value of the used car in question. The appraisal 
committee's decision shall be based on one thing only, namely, whether or not 
the oar in question is -worth more than an average car of the same make, year, 
and model. The appraisal committee's decision shall be final in this respect. 

The agreement provides that the sum of $10 may be added to the 
base price of any 1935 Ford, Chevrolet, or Plymouth car if the car 
is equipped wdth a Ford radio or its equivalent "providing the radio 
is in good w^orkhig order." I t is further provided that the sum of 
$15 may be added to the base price of any 1936 or 1937 Ford, Chevro
let, or Plymouth, car if the car is equipped with a Ford radio or its 
equivalent "providing the radio is in good working order." 

Rule 7 provides that— 
i t shall be considered a violation, to in any way discount the fuU retail delivered 
price of our passenger cars and accessories. 

Rule 13 is to the eft'ect that demonstrators may not be solcl for less 
than full deUvered price imtil after 90 days from the date of registra
tion of the demonstrator "on the 10-da.y report to the Ford Motor Co." 

Rule No, 15 is as follows: 
Price sheets; New price sheets will be issued by the bureau 5 days before date 

they are to become effective. 

These rules are enforced by action of a bureau committee, rule 22 
providing: 

All dealers agree to abide by all decisions made by the committee in office in 
the event a complaint is justified, 

I t is provided that complaints are to be made in writhig to the 
bureau— 
not later than 15 days from date of car delivery. Complaints may be made by 
all dealers participating in the service on any deal, but a financial adjustment will 
be made in behalf of the complaining dealer * * * only if the deal has actu-
alh' been worked on by tlie dealer making a complaint. 

m 
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As to liabUity, rule 8 provides—• 
dealers are fully responsible for any violations of our plans by any of their employ
ees or agents, whether they be associate or subdealers, full-time salesmen, part-
time salesmen, or "bird dogs." Dealers who have subdealers or associate dealers 
under contract will be relieved from dealer responsibility of such connections if 
subdealer or associate dealer is a member of our association. 

As to investigations it is provided—-
the records of aU dealers participating in the used-car service are to be open to 
the investigators of the service. 

Certain rules are enforceable by penalties specifically provided. 
For example, any dealer member not handling "future orders" accord
ing to the method agreecl upon shall pay "an assessment of $25 for 
each infraction," and failure to phone in promptly an appraisal 
which exceeds the bureau price subjects the violator to "an assess
ment of $25." 

Rule 25 provides minimum charges of $5 for changhig a radio from 
a used car to a new car and $3 for changing a heater from an old car 
to a new" one. 

Price sheets are regularly provided members acquainting such mem
bers with the bureau's "base prices" or "line prices." 

The rules quoted from were obviously supijlementary to previously 
existing rules, the substance of which is not known. The bureau is 
operated through the collection of a $4 fee on each new car sold. 

U-ns-uccessful attempts to operate appraisal bureaus.—At a number of 
other cities, examiners ŵ ere informed that appraisal bureaus or other 
cooperative plans for the restriction of competition among motor-
vehicle dealers had been in effect but ŵ ere now dissolved, Todd 
Bates, secretary of the Northern Califomia Motor Car Dealers Asso
ciation and the San Francisco Motor Car Dealers Association, both 
of San Francisco, Calif,, stated that he had formerly directed the 
activities of an appraisal bureau in San Francisco. The bureau was 
operated as a unit of the Motor Car Dealers Association of San Fran
cisco and was styled the statistical division of the Motor Car Dealers 
Association of San Francisco. Participatmg members at one time 
numbered between 85 and 100 new-car dealers. The bureau was 
closed in Maj^ 1937 according to Mr, Bates, the expense of operating 
the bureau being the prohibitive factor. Mr. Bates stated that he 
had also organized appraisal bureaus at Long Beach, Glendale, San 
Bernardino, Bakersfield, Oakland, San Jose, and in Orange County, 
Calif, In addition, he estabUshed one at Seattle, Wash, Trained 
operators from the San Francisco bureau ŵ ere furnished by Mr. Bates 
"untU the local operators became accustomed to and learned the 
work," 

Carl R. Huessy, secretary of the Seattle AutomobUe Dealers Asso
ciation, Seattle, Wash., stated that that association organized an 
appraisal bureau about the 1st of March 1937, but that due to the 
expense of operation it was dissolved after little more than a year's 
duration. According to Mr. Pluessy, the Chevrolet dealers of Seattle 
on two occasions operated appraisal bureaus, one being organized 
about 9 months before the National Recovery Administration came 
into existence. The second Chevrolet bureau was in operation about 
5 months before the general bureau began its operations in March of 
1937. 
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H, L, Frank, president of the Oregon Automobile Dealers Associa
tion of Portlanci, Oreg., stated to the Commission's examiner that 
.appraisal bureaus had twice been operated in Portland since the 
National Recovery Administration period. One of the bmeaus was 
operated by the Chevrolet dealers. The other embraced in member
ship clealers in all makes of cars. Both were unsuccessful and short
lived, Frank was enthusiastic about results accomplished imder the 
National Recovery Act, but stated that some of the dealers failed to 
abide by the regulations and took advantage of other dealers by 
giving away equipment as an inducement to make sales or made 
foolish side bets wdth customers, ha.-ving the eft'ect of cutting the prices 
of the motor vehicles sold. 

James H. Cassell, executive secretary of the Oregon Automobile 
Dealers Association and of the AutomobUe Dealers Association of 
Portlanci, both of Portland, Oreg., stated that Portlanci has had no 
appraisal bureau since 1929, He also stated that in 1937 the secre
tary of the San Francisco association offered to instaU an appraisal 
bureau in Portland but that the offer was not accepted. According 
to Cassell, the secretary of the San Francisco association installed 
appraisal bureaus all through the State of California and also instaUed 
the bureau in Seattle, but Cassell was of the opinion that none of the 
bureaus so instaUed was in operation at the thne of the interview. 
The Portland bureau that ŵ as in operation for about 6 months in 
1929 was operated by Ford dealers exclusively. Four years before 
the Ford bureau was installed, there was a general bureau for aU the 
dealers, but that one also was short-lived. 

J. D, Bellenger, secreta.ry of the Jacksonville AutomobUe Dealers 
Association, Jacksonville, Fla,, stated that in 1925 when he became 
•connected wdth the Jacksonville association he was employed by the 
association as an assistant used-car appraiser. His duty was to exam
ine and place values on used cars brought to the association's appraisal 
bureau by members of the association or prospective new-car pur
chasers. 7\.ccording to Bellenger, the appraisal bureau was operated 
successfuUy by the association until the fall of 1928 when nonpartici-
pation by one dealer caused its dissolution. The appraisal bureau, 
according to Mr, Bellenger, was reestablished at various intervals 
between 1928 and 1932 wdth little success, a.nd, that other attempts 
were made in each of the years 1934, 1935, 1936, and 1937 aU of which 
resulted in faUures. Reason for the faU'ures was assigned to factory 
pressure on dealers during the clean-up periods prior to the announce
ments of new-car models. Mr^ Bellenger stated that no appraisal 
bureau is operated by the association at the present time. 

The Kansas City Motor Car Dealers Association of Kansas City, 
Mo,, operated an appraisal bureau for its member dealers "for only 
a few months during the year of 1937," according to C. M . Woodarcl, 
secretary and treasurer of that association. FaUure of the dealers to 
report necessary information to the bureau promptly and faUure to 
cooperate in other ways with the bureau were the reasons given for 
its dissolution. I t was Woodard's impression tbat an appraisal bureau 
-was being operated by the Chevrolet dealers of Kansas City. A 
former secretary of the Chevrolet group stated, however, that the 
•Chevrolet Dealers Cooperative Bureau was only in existence during 
March and April 1938, and that it ceased operations because the 
dealers, or many of them, wanted to establish a "top" (maximum 

1 I 
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price or allowance) which no dealer could exceed. Some of the dealers 
had legal advice to the eff'ect that this was contrary to law- and, as it 
was hard to keep the dealers in Ihie without a "top," dissatisfaction 
became so pronounced that it resulted in abandonment of the plan 
after 2 months of operation. 

J. H, Connell, secretary of the Dallas Automotive Trades Associa
tion, Inc., of Dallas, Tex., stated that an appraisal bureau was 
operated in. Dallas several years ago but that a representative of the 
State attorney general's office called and investigated the methods 
used in the cooperative appraisal plan, modeled after the "Jack Frost 
plan," previously mentioned in this chapter, and threatened hidict-
ment for violation of the Texas antitrust laws. Evidently indict
ment issued for Connell stated that operators of the bureau pleaded 
guilty and were assessed a fine. This experience, the association's 
secretary stated, discouraged all subsequent efforts to form plans of 
similar nature, 

J. T. Simmons, executive secretary of the San Antonio Auto 
Trader Association of San Antonio, 'Tex., stated that an appraisal 
burea,u was established in that city in Jul}'- 1937, operated for about 
2 months, and was dissolved because of lack of cooperation by the 
members. The association's secretary stated substantially as follows: 

We had only one complaint during the time i t was in operation. A salesman 
o-wning a 1929 Chrysler which the Chrysler dealer appraised at $75 shopped and 
found the other dealers in line at $75, FinaUy he sent his wife around shopping 
and st i l l $75 was tops although he was primarily interested in getting another 
Chrysler but couldn't get a competitor to raise the bid which he intended using 
as a lever in getting Chrysler up. He howled and contended all the dealers had 
gotten together in violation of la-̂ \'- but i t soon died down and a few weeks later, 
the Chrysler dealer called up and said he made a deal based on the original 
appraisal of $75, 

SECTION 4, STATE REGULATION OF MOTOR VEHICLE RETAILING 
THROUGH LICENSING ACTS 

General natu7'e of recent regulatory laws,—Regulation of the motor 
vehicle retaUing trade has been effected in. the States of Wisconsin,'̂  
Ohio,' Nebraska,̂  and lowa^ through legislation licenshig motor-
vehicle dealers, and, in some instances, other groups connected wdth 
the trade. Unlike the statutes hi force in the majority of other 
States in which automobile retaUers are licensed, the statutes hi 
force hi these four States appear to have been enacted primarily for 
the purpose of regulation of the trade rather than to produce revenue. 
Protection of the consuming public and of retaU dealers appears as 
the major objective of these statutes. In effecting protection for the 
mo tor-vehicle dealers three of the States specifically limit the actions 
of manufacturers toward clealers, and the Nebraska statute provides 
penalties for the wUlful or habitual granting of "excessive trade-in 
allowances" hy dealers for the purpose of lessenhig competition or 
destroying a competitor's bushiess. 

' Sec. 218.01 W-jsconsin Statutes, as amended by H, B. No. 429, Laws of 1937. The Wisconsin statute is 
the first of this type of law and furnished the master pattern for the Ohio, Nebraska, and Iowa statutes, 

• H, B. No. 531, Ohio Laws of 1037. 
« Bill No. 38S, Nebraska Zsiws of 1937. 
' H. B, No, 218, Iowa Laws of 1937, 
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In Pennsylvania, a law wdiich expires May 30, 1939,̂  and which 
has not been operative due to court proceedings, provides for a 
licensing system. The Pennsylvania statute differs from the others 
mentionecl in that the licenshig serves as the basis for a contemplated 
State-controlled appraisal bureau for used motor vehicles. Certain 
municipalities have enacted ordinances' providing for the licensing 
of motor-vehicle dealers and regulation of the motor-vehicle retail 
trade. These regulatorj'- attempts are interesting legislative enact
ments but as the Wisconsin, Ohio, Nebraska, ancl Iowa statutes appear 
to be the priiicipad bases for legislation proposed in a number of other 
States, the statutes now in force in these four States wdll be separately, 
and more exhaustivelj'-, considered. 

Specific provisions of the Wisconsin, Ohio, Nebraska, and Iowa laws.— 
The Wisconsin statute designated the di-vdsion of consumer credit of 
the State banking department as the administrative agency. The 
Ohio statute creates a.nd designates an administrative board to be 
attached to the State highway department and presided over by the 
registrar of motor.vehicles, as the governing body. The Nebraska 
statute designates the department of roads and irrigation as the ad
ministrative agency. The secretary of state is made the administra
tive agent in Iowa. 

In all four States both new-car dealers ancl used-car dealers are 
licensed, the fees ranging from $2 to $10. In Wiscomsin, Ohio, and 
Nebraska motor-vehicle salesmen are licensed. In Wisconsin, mo'.or-
vehicle distributors, distributor branches, distributor representatives, 
factory branches, factory representatives, motor-vehicle manufac
turers doing business in the State as such, and motor-vehicle sales 
finance companies are licensed. 

An application for a license in each of the four States must be 
accompanied by pertinent information. In each of the four States an 

> Senate bill No. 815, Laws of 1937 (Aot No, 461). QuotinR from the Act, the statute is.one "Relating to 
motor vehicles, new and used; creating a motor-vehicle dealers' commission; establishing its jurisdiction, 
powers, and duties; and creating and providing for approved motor-vehicle appraisers; establishing their 
powers and duties; regulating the sale, trade-in allowance, appraisals, and information furnished the Com
monwealth on motor vehicles, new and used, and establishing regulations concerning speedometers; author-, 
izing the commission to establish periodical prices for used-motor vehicles, cither sold or traded, ua estab
lishing the appraisal value of motor vehicles, new or used, either for sale or used trade-in allowances, 
providing for the licensing of motor-vehicle dealers and salesmen and approved motor-vehicle appraisers, 
and the payment of fees therefor; authorising examination of the business papers and affairs of, and requir
ing the Tiling of reports by, licensees; authorizing and empowering the commission to hold hearmgs and to 
issue rules and orders, and the issuance of subpoena by the commission or its agents, and conferring juris
diction upon the courts to punish contempts, or to prohibit violations of orders of the commission; pro
viding for appeals to the courts from decisions of the commission; imposing penalties; and making appro
priation." 

In justifying the.establishment of prices, the statute declares "that the sale and trade-in allowance and 
appraisals of new and used motor vehicles in the Commonwealth is a business affected with the public 
interest and affecting the public health and safety • * *." The paramount importance of the price-
fixing provisions of the statute is seen in section 21, which provides: '' Constitutional construction: I t is hereby 
declared to be the legislative inteut that if this Act cannot take eflect iu its entirety because of the decision 
of any court holding unconstitutional any part hereof, the remaming provisions of the Act shall be given 
full force and effect as completely as if the part held unconstitutional had not been included herein: Pro-
iHdcd, however, That if any part or parts of this Act relating to flsing the value for used motor vehicles or the 
amount to be allowed by motor-vehicle dealers for used motor vehicles is held unconstitutional, then the 
remainder of the Act shall be given no effect." 

Injunctive proceedin.gs instituted in the Dauphin County Court of Common Pleas, resulting in a declara-
. tion of unconstitutionality by that court, have stayed enforcement of the statute. 

' A brochure published by the Automobile Manufacturers Association, New York, N . Y,, entitled 
"Motor Vehicle Dealer Licensing La-ws in Force November l.'i, 1938," states that the cities of Dallas and 
Houston, Tex., and Davenport, Iowa, license automobile dealers. In Dallas the administrative agency is 
"a body otseven, known as the Dallas Automobile Advisory Committee, appointed by the city manager;" 
in Houston tlie administrative agent is the city assessor and collector of taxes; iu Davenport the adminis
trative agent is the city clerk with police and license conmiittee collaborating. 

Texas cities having more than .'5,000 population and conforming to the Texas Municipal Chartering Act 
are, by a general enabling act, delegated certain privileges of self-government, including the right to " l i 
cense any lawful business, occupation, or calling that is susceptible to the control of the police power," 
I t is apparently by virtue of this enabling act (ch. 13, art. 1175, sec. 23, Civil Statutes of Tex-as, 1936) that 
the cities of Dallas and Houston license and regulate motor-vehicle dealers. 
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appUcant must give his name and address, location, and name and 
style of business, partnership or corporate information, and make or 
makes of vehicles to be sold. In Ohio a statement of relationship 
•with manufacturer or distributor must be submitted. In Iowa appU
cant must name the manufacturer -with whom he has a contract or 
agreement and describe the proposed plan of doing business. In 
Wisconsin, Ohio, and Iowa applicant must siibnut a financial state
ment, and in Ohio and Iowa a statement of previous experience must 
be included. Various other data are required. 

The Wisconsin act provides that a general advisorj^ committee and 
one or more local committees may; be appointed to assist the adminis
trative agency in the administration and enforcement of the statute. 
In the Nebraska act there is provision for the appointment of a general 
advisory committee to assist the administrative agencj*. 

The Wisconsin statute provides that the administrative agency 
may deny licenses without hearing, except that a hearing may subse
quently be obtained upon request; under the Iowa statute reasonable 
notice and hearing must be provided before denial of license; under 
the Ohio statute hcense may be denied after hearing on 15 da.ys' 
notice, and under the Nebraska act hcense may be denied after hearing-
on 20 days' notice. There are similar pro-yisions for suspension or 
revocation of Ucenses, 

Under the Wisconsin, Ohio, and Iowa statutes, provisions are made 
for the administrative agency to promulgate rules and regulations 
necessary for effective enforcement of the statute. In the Wisconsin 
statute, powder is given the administrative agency to define "unfair-
trade practices" between Ucensees or between Ucensees and retail 
buyers. Under the Wisconsin, Ohio, and Nebraska statutes the ad
ministrative agency is given power to hold hearings, subpena wdtnesses, 
take depositions, administer oaths, inspect books, records, letters, and 
contracts of licensees relating to complahits. Under the Ohio and 
Nebraska statutes power is given the administrative agency to hives-
tigate activities of Ucensees on its own motion or upon the complaint 
of any person. In all four statutes due process is provided in that a 
court appeal may be taken by the hcensee from the rulings or actions; 
of the administrative agency. 

In the statutes of all four States the foUowdng grounds for denial, 
suspension or revocation of dealer Ucenses are provided: Proof of 
unfitness or bad business repute of applicant, material misstatement 
in appUcation, fraudulent sale, transaction or repossession, and non-
compUance with the statute or wdth the regulations of the administra
tive agency. 

Additional grounds for denial, suspension or revocation of licenses 
under the Wiscoiisia statute, and appUcable to the various types of 
licensees affected by that statute, are fihng false or fraudulent income-
tax return; misstatement or concealment of material particulars 
requhed to be furnished retail buyer; defrauding retail buyer; failure 
to perform written agreement -with a retail buyer, unconscionable 
practices; manufacturer coercion of dealer to accept unordered vehicles 
or parts and accessories through threat of cancelation of franchise; 
where manufacturer, distributor, etc., induces or coerces any dealer 
to do any act unfair to dealer under threat of cancelation of franchise; 
where manufacturer, distributor, etc., has unfahly canceled a dealer's 
franchise; violation of laws relating to sale, distribution, or financing; 
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of motor vehicles; charging interest in excess of 15 percent per annum; 
sale of instaUment paper to unUceiised finance company; and failure 
to post or keep in force any bond rec[uired. 

In addition to the grounds for denial, suspension, or revocation of 
dealer licenses mentioned as being required in all four of the States, 
the Oluo statute Usts failure of applicant to have an established place 
of business; entering into contract with a manufacturer or distributor 
contrary to pro-visions of the statute; lack of contractual authority 
wdth manufacturer or distributor; violation of lav/s relating to sale, 
distribution, or financhig of motor velucles; msolvency; and inability 
to satisfy final judgments which may be reasonably anticipated. 

In addition to the grounds for denial, suspension, or revocation of 
dealer licenses mentioned as being requhed in aU four of the States, 
the Nebraska statute Usts defrauding of retaU buyer; failm-e to per
form written agreement -with reta.il buyer; intentionally publishing 
misleading or inaccurate advertising; violation of the State or Federal | U. 
laws pertaining to fair or unfair trade practices; willfully or habitually 
gi'anting excessive trade-in allowances for the purpose of lessening 
competition or destroying a competitor's business; violating antidis
crimination laws; discriminating between purchasers -with respect to 
furnishing of services or facilities or the granting of discounts or re
bates; and knowingly deaUng in stolen vehicles. 

In addition to the gromids for denial, suspension, or revocation of 
dealer Ucenses mentioned as being reqmred in all four of the States, 
the Iowa statute lists entering into a contract with a manufacturer 
or distributor contrary to pro-visions of the act; licensee about to 
enter mto sale or transaction which is fraudulent or in violation of 
law; and enterhig into contract -with manufactm-er or distributor wdio 
has wdthin 90 days canceled a dealer's contract wdthout "just, reason
able, and kAvful cause therefor." 

The Oluo and Iowa statutes provide that it is imlawdul for a dealer 
to sell motor vehicles -without contract authorization from a manu
facturer or distributor, or to agree -with a manufacturer or distributor 
to sell bis sales-finance contracts to any designated sales-finance com
pany. The Wisconsin and Iowa statutes provide that i t is unlawful 
for a dealer to sell motor vehicles -vtdthout a State hcense. The Wis
consin statute provides tbat it is unlawful for a dealer to change 
speedometer readmgs on used cars, and to refuse to divulge the name 
of the previous owner of a used car offered for sale. 

The Wisconsin and Ohio statutes make it unlawful for anj^ manu
facturer or distributor of motor vehicles to induce or coerce or attempt 
to induce or coerce any motor-vehicle dealer to fhiance his sales thi-ough 
a designated sales-finance company by means of threats, promises, 
etc., of benefit or injury, direct or mdirect, express or iniphed, or by ' 
means of beneficial or injurious acts, or by express or implied state
ments made directly or hidhectly, that a dealer is under obligation 
because of relationslup existhig between manufacturer or distributor 
and a finance company. The Iowa statute makes it unlawful for a 
manufacturer to termhiate or threaten to terminate any dealer con
tract %vithout just, reasonable, and lawful cause therefor or because 
a dealer failed to transfer his sales-finance contracts to a designated i i| 
sales-finance company. 

The Wisconsin and Ohio statutes contain provisions for the regu 
lation of sales-finance companies, declaring certain practices to be an 

HE 

.' r I 
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lawfiil. The Wisconsin statute lays do\vn rigid requirements for the 
sale or handling of installment-sales contracts. 

In the statute of each of the four States a stringent penalty is pro
vided to enforce the provisions of the statute. Maximum fines of 
$10,000 are provided in all instances and in the Wisconsin, Nebraska, 
and low'a statutes maximum imprisonment of 1 year is provided. 
In addition the Iowa statute provides for injunctive proceedings. 

A unique section of the Nebraska statute provides that—• 
For tlie purpose of determining whether or not an applicant for a license or a 

holder of a license has violated any of the provisions of this law with particular 
regard to price discrimination and excess allov/ances on used motor vehicles, the 
administrator may authorize or at the recjuest of 40 percent of the licensed motor-
vehicle dealers in any county or section larger than a county of this State shall 
authorize a survej' to be made to determine a fair basis for allowances to be made 
for used oars in purchases thereof or exchanges for other new or used cars. Such 
survey, if made, shall be amended from time to time as market conditions change 
and copies of the survey and amendments thereto shall be made available to all 
licensed dealers and s,alesmen. Said survey shall serve as a guide and shall in no 
way be binding upon any licensed dealer or salesman except for the purposes 
stated hereinbefore in this act. 

As an example of the interesting constitutional questions which 
may arise under administration of these statutes, compare the sec
tion of the Nebraska statute quoted in the preceding paragraph with 
the following excerpt from section 15 of the Pennsylvania statute, 
declared im-constitiitional in a lower-court decision: 

Orders fixing prices for used motor vehicles, and establishing standard charges 
ivh-ich shall be deducted for various repairs or replacement on ihe used moior vehicle.— 
(a) The commission shall, within thirty (30) days from the time it is established, 
determine by a survey what the average sale price for used motor vehicles was 
for each make, model, body type, and year, and shall issue orders that for the 
ensuing thirty (,30) days no appraiser shall appraise a used motor vehicle for a 
greater amount * * *_ 

Under the terms of the Peimsylvania statute a basis is provided for 
periodic fixing of maximum prices. In the section of the Nebraska 
statute, quoted in the preceding paragraph, maxhnuin prices are not 
estabUshed, as such, but the "fair basis of allowance" is declared a 
criterion or guide by which the governing authority may determine 
whether price discrimination and excess aUowances on used motor 
vehicles are engaged in by dealers—thus determining whether such 
dealers should be denied or permitted to receive the licenses provided 
for by the statute. 

Under the powders delegated the administrative agency hy the Wis
consin statute, the banking commission has the power to promulgate 
rules and regulations necessary to proper enforcement of the law, and 
the further specific authority to define "unfah trade practices" 
between licensees or between licensees and retaU buyers. Pursuant to 
this delegation of poŵ er the commission on October 15, 1937, insti
tuted, a number of rules and regulations. The commission defined 
certain practices, under the general headhigs "Unethical advertising," 
"Unreasonable finance charge," "Unreasonable clealer participation" 
and "Unethical conduct," to constitute unfair trade practices within 
the purview of the statute. The paddhig or packing of conditional 
sales contracts by dealers, finance companies, or anyone interested in 
the transaction, to an amount "unreasonable or unconscionable" was 
defined as an unfair trade practice. Likewise, the giving, or agree
ment to give, any such participation to an automobile clealer or 
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other person interested in the conditional sales contract was declared 
to constitute an unfah trade practice. Under the heading of "Un
ethical conduct," one of the practices declared to constitute an 
"unfah trade practice" within the purview of the statute is "such 
consistent and material overallowances on used car trade-ins over a 
period of thne which shall tend to adversely affect competition, 
demoralize the industry, or injure the consumers shaU be considered an 
unfair trade practice." 

An important policy adopted by the banking commission was in the 
establishment of standards of fitness, whereby dealers were required to 
conform to certahi standards if a license to do business were received 
or maintahied. This policy was put into effect by rules 5 (a) and 5 (b) 
of the ba.nking commission order of October 15, 1937, previously 
quoted. These rules are as follows: 

(a) The banking commission shall determine the fitness, including financial 
responsibility and other matters pertinent to the status of a dealer, in p̂ ny given 
locality. I t is recognized that the same standards wi l l not f i t in different local
ities, particularlj ' as to urban and rural. For the purpose of determining what 
persons may be f i t ted to engage in the automotive trades industry in any certain 
locality, the banking commission may, in its discretion, obtain information re
garding eligibility for license f rom credit or rating bureaus, dealer advisory com
mittees, or any other source i t may desire to utilize, 

(b) The banking commission shall have power to classify dealers in localities 
according to their investment, equipment, and facilities and according to the 
potentials of said localities, taking into consideration the necessity of each locality 
in respect to service and other matters affecting the public. 

The executive secretary of the Wisconsin Automotive Trades Asso
ciation, closely affiUated with the Wisconsin Banking Commission in 
administration of the Wisconsin statute, gave his version of the com
mission's policy in preventing overallowances on used cars taken in 
trade by Wisconsin dealers in a semiannual report to members of his 
association.̂ " As explained by the association's secretary, the plan is 
as follows: 

The banking commission is primarih^ interested in keeping dealers in a "sol
vent" condition. This policy has resulted in a thorough study of trading habits of 
individual dealers. Such a study incorporated the use of operating and financial 
statements, as well as -n-ashout sheets." Through various forms and mediums 
the banking commission is aware of a dealer's operating practices at all times, and 
knows especially if "a dealer is consistently and materially overallowing on used 
ears." To keep a dealer solvent is the banking commission's method of insti
tut ing a used-oar trade-in allowance control. Because al l dealers report, their 
used-car sales and because an average of such sales is available, the banking 
commission feels that allowances made in line wi th the general averages are above 
reproach, but on all. allowances our average dealer is called upon to furnish 
individual washout sheets. I f such washouts indicate that the dealer's judgment 
was correct in giving more than average, his record is clean, but if his over-
allowances indicate that he is not coming out profitably on such deals, then the 
banking commission checks him thoroughly and a black mark is set upon his 
record. I f over a period of time a dealer does not change such tactics, his license 

i» This article, entitled "Semi-Annual Ileport to Members, Wisconsin Automobile Trades Association," 
by Louis Milan, a,xecutive secretary, appeared in the July 1938 issue of the Northern Automotive Journal, 
published by the Bruce Publishing Go. of Minneapolis, Minn. 

Mr, Milan can speak with authority since there has been very close cooperation on the part of the banking 
commission and the W-iscousin dealer associations, particularly the State association, in the administration 
of the dealers' licensing law. An e.rample of this close cooperation is evidenced in the article cited and is as 
follows: "In .December 1937 and January 1938 a series of district meetings were held throughout the State 
oonducted.Jpintly by the division.of consumer credit of the State banking.department and the Wisconsin 
Automotive-Trades.Association. . 
• UT.T•he.̂ •̂washQut!.̂ as kno.wn.to..the motor:Yehiclo:cetailing trade is the determination of profit or loss on an 

original sa.les transaction in'volving-a uf ed-car.f rade?i.n—iiiot untU'tfl-tf used'f atis sold:may-the profit or loss on 
tbi original trans'afitioto.be d t̂fermihiid. .-...jj) itiitahce's where.-ff seebnd.use'd.car js taken in trade at;th6 tinjo 
the first trade-in is disposed of—arid perhap's a'third used^ar is taken in:.trhdKat the time the secbn<J trade-
in is disposed ot—a number of transactions transpire before the dealer may determine whether the 
•original transaction was a profitable one. 
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is in jeopardy of suspension or revocation or in line for denial the following year,. 
Many Wisconsin counties are operating under cooperative control plans using a 
guidebook for top allowances, but all haye the banking commission's "solvency" 
requirement as a basis * * *_ 

As to results obtained by Wisconsin automobile dealers under the 
banlting commission's admhustration of the Wisconsin statute, the 
association secretary stated: 

The finest tribute to the banking commission's "solvency" plan is the fact that 
overallowances have been reduced f rom $25 to $75 [ f rom $75 to $25 (?)] over a 
year ago. I n concrete terms, this simply means that Wisconsin, which wi l l sell 
50,000 new cars this year, wi l l save $50 per car, or two and a half mill ion dollars. 
This means Wisconsin dealers wUl save two and one-half million dollars which 
they otherwise would have passed on to new car purchasers. 

Other accompUshments accredited to administration of the Wiscon
sin statute were reported by the association secretary as follows: 

I n the 1937 session several bUls were passed strengthening the licensing law by 
prohibiting factories or distributors or their representatives f rom "overloading 
dealers or overcrowding dealers." Unquestionably overloading has been elimi
nated. Dealers are not taking cars, accessories, or parts unless thej"- definitely 
want them, and if any overloading exists i t is because the banking commission is 
not aware of such a condition. Overcrowding in turn is rapidly being eliminated, 
and this is substantiated by the fact that there are 500 less dealers in Wisconsin 
than a year ago, and that replacement of such dealers is, in the vast majori ty of 
<;ases, being dispensed wi th . Facts proving the above point are as follows: To 
date Wisconsm has issued approximately 2,300 dealer licenses as against 2,800 
in 1937. I n addition, 110 applications were denied outright and 150 prospective 
dealers discouraged f rom entering business. I n all, 760 competitors were elimi
nated. The 500 less dealers can largely be attributed to the active policy of the 
banking commission to raise the standards of the trade, but admittedly quite a 
few dealers were forced out of business because of economic conditions. Of 
additional interest is the fact that 450 of the 2,300 dealer licenses issued thus far 
were granted conditionally. I n other words, these licensees have to improve 
their financial, physical, or operating conditions before a f u l l license is given. 
Pailure to comply wi th conditions and stipulations means revocation of condi
tional licenses. * * * 

Manufacturers' viewpoint respecting recent State regulatory laws.— 
The AutomobUe Manufacturers Association, recognized spokesman 
for the majority of the automobUe manufacturers, apparently gave the 
manufacturers' -vdewpointof the State "motor-vehicle dealers' licensing 
laws" in the foUowing excerpts from a recently published brochure 
on that subject: 

O R I G I N A N D OBJECTIVES 

While all manner of arguments -were advanced for enactment of these laws, 
principal objectives a,re recognized' to have been methods of moderating compe
t i t ion and relieving pressure upoli the competitors. Three of the States specifi
cally l imi t the actions of manufacturers toward dealers. One provides penalties 
for habitual granting of "excessive trade-in allowances" by dealers for the purpose 
of in jur ing competitors. 

Bu t also among grounds for denial or revocation of dealer licenses are "unf i t -
.ness" which is linked to bad business repute; insolvency, and "inabi l i ty to satisfy 
final judgments which may reasonably be anticipated," 

" This brochure, referred to in a previous footnote ui this chapter, is entitled "Motor Vehicle Dealer 
Licensing Laws in Force November 16, 1938." That the viewpoint therein expressed has the official endorse
ment of the board of directors of the association is shown by the following excerpt from the minutes of an 
Automobile Manufacturers Association sales managers committee meeting of September 14, 1938: "19S9 
Siate legislation.—Mr. Meixell [Harry Mebtell, secretary of legislative committee of Automobile Manufac
turers Association] reported on prospects of State legislation in 1939 bear- [ingl directly or indirectly on fao-
torv-dealer relations. Also he distributed to each one present an analysis prepared by Automobile Manu
facturers Association of dealer licensing laws of Wisconsin, Ohio, Nebraska, and Iowa, in force September 1, 
1938. Mr. Meixell stated that the Automobile Manufacturers Association board of directors has gone on 
record as opposed to dealer licensing laws and that the public relations committee of Automobile Manu
facturers Association is planning to release for distribution to dealers, and for general publication, this 
analysis of the dealer licensing laws in the four States, to be accompanied by pertinent questions pointing 
out the implications of such legislation." . . . . 
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111 conjunction there are the powers to conduct trade-in allowance surveys and 

to analyze the books or investigate activities of the licensees. 
Proponents of the la-ws in every case have been organizations of the dealers 

themselves, whose spokesmen have testified to the desire for control over acute 
•types of competition. 

Unlike the general body of safety and health licensing laws, the motor vehicle 
bills have been exclusively trade sponsored, by dealers, frequently with the sup
port of some safes-financing organizations. 

There has beeli no popular sponsorship nor support from organizations speaking 
for consumers as such. 

CONSUMER QUESTION INVOLVED 
WhUe sponsors of these laws maintain that the buying public is to be benefited 

Iiy establishment of a more orderly market, with elimination of illegitimate or 
•dishonest trade practices, i t remains to be established through experience that 
fu l l application of these laws eventually will not bring about higher selling prices 
to the retail buyer to an extent that would curtail the voluirie of sales available 
to the dealere remaining in the field under license. Such a result would inevitably 
restrict seriously the employment available in the many industries contributing to 
production of motor vehicles. 

Also -there remains the question whether vigorous enforcement of adequate 
•general statutes for the punishment of business fraud upon the purchaser, would 
not deal more efficiently with the subject matter from the point of view of the 
buying pubHo. 

COMPETITIVE RECORD OP M.'i.NUFACTirRERS 

Because of considerations such as these, the manufacturing branch of the 
automobile mdustry has consistently kept away froms all form of agreements or 
other proposals limiting or controUing competition among its own component units. 

Under the National Industrial Recovery Act, the car-manufacturing industry's 
•code contained only labor provisions and had no section dealing in any w-ay -with 
trade practices. 

This same situation has prevailed in all other periods of the industry, on the 
theory that a free market, stimulating competition among makers in both price 
and quality, resulted not only in maximum benefit to the ultimate purchaser but 
also to employment, and to the producer and merchant whose profits are depend
ent upon an active, healthy market for the sale of motor vehicles. 

RegarcUess of the controversial questions as to the need, origin, 
objectives, and possible results of these statutes and of shnilar biUs 
introduced in a number of other States tins fact is clear—there is a 
deUnite trend toward State regulation of the motor-vehicle-retailing 
industry, insofar as that industry is subject to the police power of the 
•States, 

SECTION 5, LEGAL ASPECTS OF DEALER ASSOCIATION PLANS 
CONTROL PRICES OR OTHERWISE RESTRICT COMPETITION 

TO 

The Federal viewpoint.—Trade associations or other commercial 
•organizations of competitors may not adopt codes or rules or estabUsh 
figreements and understandings, written or oral, which, if put into 
effect by concert of action, have the effect or tendency of restraining 
trade or establishing monopoly in interstate commerce. Such associa
tions are rarely engaged in hiterstate coinmerce or other-wise operated 
for profit, as they are maintained for the benefit of theh members who 
financiaUy support them, but they are nevertheless amenable to the 
Federal a.ntitrust laws when their member-dealers are engaged hi 
interstate commerce.̂ ' Under the Sherman Act an agreement or 
conspiracy in restraint of interstate commerce may be a -nolation of 
law, whether; or, not followed by efforts to carry it into effect.̂ * Even 

Chamber of Commerce of Minneapolis et at, v. Federal Trade Commission (13 F. (2d) 673) and other cases. 
1* 17. S. V, Trenton Potteries Company (273 U. S. 392). 
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in the absence of direct evidence of the existence of an agreement or 
conspiracy, such agreement or consphacy maj^ be inferred from the 
things actuallj'- done by the alleged conspirators.'̂  

In price-fixhig cases the Federal courts have refused to consider the 
reasonableness of the prices fixed when they have determined that the 
prices have been fixed in an unlawful manner. In the Trenton Pot
teries case, supra, i t was adjudged that the trial court, after charging 
that— 
the law is clear that an agreement on the part of the membei's of a combination 
controlling a substantial part of a.n industry, upon the prices which the members 
are to charge for their commodity, is in itself an undue and unreasonable restraint 
of trade and commerce; * * * 

did not err m refusing to charge that—• 
The essence of the law is injury to the public; i t is not every restraint of com

petition and not every restraint of trade that works an injury to the pubhc; 
i t is only an undue and unreasonable restraint of trade that has such an elTec-t 
and is deemed to be unlawful.'" 

In upholduig the trial court the Supreme Court made it clear that 
the fixing of prices by members of a trade, whereby a substantial 
portion of the trade is controlled, is Ulegal, stating hi part: 

In Federal Trade Co-m-tniss-ion v. Pacific Sta-tes Paper Trade Association, * * * 
we upheld orders of the Commission forbidding price fixing and prohibiting the 
use of agreed price lists by wholesale dealers in interstate commerce, without 
regard to the reasonableness of the prices." 

The provisions of the Sherman Act prolnbithig combinations in 
restraint of interstate commerce, or monopolization of interstate 
commerce, have both a geographical and distributive significance and 
apply to any part of the United States as distinguished from, the whole, 
and to any one of the classes of things forming a part of interstate 
commerce.'* 

Specific application of Fedei'al law,—The question as to whether 
Federa.l jurisdiction exists respecting association activities such as a 
number of those described in section 3 depends upon whether inter
state commerce is involved. Since automobUes are sold both in inter
state and intrastate transactions, a special jurisdictional study would 
necessarUy precede any action that might be taken against any group 
of automobile retailers or any combination of automobile retailers and 
manufacturers. Without the intention of stigmatizing any group of 
automobile clealers or any automobile manufactm-er, a discussion of 
the competition-restricting- practices reported as viewed in the light 
of previous Federal ĉourt decisions involving the same or similar 
practices is considered helpful, and for that purpose—and for that 
purpose alone—it wdll be assumed that Federal jurisdiction exists over 
any and all of the groups and activities investigated. 

Membership in a number of the competition-restricting plans 
investigated is confined to dealers seUing a particular make of auto
mobile, or automobUes produced by a particular manufacturer. 
The trade-restraining activities of such a group obviously result in a 
smaUer lessening of competition and a smaller trade restraint than 

" Eastern States Ln-mber Association v. United States (.S34 U. S. 600, 612): Wholesale Grocers' Association 
of El Paso, Texas, et at. v. Federal Trade Commission (277 Fed. 057). 

16 273-U, S; 392; 300 Fed, 550, reversed, 
" 273 U, S. 392, 400. 
I ' Indiana Farmers' Guide Publishing Company v. Prairie Farmer's Ouide Publishing Company (293 U, S. 

268, 279); JOT Film Corporation v. Federal Trade Commission (296 Fed. 353, 356); and Moir et al., partnership 
Domg Business Under the Trade Name and Style of Chase\& Sanborn^. Federal Trade Commission (12 Fci. 
(2d) 22), 
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those activities of groups whose membership embraces the majority 
of new-car dealers or the majority of dealers selUng cars in the same 
competitive price range. However, the fixing of prices by one group 
of dealers selling a substantial percentage of the automobUes sold in 
a community would usually, it is believed, have a great tendency in 
lessening- price competition among other dealers and as between them
selves and other dealers. Certainly, where the plan is successfid in 
operation, there is a great tendency for other dealers to adopt the same 
plan, as evidenced by the following excerpt from a letter written by 
the president of a PhUadelphia dealers' association to the regional 
sales representative of the manufacturer the dealer represents, the 
manufacturer having objected to the dealers' trade practices: 

I t has come to our attention that since our last meeting with the Buick officials 
numerous dealer associations have been formed throughout the country. In 
fact, here in Philadelphia many of the new-car dealers are now organizing numer
ous associations patterned after our own. 

Among the rules appeariag in a number of the codes and agree
ments, expressly or tacitly agreed to by members of motor-vehicle-
dealer appraisal bureaus and other simUar plans, is the provision that 
minimum prices wUl be fixed and adhered to in certahi types of sales 
of new motor vehicles hy means of uniform maximum discounts. 
This is usually seen ia provisions like the foUo-vvdng: 

On new cars where no trade-in is involved, a dealer may allow a maximum 
discount of 3 percent of the delivered price of the new vehicle (from the manu
facturer's "suggested" price); 

and—• 
no member or his employee will at any time allow a discount from retail sales, 
price, as established by the Buick Motor Co., in excess of $50 on 40 series, $60 on 
60 series, $75 on SO series, $100 on 90 series. 

Where dealers establish or agree among themselves to the estab
lishment of, and adherence to, uniform prices, maximum or minimum, 
or actual sales prices, such provisions, where interstate commerce is 
involved, are contrary to the Federal antitrust statutes, and it makes 
no difference that prices thus established or agreed to are reasonable 
prices.'̂  In the Trenton Potteries case i t was stated that—• 

The aim and result of everj' price-fixing agreement, if effective, is the elimination 
of one form of competition. The power to fix prices, whether reasonabh'- exer
cised or not, involves power to control the market and fix arbitrary and unreason
able prices. The reasoitable price fixed today may through economic and busi
ness changes become the unreasonable price of tomorrow. Once established it. 
may be maintained unchanged because of the absence of competition secured by 
the agreement for a price reasonable when fixed. Agreements which create such 
potential power may well be held to be in themselves unreasonable or unlawful, 
restraints, without the necessity of minute inquiry whether a particular price is 
reasonable or unreasonable as fixed and without placing on the Government in 
enforcing the Sherman law the burden of ascertaining from day to day whether̂  
it has become unreasonable through the mere variation of economic conditions.. 
Moreover, in the absence of express legislation requiring it, we would hestitate-
to adopt a construction making the difference between legal and illegal conduct 
in the field of business relations depend upon so uncertain a test as whether-
prices are reasonable—a determination which can be satisfactorily made only 
after a complete survey of our economic organization and a choice between rival 
philosophies," 

Agreements between members of dealer associations and bureaus tô  
maintain prices "suggested" by manufacturers are unlawful under 

I ' Pacific States Paper Trade Association case, supra; Trenton Potteries case, supra. 
273 U, S, 392. -

171233—39 28 
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the Federal antitrust statutes whenever interstate coinmerce is sub
stantiaUy involved. The Sherman Antitrust Act, as amended bv 
the Tydmgs-MiUer Act (Public No. 314, 75th Cong., H. R. 7472, 
approved August 17, 1937), permits under certahi specified conditions 
price maintenance by contracts or agreements between vendors and 
vendees, but prohibits price-maintenance contracts and agreements 
between competitors by the foUowing provision: 
Provided further. That the preceding proviso shall not make lawful any contract 
or agreement, providing for the establishment or maintenance of minimum resale 
prices on any commodity herein involved, between manufacturers, or between 
producers, or between wholesalers, or between brokers, or between factors, or 
between retailers, or between persons, firms, or corporations in competition with 
each other. Every person who shall make any contract or engage in any com
bination or conspiracy hereby declared to be illegal shall be deemed guilty of a 
misdemeanor, and, on conviction thereof, shall be punished by fine not exceeding 
•$5,000, or by imprisonment not exceeding one year, or by both said punishments, 
in the discretion of the court. 

The primary object in maintaining appraisal bureaus and simUar 
agencies is, according to the dealer groups participating in such plans, 
to eliminate overaUowances on used cars taken in trade. Since the 
advent of the used car trade-in as a major factor in the retailing of 
new cars, price competition between dealers has definitely slufted, in 
transactions w-here trade-ins are involved, from the sales price of the 
new car to the purchase price of the used oar trade-in. In such in
stances the aUowance made on the used car, while on its face a pur
chase price, is, from a practical viewpoint, an element, and an import
ant one, in the price or value received from the sale of the new car. 
I t is obvious that when the dealer aUows a greater amount for the 
used car trade-in than he in turn can obtain from its resale he is in 
effect reducing the margin of profit on the new car sold. At the present 
time not only do the great majority of new-car sales involve the taking-
hi trade of used cars as part payment therefor, b.ut when, in turn, the 
trade-ins are sold, still other used cars of lesser value are taken m by 
the dealer as part payment. 

Statistics compiled hy the National Automobile Dealers Association 
show that new-car dealers must take in trade an average of approxi
mately two used cars for each new car sold. '̂ In the parlance of the 
trade: "Every new car 'washout' involves two used car trade-ins." 
In commenting on the losses taken by dealers on used car trade-ins 
during 1937, the National Automobile Dealers Association stated in 
its official buUetin, issue of June 1938, that statistics compiled showed 
a "used-car trading loss" of $39,03 per new car sold. 

Cooperative efforts on the part of motor vehicle dealer associations 
in attempting to cope with, the chaotic condition which has existed, 
and which still exists, in the motor-vehicle retail trade are commend
able, pro-vided they are confined witlun proper legal Ihnits. Agencies 
of the Federal Government have worked with trade associations and 
industries hi cooperative endeavors to alleviate economic distress and 
to raise the standards of competitive relationship. The Department 
of Coinmerce, the Department of Justice, and the Federal Trade 
Commission have worked in the ioterest of American industries. To 
the Trade Practice Conference Di-sdsion of the Federal Trade Com
mission scores of American industries have submitted their problems 

'". statistics mentioned covering a 6-year period, are contained in the National Automobile Dealers Asso
ciation bulletin of June 1938 at pp. 6 and 7. . . . . . . 
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and have received valuable assistance from the Commission through 
the elimination or prevention of mifair methods of competition, in 
commerce and unfah or deceptive acts or practices in commerce. 
However, there are limits which may not be overreached by organi
zations of competitors, in the best interest of the industries and of the 
public at large. 

Regarding the distribution of statistical and technical information 
by associations of competitors, and regarding other acti-vities of such 
groups, the course charted by Chief Justice Hughes in delivering the 
Court's opinion in the Sugar Institute case -̂ is outstanding. The 
•cases cited therein are Sherman Act decisions. 

.\B free competition means a free and open market among both buyers aud 
sellers, competition does not become less free merely because of the distribution of 
knowledge of the essential factors entering into commercial transactions. The 
natural effect of the acquisition of the wider and more scientific knowledge of 
business conditions on the minds of those engaged in commerce, and the conse
quent stabilizing of production and price, cannot be said to be an unreasonable 
restraint or in any respect unlawful. Maple Flooring Assn. v. United States 
(268 U. .S.- 563, 582, 583). 

In that case we decided that trade associations which openly and fairly gather 
and disseminate information as to the cost of their product, the volume of pro
duction, the actual price which the product has brought in past transactions, 
stocks of merchandise on hand, approximate costs of transportation, -without 
reaching or attempting to reach an agreement or concerted action with respect to 
prices or production or restraining competition, do not fail under the interdiction 
of the [Slierman] act, (Id,, p. 586, See also. Cement Manufacturers Assn. v. 
United States, 268 U. S. 588, 604, 606.) 

The freedom of concerted action to improve conditions has an obvious limita
tion. The end does not justify illegal means. The endeavor to put a stop to 
illicit practices must not itself become illicit. As the statute draws the line at 
unreasonable restraints, a cooperative endeavor which transgresses that line 
cannot justify itself by pointing to evils afflicting the industry or to a laudable 
purpose to remove them. 

And while the collection and dissemination of trade statistics are in themselves 
permissible and may be a useful adjunct of fair commerce, a combination to gather 
and supply information as a part of a plan to impose, unwarrantable restrictions, 
as, for example, to curtail production and raise prices, has been condemned. 
American Column Compan-y v. United States (267 U, S! 377, 411, 412); United 
States V. Linseed Oil Company, supra; Maple Flooring Assn. v. United States, 
supra * * *. 

Tbe practice used by dealer associations in establishhig maxhnum 
purchase prices, or aUowances, govenung the trade-in of used cars, 
is open to the same objections that apply to establishing new-car prices 
by common agreement. Where associations use this practice it is gen
erally tlnough adoption of "maximum aUowance sheets," or "top 
sheets" as they are termed in the trade, as compUed by the numerous 
publishers of such services, or, in many cases, compUed by the asso
ciations themselves. Usually fines, or penalties, are imposed for ex
ceeding the maximum prices adopted. Sometimes the fine is paid 
into the association's treasury ; in some instances the fine is divided 
among the competing dealers and salesmen who were in competition 
on the "deal," 

This practice of estabhshing and adhering to maximum allowances, 
or prices, for used cars taken in trade plays a dual role. These price 
allowa.nces are, on their face, buying prices for used automobiles, 

but practically they are elements in tbe prices customers pay for new 
" Sumr Institute, Inc., et at, v. United States (297 U. S, 553, 698, 699, 600), 
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cars. Thus, not only does the practice result in the fixing of maximum:, 
purchasmg prices on used cars traded in, but the used-car prices so-
fixed are essential price elements in new-car sales, and, as such, may 
result in agreements to fhx or to maintahi prices on new cars. 

The practice of adopting rigid used-car "purcbasing prices," or 
"allowances," has been supplanted in numerous instances by other-
methods of regulating bidding on used cars taken in trade. Perhaps 
the most widely used practice, based on dealer-association activities 
reported in an earlier section of this chapter, is exemplified by the 
follo-ftdng: 

The first Ford dealer that a prospect with a trade-in contacts registers the 
allowance he is willing to make on the prospect's trade-in, with the association. 
The first succeeding dealer contacted by this prospect must (if he desires to make-
a higher bid rather than to "stand" on the prior bid as registered with the bureau, 
or drop out of the bidding entirely) increase the dealer's oft'er by at least $25.. 
Thereafter, each offer must be made $50 higher on Ford cars, if they increase at all.. 
On all other makes of cars each raise is $25. Each dealer registers all second-hand 
appraisals and offers made thereon with the association. Each dealer must 
contact the association to ascertain whether some other dealer has made an̂  
ofler previously. 

The above quotation is from a report made by the Commission's 
exammer as to the activities of the T-win City Ford Dealers' Associa
tion, Inc., of Minneapolis and St, Paul, Minn,, and is based upon an 
oral description given by the executive secretary of that association. 
The used-car-allowance statistics used in connection wdth the above-
described practice are, accordmg to the examiner's report, compUed. 
as follows: 

Each dealer finds the cost of reconditioning second-hand cars by years, adds 
thereto the selling expense and deducts this figure from the selling price, arriving 
at a figure that is the greatest possible trade-in allowance that could be given by 
him on a trade-in and stiU break even. AU these member reports are taken-
collectively by the association and the averages are computed therefrom. 

On the models not included in the statistics compUed by the asso
ciation the follo-v\dng method is used: 

Each member dealer takes the N. A. D. A. (National Automobile Dealers. 
Association) guidebook and deducts 20 percent from the sugge,sted trade-in 
value shown therein. 

In associational plans where regulation of bidding is foUowed in the 
manner above described, many minor variations are noticed. Gen
erally, the object of the practice is stated to be the elimination of 
"small price chiseling," pre-yiously defined. In some instances the 
maxhnum bid "raises" are as low as $5 for the second bidder and 
$10 for all subsequent bidders. In the majority of "plans" involving-
such practices, violations are "punished" by infUction of penalties. 

In determinhig the legality or illegaUty of plans operated by the 
method last described the substantiality of the amomits by which 
bids subsequent to an original bid are restricted may be of material 
importance in arriving at a conclusion as to the reasonableness or 
unreasonableness of tbe restraint imposed. Also, of particular 
iniportance is the relationship between the restrictive bidding and the 
.price.guides used; i t is ob-vious that a plan of restrictive bidding may 
readUy'be cohverted^ ihtd a device for maintaining a mutually, agreed-
upon price list. The nature of the plan as a whole, including the 
elements of secrecy from public Imowledge and the consequent 
deception that may be practiced thereby, like-wise are important 
factors. 



REPORT ON MOTOR VEHICLE INDUSTRY 4^3 

An interesting and unique practice for regulation of bidding on used 
•cars ofl'ered in trade as part pa.yment of the purchase price of new 
•cars wherein many trade-restraining features are involved is described 
in the following quotation: 

Realizing that the first dealer to file an appraisal has done most of the mis
sionary work incidental to making a sale, i t is agreed that when the first dealer 
files his apjjraisal, he shall be known as dealer A, the second dealer filing an 
•appraisal will be kno-n-n as dealer B, the third dealer, C, etc. 

All of the members agree that when an appraisal is filed with the association 
liy dealer A, dealer B is not permitted to allow an amount exceeding $15 less than 
the appraisal of dealer A, and dealer C in turn is not permitted to allow an amount 
.-greater than $25 less than dealer A, Dealers D, E, F, etc., may allow a price 
.equivalent to dealer C. This rule shall not apply, however, when a dealer 
appraises a car, -which car is registered in his zone of influence. In this event, 
such dealer appraising a car in his zone of influence may equal or exceed an 
appraisal of dealer A, whether he be dealer B, C; D, E, F, etc. 

In order to eliminate concretely the question of Jurisdiction, the prospect's 
•owner card wherever registered, will be the determining factor in who has juris
diction over the appraisal. 

The above quotation is taken from a March 14, 1938, agreement of 
members of the Buick Dealers Association of the PhUadelplua Metro
politan Zone. Under the agreement, if a prospect desiring to pm-chase 
a new Buick automobile and h,aving a used car which he desired to 
trade in a.s part payment thereof, contacts the Buick dealer in whose 
"zone" lie lives, no other Buick dealer in the en the PhUadelphia 
metropolitan zone may offer a higher bid. This apparently accom
plishes a division of customers and an enforcement of local terri
torial protection in addition to other restrictions on competition. 

I f , however, the prospect with the used car to trade had gone to a 
Buick dealer other than the one in whose "zone of influence" he lives, 
who under the agreement would be dealer A, then such dealer enjoys 
a monopoty, unless subsequently the "zone of influence" dealer is 
•contacted hy the prosjject, in which case the zone dealer may overbid 
dealer A and make the sale. I n the instance just cited, competition 
is restricted, hisofar as the sale of Bmck automobiles within the area 
previously mentioned is concerned, to only two dealers—and even 
then competition is partially restrained, as the A dealer may not 
equal any bid made by the zone of influence dealer. Dealers B, C, 
-D, etc., under the scheme above outlined may never approach in 
their bidding any closer than $15 and $25, respectively, to the highest 
bid registered by dealer A, or a "zone of influence" dealer. They 
•apparently enter into the bidding for tbe immediate purpose of making 
"the prospect think that he is receiving the benefit of actual competi
tion. 

At the present time the principal source of market price information 
respectmg used cars that is available to the purchasing public is found 
in the classified advertising pages of newspapers. I n addition, 
dealers have used-car guides, some of which are prex^ared hy statistical 
and ]^ublislung firms that obtain information respectmg actual sales 
and compile periodically statistical summaries or "guides" for sale 
to dealers on a subscription basis. Other used-car guides are pre
pared and sold in a similar ma.nner by trade associations of dealers. 
Still others are prepared by local associations for their o-wn use. Some 
of the guides compiled by associations reflect not only statistics of 
actu.al sales, but also the opinions of association secretaries, price-
fixing committees, or others closely connected with the associations 
or the members of such associations. 
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There is need for wider dissemination among the purchasing public 
of used-car market price information. This need, however, is not 
met by used-car guides which generally are available only to dealers 
for wliose use they are prepared and to whom they are undoubtedly 
useful in appraising used cars. Any used-car guide is susceptible of 
use as a pi-ice-fixing instrument. This is expecially true Avhere thê !-
are compiled by associations for their own use. Therefore their use 
raises the question as to whether they are being employed in an illegal 
manner under the laws of the various States, or under Federal laws 
if dealers involved are operating in interstate commerce. 

Manufacturer participation in dealer plans to control competition.— 
In a number of the reports concerning appraisal bureaus and similar 
plans, i t is noted that in varying degrees motor-vehicle manufacturers 
or theh- agents a.iid employees aid the dealers in the formulation or 
operation of such plans. Where, and if, the combmed activities of 
the manufacturers and dealers transgress the Federal Antitrust Acts, 
the ma.nufacturers are equally liable with the dealers. 

During the investigation several instances of close cooperation 
between manufacturers' representatives and groups of dealers in the 
formulation or operation of appraisal bureaus or other plans to restrict 
competition, were reported, A dealer-member of the Market Analy
sis, Inc., a Los Angeles, CaUf., appraisal bureau operated by the Ford 
dealers of the Los Angeles metropolitan area., stated to the Commis
sion's examiner that the bureau operated -̂ d̂th the close cooperation 
of Ira Groves, the Ford district branch ma.nager. He finther stated, 
substantially as quoted: 

When the change was made about the first of this year (1938) in connection 
with paying the cost of this service by a check instead of to the Ford factory, 
Ira Groves, Pord district branch manager, instructed me how to send my check 
so that the Market Analysis would receive it. Mr. Groves also gave us the code 
word that was changed every week. 

Close cooperation between the Buick Motors Di-vision of General 
Motors Corporation and the Buick dealers of the Philadelphia, Pa., 
area was shown in the report given in section 3 of this chapter, under 
the heading, "The Buick Dealers Association of the Pluladelphia 
Metropolitan Zone." A dealer member of the association stated that 
the "Philadelphia plan," which utiUzed appraisal bureau methods, 
is "factory-controlled." The following excerpt from a. letter written 
by W. F. Hufstader, general sales manager for the Buick Motors 
Di-vision, addressed to a Pluladelphia Buick dealer, and concerning 
the activities of a General Motors Holding Corporation dealership, 
is as follows: 

Confirming our discussion of today, and in consideration of the continuation 
of the Lansdowne operation, we will see to it that that operation will function 
100 percent in acco ••dance with the program which I discussed with the Phila
delphia dealers yesterday. 

We will have it definitely understood that all so-called "original" appraisals 
that come into the Lansdowne zone of influence from another zone of influence 
shall be made on the basis of the retail price as given for the particular car in the 
National Automobile Dealers' Association used ear market report. 

Should .substantiated evidence be submitted that the Lansdowne dealership is 
violating the intent and purpose of the Philadelphia plan, then the operator of 
the Lansdowne dealership shall be eliminated. 

The present investigation is by no means the Commission's fhst 
study of alleged price-fixing and price-maintaining practices in the 
automobile retailing industry. In a complaint issued by the Federal 
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Trade Commission agahist the Boston AutomobUe Dealers Associa
tion, Inc., its officers and members, wherein a charge of "undertaking 
and combining to fix maximum prices" (on used cars turned in), 
"in comiection -vidth the sale of automobiles," an order of dismissal 
was entered on Is/Lay 2, 1925, "without prejudice for the reason that 
no interstate commerce is shown." 

When, in 1935, trade-practice rules were considered on behalf of 
the motor vehicle retaU industrj'-, after prelhninary conferences and 
submission of proposed rules to the Commission, the Commission 
found itself unable to accept certain rules providing for price mainte
nance and price fixing-: The following are excerpts from a press 
release under date of Friday, November 1, 1935: 

Trade practice conference rules for retail automobile dealers in the United 
States,, as proposed by representatives of that trade under the Federal Trade 
Commission's trade practice conference procedure, have been disapproved bj ' 
the Commission for the reason that four of the six rules proposed embodied an 
illegal price-fixing arrangement and would tend to unreasonably restrain trade 
in violation of Federal antitrust laws, including the Federal Trade Commission 
Act. In announcing that four of the six rules had been disapproved, the Com
mission made it known it had advised the industry the other rules submitted 
would be approved if revised in conformitj' -n-ith certain suggestions made by the 
Commission. 

ih 

'If 
Among the proposed' rules, was one providing that aU dealers be required to 

sell new automobiles at the so-called factory suggested delivered price effective 
in the territory in which the respective dealers operate. The Commission said 
it was clear this proposed rule would provide for resale price maintenance by 
combination and agreement among competing dealers, which practice would be 
unlawful. Another proposal provided a plan by which the trade-in price of used 
cars would have been fixed and all dealers receiving trade-in cars would have been 
prohibited from allowing the customer more than the price fixed for the parti
cular sales territory. The Commission held this would constitute price fixings 
which, in conjunction with the proposed rule already refeiTed to, would eliminate 
price competition among dealers in the sale of any given make of car. 

The problem caused by excessive aUowances on used merchandise 
taken hi trade as part payment of the purchase price of new machinery 
is not confined to the motor vehicle retaUing trade but has been 
noticed in a number of other industries. Nor are cooperative efforts 
constituting price fixing and imauthorized price-maintenance plans, 
for the purpose of regulating competition hi transactions involving-
the trading in of used merchandise, confined to the motor vehicle 
retaUing trade. The foUo-wing is an excerpt from the Commission's 
cease and desist order issued agahist an association of manufacturers 
and sellers of heavy machinery (i. e., presses, drUls, lathes, and other 
machine tools) doing a substantial interstate business in the Chicago 
trade area: 

I t is now ordered, that the respondents named * * * as members of 
Machine Tool Distributors, Chicago district, * * * do cease and desist 
from the use of the Chicago appraisal plan, or an}' other similar appraisal plan, 
in the course and conduct of their said businesses in interstate commerce, through, 
-which * * * pursuant to agreement among themselves, they register with, 
a central office or exchange with each other their firm bids or appraisals on used 
machinery offered to them as part payment for new machinery with the under
standing that the member making the first or the highest appra,isal or bid accept 
or purchase the used machinery, paying cash therefor, regardless of whether or 
not such bidder shall make a sale of new machinery to the customer ofTering the-
used machinery as part payment; or from the adoption of any other plan whereby-
respondent members suppress or restrict competition between and among them-

" Issimnce of tlie order of dismissal is reported in vol. I X , Federal Trade Commission Reports, at p. 478-

I if' 

I 
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selves in the bidding for or appraising of used machinery offered in trade as part 
payment for new machinery." 

The cease and desist order was not contested. As a finding of 
fact, regarding the close relationship between the price, or allowance, 
fixed on the used machinery taken in trade, and the price of the 
new machinery sold, the Commission decided: 

Said customers' are thus compelled to pay higher prices for their new machinery, 
there being a direct relation between the amount allowed by said members for 
used macliinery as part pa}'ment and the total purchase price of the new machinery 
sold. 

In a complaint dated January 19, 1939, answers to which have 
been filed specifically denying the principal charges thereof, the 
Commission charged— 

I n the Matter of Power and Gang Mower Manufacturers Association et al, 
that the respondent association and members thereof, for the purpose of elimi
nating among themselves competition as to discounts, terms, and conditions of 
sale, entered into and have since carried out * * * an agreement, com
bination, understanding, and conspiracy among themselves to fix and maintain, 
and by which they have fixed and maintained, uniform discounts, terms, and con
ditions of sale in selling power lawn mowers in conimerce between and among 
the various States of the United States and in the District of Columbia. 

One such practice enumerated is the foUowing: 
B j ' agreement among themselves have fixed and maintained and have adhered 

to and still adhere to schedule of uniform trade-in allowances for used power 
lawn mowers * * *. 

Jurisdiction.—Since motor vehicles are sold tn both interstate and 
intrastate transactions, each tj^pe of sale undoubtedly representing 
a substantial portion of the total volume sold, a special jurisdictional 
study is obviously necessary in any proceeding instituted by the 
Federal or State Governments against associations or other organi
zations of motor-vehicle dealers. In the oiUy instance in which the 
Federal Trade Commission has issued a formal complaint as the 
result of alleged activities of inotor-vehicle-dealer "appraisal bureaus," 
it was found that tbe jurisdictional elements necessary for remedial 
action by the Commission were lacking. 

Applicability of State antitrust acts.—In the constitutions of 25 
States there are embodied specific provisions authorizing the enact
ment of antitrust legislation.̂ ^ Antitrust statutes have been enacted 
in 39 of the 48 States.̂ ^ In the District of Columbia the Federal anti
trust statutes are applicable, 

•< Quoted from In ihe Matter of Machine Tool Distributors, Chicago district, et al,, 17 F, T. 0. 4S. 
" Alabama, IV , 103; Arizona, X I V , 15; Arkansas, I I , 19; Cunnccticiit, 1, 1; Georgia, IV, i i . -1; Idalio, X I , 

18; Kentucky, 198, 201; Loiisiaua, X I I I , 5, X I X , U ; Maryland, D. R., 41; Minnesota, IV , 35; Mississippi, 
V I I , 198; Montana, XV, 20; New Hampshire, I I , 83; New Mexico, IV, 38; North Carolina, 1, 31; North Da
kota, V I I , 146; Oklahoma, I I , 32, V, 44, I X , 4,5; South Carolina, I X , 13; South Dakota, X V I I , 20; Tennessee, 
I , 22; Texas, 1, 26; Utah, X I I , 20; Virginia, X I I , 105; Washington, X l l , 22; Wyoming, 1, 30, .X, 8. 

" Alabama, 1928 Code, chs. 91, 211, 2S2, 272; Ari-iona, 1928 Code, ch. 77; Arkansas, 1921 Code, ch. 124 
California, 1931 Code, sees. 1673-1675; laws 1931, Act 8702; Colorado, none; Connecticut, Statutes 1930. ch. 
330; Delaware,none; Florida, General Laws 1927, eb. 10; Georgia, 1933 Code, cbs.20-26,50-02,05-72; Idaho, Code 
1932, clis. 1, -10; Illinois, Statutes 1935, chs. 32, 38; Indiana, Statutes 1933, titles 15,23; Iowa, 1935 Code, ch. 
434; Kansas, 1923 Statutes, cbs. 10, 60, 1933 Supp.; Kentucky, none; Louisiana, Statutes 1932, title X L ; 
Maine, Statutes 1930, chs. m, 138; Maryland, none; Massachusetts, General Laws 1932, ch. 93; Michigan, 
•Compiled Laws 1899, Act 226; Compiled Laws 1905, Acts 229, 329; laws 1931, Aot 328; Minnesota, .Statutes 
1927, ch. 103; Mississippi, Code 1930, ch. 6S; Missouri, Statutes 1929, ch. 47; Montana, Penal Code, oh. 14r 
Civil Code, ch. 109; Nebraska, Statutes 1929, ch. 59; Nevada, none; New Hampshire, Public Laws 192U, 
ch. 168; New lersey, none; Now Mexico, Statutes 1929, ch. 35; New York Consolidated Laws 1930, ch, 21; 
North Carolina, Code 1935, ch. 53; North Dakota, Compiled Laws 1913, eh. 55; Ohio, General Code 1936 
ch. 31; Oklahoma, Statutes 1931, ch. 68 and 1936 Supp.; Oregon, Code 1930, titles XIV, X L V I , aud 1935 
Supp., Pennsylvania, none; Rhode Island, none; .South Carolina, Code 1932, title 34; South Dakota Code 
1029, sec. 4352 et seq.; Tennessee, Code 1932, title 14; Texas, Ciyil Stats. 1930, title 120; Penal Code 1936, 
title 19: Utah, Stats. 1933, chs. 1, 55; Vermont, Public Laws 1933, sees. 6S55, 5942, 7722-7723; Virginia, 193S 
Code, bh. 185A; Washington, Stats. 1922, sees. 7076. 8301-8302, and 1927 Supp.; West Virginia, Code 1931 
eh. 61; Wisconsin, 1935 Stats, ch. 133; Wyoming, none. 
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There is Uttle uniformity m the provisions of the various State anti
trust statutes although the three major activities declared unlawful are 
combinations m restraint of trade, monopolies, and contracts in re
straint of trade. The greatest imaformity is seen in the declarations 
agamst Ulegal trusts, the statutes of 25 States having such provisions. 
Although ma.ny of the statutes have provisions protecting specific in
dustries, only those provisions wUl be mentioned which are broad 
enough in scope to permit regulation of cooperative activities of com
petitors engaged hi the sale of motor vehicles hi intrastate commerce. 

Combinations,—Among the combinations and instrumentalities de
clared unlawful "for any person, corporation, or other legal entity" to 
enter into or be a partj^ to, are trusts (2-5 States), combhiations (19-
States), combinations of capital, sldll, or acts (12 States), agreements 
(18 States), contracts (14 States), understandings (10 States), con
federations (7 States), arrangements (6 States), pools (10 States), and 
consphacies (1 State), where such combinations or instrumentalities 
are for the purpose of, or have the effect of, fixing, regulating, or con
trolling prices (34 States), establishhig standards to control prices 
(15 States), establishhig prices to preclude competition (13 States), 
combhiitig interests to afiiect prices (14 States), preventing competi
tion in purchasing or seUiiig (17 States), restricting the free pursuit of 
any bushiess (5 States), or restricting trade or commerce (19 States). 

In Idaho, Indiana, Louisiana, Maine, Nebraska, North Carolina, 
Oklahoma, and Wisconsin it is declared unlawful for ai-iy person, cor
poration, or other legal entity to enter into— 
any contract, combination in the form of a trust or otherwise, or conspiracy in 
restraint of trade or commerce. 

Arizona, Indiana, Mississippi, and Oregon statutes declare that i t 
is unlawful for any person, corporation, or other legal entity to enter-
into any combination to prevent bids or fix prices on pubUc contracts, 
and the Indiana, statute extends that protection to private contracts. 

Monopolies,—There are provisions in. the antitrust statutes of var
ious States declaring it to be unlawful for any person, corporation, or 
other legal entity to monopolize (15 States), attempt to monopolize 
(9 States), or conspire to monopolize (8 States), any part of trade or 
conunerce (8 States), production, control or sale of any commodity 
(4 States), prosecution, management, or control of any kind of busi
ness (2 States), or any Ime of business (2 States). To "create or main
tain" a monopoly is forbidden in 6 States. In Alabama it is unlawful 
to destroy or attempt to destroy competition in the manufacture or 
sale of a commodity. In Massachusetts it is unlawful to restrain 
or prevent competition in the supply or price of any article or com
modity. In Alabama, Massachusetts, and Mississippi it is unlawful 
to restrain or attempt to restrain tlie freedom of trade or production. 
In Massachusetts it is unlawful to unduly enhance the price of any 
article. 

Contracts in restraint of trade.—The more pertment provisions against 
contracts in restraint of trade are those forbidding such practices when 
engaged in by combinations of persons, corporations, and other legal 
entities previously mentioned under the subheadmg "Combinations." 
In Georgia "contracts hi general restraint of trade" are declared un
lawful. In North Carolina it is declared unlawful for any person to 
contract to refrain from buying or selling anything of value within 
certa.in predetermined territorial Ihnits, with the view to prevent com
petition hi buyhig or selling, or to fix prices. 
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Price-mainte-nance agreements between competitors as affected hy State 
fair-trade aci-s.—Forty-four States have enacted fair-trade laws legaliz
ing contracts between producers, wholesalers, and retailers which re-
.quhe purchasers to observe uniform resale prices established by the 
manufacturers or producers of patented, trade-marked, or otherwise 
identified goods—on the theory that the ma.nufacturers or producers 
of branded commodities should be permitted to protect public good
will of such brands against price-cutting poUcies. The validity of 
such State laws as intrastate regulations was upheld by the Supreme 
Court in the cases of Old Dearborn Distributing Co. v. Seagram 
DistiUers Corporation (299 U. S. 183), and The Pep Boys, Manny, Moe, 
and Jack, of California v. Pyroil Sales Co., Inc. (299 U. S. 198), 
in which the Illinois and Cahfornia fau'-trade laws were construed. 
A number of the States have constitutional provisions which might 
conceivably be made the basis of an attack on the constitutionality 
of their respective fah-trade laws. 

The State '"ah-trade laws are permissive in nature and largely 
uniform as to their principal provisions. These laws expressly 
except, in whole or in part, from the application of their permissive 
statutory provisions, contracts or agreements providhig for price 
maintenance among competitors and merchants performing the same 
distribution fmictions, The general excepting provision commonly 
used is as follows: 

This act shall not apply to any oontract or agreement between producers or 
between wholesalers or between retailers as to sale or resale prices. 

In the statutes of Alabama, Arkansas, Comiecticut, Florida, 
'Georgia, Idaho, Indiana, Kansas, Maryland, Minnesota, Montana, 
Nebraska, North Carolina, Oregon, Rhode Island, vSouth Dakota, 
Utah, Vhgima, West Vhginia, and Wyoming there are specific pro
visions permitting agreements between wholesalers, usually in the 
follo-wing language: 

* * * and such wholesaler -will likewise agree not to resell the same to any 
•other wholesaler unless such other wholesaler wiU make the same agreement 
with any wholesaler or retaUer to whom he may resell. 

In a number of the statutes, embodying the above-quoted provi
sion purporting to permit price-maintenance agreements between 
wholesalers, such pro-vdsions are repugnant to general provisions 
•exempting agreements "between producers or between wholesalers 
or between retaUers." In the remainhig statutes where there are 
provisions purporting to permit price-maintenance agreements be
tween wholesalers the general pro-visions have been amended so as to 
conform, and the only price-maintenance agreements among com
petitors that are excepted from the permissive privileges of the stat
utes are those between producers and between retaUers. None of 
the State fair-trade laws provides for price-maintenance contracts or 
agreements between producers or between retaUers. 

At the time of the investigation of the appraisal bureaus and similar 
dealer plans, described in section 3 of this chapter, price-mainte
nance contractual arrangements permitted under the Tydings-MUler 
Act were not in efl'ect as to motor vehicles sold by manufacturers in 
interstate commerce, no manufacturer having chosen to take advan
tage of the pri-vdleges afforded by the act. The Ford Motor Co., 
however, in its 1939 contracts, or franchises, has made provision for 
•conformance -with the Tydhigs-Miller Act and the fair-trade acts of 
the States, 



CHAPTER XII. GENERAL MOTORS CORPORATION 

SECTION 1. HISTORY OF ORGANIZATION AND SUMMARY OF SALES AND 
EARNINGS 

Introduction.—Genera,! Motors Corporation is often referred to 
as the world's most complicated and most profitable manufacturing 
enterprise. Its business is not only big, i t is colossal. During 1937 i t 
had 260,000 employees, of whom there were approximately 35,000 
•office employees alone. Its capital exceeds $1,000,000,000, and at the 
close of 1937 i t had outstanding 42,668,955 shares of common stock 
o w e d by 375,000 stockholders. The largest single stock interest was 
•owned by E. 1. du Pont de Nemours Co. and a.mounted to 10,000,000 
:shares, or approxhnately 23 percent of the total outstanding. 

Dm-ing the year 1937 General Motors built about 40 percent of all 
motor vehicles built in the United States, and about 35 percent of aU 
those built in the world. I t buUds motors for virtually every use, 
from the Koo-horsepower midget for electric fans to the 6,000-horse-
power Diesels that puU the crack streamlined tra,ins. 

General Motors has and continues to earn more money for its 
•owners than anj'' manufacturing corporation hi the history of the 
world. Although its total assets, as of December 31, 1937, totaling 
$1,566,000,000 were slightly exceeded by a few other corporations, 
yet its average yearly earnings in the 29 years of its corporate existence 
have exceeded those of aU otlier corporations. I n the 29 years General 
Motors earned for its stockholders $2,610,885,556, an average of 
$90,030,536 per year. Of the total profit, $1',817,663,616 was paid to 
stockholders, $168,366,996 was paid to executives and employees 
through profit-sharing plans, and the profits retained and reinvested 
in the business aggregated $558,979,106. During the 11 years from 
1927 to 1937, the average yearlv profits earned for the stockholders 
amounted to $173,236,252. 

There foUows now a comparison of the average profits earned by 
General Motors Corporation with those earned by some other large 
corporations during the 11-year period 1927 to 1937, inclusive. The 
amount of profits listed here represent the average profits earned for 
the stockholders after payment of interest and provisions for payment 
of income and other taxes. 

Average profits 
Name of corporation: ll years 

General Motors Corporation $173, 236, 252 
American Telephone & Telegraph Co 150, 524, 232 
Standard Oil Co. (New Jersey) 86, 811, 276 
United States Steel Corporation 48, 586, 663 
American Tobacco Co 29, 395, 625 
International Harvester Co 26, 668, 811 
Chrysler Corporation 24, 213, 767 
Goodyear Tire & Rubber Co 8, 144, 037 
Ford Motor Co • ' 1, 442, 087 

' Loss. 
• 419 
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To fully understand the contmuous operations of General Motors,, 
it is necessary to divide the period of its corporate existence from 1908 
to 1937 into three periods. The first period includes the years 1908 to 
August 1, 1917, when the operations were conducted through General 
Motors Co., a New Jersey corporation. The second period runs from 
October 13, 1916, to August 1, 1917, when General Motors Corpora
tion, a Delaware corporation, acquhed from the stockholders and 
held the outstanding capital stocks of the General Motors Co., the 
New Jersey corporation. During this same period the Chevrolet 
Motor Co. of Delaware held more than a majority of the outstandings 
voting stock of General Motors Corporation, The third period 
includes from August 1, 1917, to date and pertains to the operations 
of the present General Motors Corporation and its activities, includ
ing the acquisition of the assets and properties and dissolution of 
General Motors Co., the New Jersey corporation, and the acquisition 
of the assets and properties of Chevrolet Motor Co. of Delaware, 

In presenting the information relative to General Motors: Section 
1 deals with the bis^torical facts of organization mcluding a summary 
of sales and earnings; section 2 presents a description of the operations 
and products as of December 31, 1937; section 3 relates to the prin
cipal acquisitions of capital stocks and properties of nonaffiliated 
companies b}'- General Motors Co, (the New Jersey corporation) 
1908-17; section 4 describes the organization of the top General 
Motors Corporation (the Delaware corporation) and acquisition by 
that corporation of the capital stocks ancl assets of General Motors 
Co. (New Jersey); section 5 relates to the principal acquisitions of 
capital stocks and properties of nonaffiliated companies by General 
Motors Corporation (the Delaware corporation) 1917 to 1937, inclu
sive; section 6 deals with the extension of the activities of General 
Motors hito the fields of financhig consumer purchases, insurance of 
motor vehicles, and investment in retail dealerships; section 7 shows 
the comparative yearly investm^ent, profits, and rates of return for 
the consolidated operations and then by division of the consolidated 
operations such as for the motor-vehicle group, for the accessories 
and parts group and for the other products group for the years 
1927 to 1937, inclusive; section 8 presents the consolidated com
parative balance sheets for the years 1926 to 1937, inclusive, and 
discussion of certain items on the balance sheet; section 9 deals with 
capital-stock issues 1917 to 1937, inclusive, and averages of the invest
ment employed in the business; section 10 presents the consolidated 
comparative income and expense stateinent for the years 1927 to 
1937, inclusive, and analysis of certahi income accounts; section 11 
deals -with dealer cooperative advertising plans; and section 12 execu
tive and employee profit-sharing plans, employee investment and 
insurance plans, and officers' salaries, and extra compensation. 

Organization and -purposes,—General Motors Corporation was in
corporated under the laws of the State of Delaware on October 13, 
1916, with a perpetual charter. Briefly stated, the principal purposes 
for incorporation, as stated in the articles of incorporation were as 
follows, to wit: 

To manufacture, buy, sell, and deal in automobiles, trucks, cars, boats, flying 
machines, and other articles, their parts, accessories, and kindred articles and 
generally to conduct an automobile business in aE of its branches and further 
to engage in any other manufacturing or mercantile business of any kind or 
character whatsoever and to that end to acquire, hold, own, and dispose of any 
and all property, assets, stocks, bonds, and rights of any and every kind. 
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The immediate purpose of forming the Delaware corporation was 
to acquire all of the outstanding capital stock of General Motors Co., 
a New Jersey corporation, to carry on the business formerlj'- conducted 
by that corporation and to acquire and merge the business of the 
Chevrolet Motor Co., which although being a smaller corporation had 
acquired control of General Motors. Subsequently, or as of August 
1, 1917, General Motors Co., the New Jersey corporation, was dis
solved and the nevdĵ  organized corporation acquired aU of its assets 
and assumed its liabUities as well as those of. Chevrolet Motor Co, 

General Motors Co., predecessor to General Motors Cor'jjoration.— 
General Motors Co., the predecessor to General Motors Corporation, 
was organized mider the laws of the State of New Jersey on September 
16,1908. The organization of this coinpany was promoted by WiUiam 
C, Durant who had previously associated himself with the Buick 
Motor Co. of Flmt, Mich. Soon after he reorganized Buick and 
increa.sed its output, Durant seems to have visioiied the possibilities 
of the motor-vehicle industry and to have foreseen the profits to be 
garnered by a large motor-velucle corporation. 

Imniediatelj^ after organization General Motors Co, began acquir-
hig the ca.pital stocks of Buick Motor Co, and before the end of 1908 
i t had acquired all but a comparatively few of its outstanding common 
shares. Of the shares purchased, 18,870 shares of common and 1,130 
shares of preferred were bought from WiUiam C. Durant at $150 per 
sha.re payable two-thirds in General Motors preferred and one-tMrd 
in its common stock. General Motors Co. then proceeded to purchase 
all of the stock, or a substantial interest, in other motor-vehicle or 
motor-parts companies. By the end of 1909 General Motors had 
acquired, or substantiallj^ controlled, more than 20 automobile and 
accessor}'- companies, including Buick, Cadillac, Oldsmobile, and 
Oakland, 

Soon after William C, Durant became associated with Buick Motor 
Co, he moved the Buick assembly to Jackson, Mich.,' and then later 
organized the Jaimey Motor Co., also located at Jackson. He realized 
that axles were ahnost as important as motors in the manufacture of 
motor vehicles and therefore he induced the Weston-Mott Co. to 
move from Utica, N. Y., to Flint, Mich., and allotted this company 
a strategic site in the new industrial area next to Buick. With the 
Weston-Mott Co. came C, S, Mott who later became a director and 
vice president of the General Motors Corporation. Mr. Durant also 
brought Albert Champion, a Frenchman, to Flint, a.nd induced him 
to locate there, the manufacture of the famous AC spark plug. 

Pro-posed acquisition of Ford Motor Co., WUlys-Overland Co., and 
E, R. Thomas Co.—It is apparent that William C. Durant intended 
to gain control of the entire motor-vehicle industry. This observation 
is substantiated by the fact that in 1908, negotiations were carried on 
looking toward the acqiusition of the Ford Motor Co., the Willys-
Overland Co., and the E. R. Thomas Co. of Buffalo, ma.ker of the 
"Thomas Flyer," Except for the lack of cash which was demanded 
first by Henry Ford and then by R. E, Olds it is most likely that 
these companies would have been pmchased. In Men, Money and 
Motors, Theodore F, McMannus gives the following account of the 
negotiations: 

The automobile business was a hazardous business. Durant appreciated this. 
His azure dreams of power were often disturbed by nightmare flashes. Fly-by-

' .•Vssemblj' Inter moved back to Flint, Mich. 
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night concerns with no objective save a skimming of the market and immediate-
profits for their promoters were everywhere. Durant realized there had to be 
stabilization. Earlj' in 1908 he proposed to Ford, Couzens, Briscoe, and Olds-
a consoUdation of Ford, Maxwell-Briscoe, Reo, and Buick. 

Ford and Couzens played with the idea, matched wits against the wits of the 
others, and when Durant appeared more hopeful they tossed in this stipulation: 
"We will go in only on condition that we receive $3,000,000 in cash." 

Not to be outdone by the Ford and Couzens ultimatum, R. E, Olds got to his 
feet and pronounced sentence on the consolidation: " I f you do that for Ford you. 
have got to do likewise by Reo. We will expect three millions in cash also." 
Durant waved his hands. The meeting ended. The project was abandoned. 

Durant, however, was not easily discouraged. Calling aside Benjamm Briscoe, 
he said, "Let's go it alone, -we two." 

Briscoe was willing and the two men went to see George W. Perkins of J, P. 
Morgan & Co. The banker agreed to underwrite ,?500,000 of the new ."Bl,500,000' 
capital required. A charter was tentativelj' drawn up and the consolidation was; 
to be called the International Motors Co. 

Again in 1909, Durant tried to obtahi Ford Motor Co., for on 
October 26, 1909, the board of directors of General Motors authorized 
the purchase of the entire capital stock of Ford Motor Co. for 
$8,000,000. The proposed term of purchase provided that $2,000,000 
was to be paid immediately in cash and the balance in 1 or 2 years 
if arrangements could be made to finance the deal. I t appears that 
arrangements could not be made to finance the Ford purchase. Henry 
Ford held out for cash and the new holding company did not have 
the cash and bankers could not be found who would fhiance the 
acquisition. Likewise it is apparent that arrangements could not be 
made to finance the purchase of the entire capital stock of the E. 
Thomas Co. of Bufl'alo or of WUlys-Overland Co. of Toledo, Ohio. 

Early activities of William C. Durant in the motor-vehicle industry,— 
Buick Motor Co. was the nucleus around which William C, Durant 
laid the foundation of what was to become the present immense 
General Motors Corporation. The Buick Motor Co. was organized 
by David D. Buick, a member of the firm of Buick & Sherwood, 
manufacturers of plumbers' supplies, located in Detroit, Mich, Mr. 
Buick had been experimenting with motor vehicles and in the early 
part of 1903 put on the market a smaU single-cylinder car. In order 
to finance the subsequent experiments in automobUes the Buick Co. 
borrowed considerable sums from the Briscoe brothers, then manu
facturing sheet metal ih Detroit, Mich. Subsequently the Briscoe 
brothers took an interest in the Buick Manufacturing Co., changed 
the name to Buick Motor Car Co., and later assumed charge of its 
finances, to protect their loans to the Buick Manufacturing Co. 
After reorganization the Briscoe holdings represented $99,700 out of 
the total $100,000. 

The Briscoes were unable to cany their load and determhied to 
sell their interest in the Buick Co. A purchaser was found in James 
H, '9\Tiit.ing, president of the FUnt Wagon Works of Flint, Mich. 
Mr. Whiting was one of the fhst to realize that the automobile would 
largely supplant the horse and therebj'- horse-dra-v-m vehicles. Faced 
with the eventual loss of the wagon business, Mr. Whiting began to 
look for an automobUe which would become the basis for an industry 
to use part of his plant. The manufacture and sale of Buick cars 
was not an immediate financial success and Mr, Whiting decided that 
he needed a young man to master the new business and one who 
would think in terms of profits rather than in mecha.nics. He dis
cussed this subject -with F. A. Aldridge of the Durant-Dort Carriage 
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Co. during a meeting of carriage manufacturers in Chicago. Mr. 
Aldridge advised him that the man he should interest, the one man 
who fitted the specifications and who was iinmediatley available, was 
William C. Durant. Mr. Durant already was considered a leader 
a.mong his associates in the wagon business. 

By November 1, 1904, the deal -with Durant was complete and on 
that day the capital of Buick Motor Car Co. was increased from 
$75,000" to $300,000, divided into shares of $100 each. Holders of 
the old stock agreed to accept for each share a share of 7-percent 
preferred stock -with a 25-percent bonus of common stock. With 
Buick prospering in 1907 and beginning 1908 at a pace that promised 
a strong financial position at the end of the year, Durant was ready to 
attempt a merger of the principal mo tor-vehicle manufacturing con
cems. He planned the formation of a corporation which would 
operate as a holding company of which there were many examples 
among the "trusts" of the period. Subsequentlj^ it wUl be sho-wn 
that General Motors changed from being essentially a holding to 
principally an operating company. After acquhing Buick, the Gen
eral Motors Co. continued to acquire other companies in the motor-
vehicle field and to construct additions to the acquired plants. This 
development continued at such a fast rate that by 1910 the company 
was hard pressed for funds to continue its expansion. WUliam C. 
Durant put forth great effort to find funds and save the enterprise. 
In fact he dropped everything else to search for money. After many 
disappointments in his search for capital Durant was faced with the 
situation that only by stepping out of the management could he 
interest the bankers in making a loan to the company. He, therefore, 
resigned as president and J. & W. Seligman & Co., of New York, and 
Lee, Higginson & Co., of Boston, arranged to make a loan of $12,750,000 
in cash. As security for this loan the companĵ  executed a blanket 
mortgage on aU of its Michigan property wluch had just previously 
been tra.nsferred to the General Motors Co. of Michigan, a corpora
tion set up to hold title for purposes of securing the loan. The latter 
company held title to the properties and leased them to the manu
facturing companies. For the amount of cash statecl. General Motors 
Co. issued $15,000,000 of 6-percent notes secured hy the mortgage. 
In consideration for making the loan the company delivered to the 
bankers $4,169,200 in preferred stock and $2,000,000 in common stock, 
both at par. In total, therefore, the bankers received $8,419,200 in 
par value of stock and discount on notes for a loan that netted the 
company $12,750,000 in cash. 

Coincident with the loan and the resignation of Williain C. Durant, 
the bankers took control of the company. Most of the old directors 
resigned and new ones were elected. However, Durant maintained 
his place as a director of the company. Dhectors representing the 
bankers were A. N. Brady, of New York; J. H, McClemmant, of New 
York; James J, Storrow, of Boston; Albert Strauss, of New York; 
Nicholas L. TUneĵ , of New York; and James M . Wallace, of New York. 
The new directors elected James J. Storrow as hiterim president and 
Messrs, Storrow and Strauss, whose umon of mterest domhiated the 
board of directors, later selected Thomas Neal, of Detroit, as president. 
At the time of his election Thomas Neal was president of the Acme 
Lead & Color Works, one of Detroit's successful industries. 
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Durant organizes Chevrolet.—After WiUiam C. Durant lost control 
•of General Motors the company followed a-policy of retrenchment. 
In the retrenchments wluch followed, Buick's No, 2 plant was abaii-
•doned and motor operations moved to the north end of Flint, 

The Flint Wagon Works had discontinued manufacturing the 
Whiting car and the carriage business had showed a steady decline 
from the rising competition of the automobile trade, "rhe Flint 
Wagon Works, therefore, was anxious to liquidate. Durant bought 
the wagon-works property, plant, and contents and organized the 
Little Motor Car Co, to occupĵ  the property. The company was 
named for WUUam H. Little, who had been general manager of Buick 
under Durant. The Little Co. at first built only one model, a small 
4-cylinder runabout, seUing around $650, which placed it in competi
tion with Ford. 

During the same time Loms Chevrolet, a member of the famous 
Buick racing team, was engaged in designing and experimenting with 
a light car similar to those manufactured in France. I t was his idea 
to combine beauty of design with power and sell at a moderate price. 
The idea appealed to Wilham C, Durant, who accordingly backed 
Chevrolet's experiments in Detroit., In November 1911 the Chevrolet 
Motor Co. of Michigan was incorporated. Up to tins time Chevrolet 
had built onty four or five experimental cars. 

I ; . In July 1911 the Mason Motor Co. was incorporated. Immediately 
it started producing motors m the old Buick No, 2 plant, which was 
rented for tins purpose. There, as contracted for, the motors for 
both the Little and Chevrolet cars were built by the Mason Motor Co. 
Chevrolet was getting into small production and Chevrolet sales offices 
were opened in Chicago, Philadelphia, and Boston. I t was ofl'ering a 
large six-cylinder car priced at $2,500 and upward. 

'The production at the Little plant in Flint far exceeded what had 
been done by Chevrolet in Detroit. The Flint enterprise actually was 
maldng money while the Detroit operation was losing. Consequently, 
Durant planned a much hea-\der schedule for Flint during 1913, but 
this schedule was consider abl j'^ reduced. The fact that Flint was 
operating at a profit suggested the advisability of concentrating all 
manufacturing at FUnt, Consequently, the Chevrolet Motor Co. dis
continued operations in Detroit and moved to Flint in August 1913, 
For a time Chevrolet occupied the old Imperial Wlieel Co. plant on 
property now o-nmed by Buick, Soon thereafter Durant further con
solidated his FUnt position by extending lus interest in the allied 
Mason Motor Co, _ 

The year 1914 which witnessed the revival of general business 
activities in the United States fomid both the Little and Chevrolet 
cars in production at Flint, Chevrolet introduced its famous Baby 
Grand touring car and Royal Mail roadster. The organization had 
apparently become highly efficient through the necessity of making 
its own way on very little ca.pital. The used-car problem had not 
developed and installment selling was stUl in the future. Chevrolet 
Co. sold for cash every car i t produced. So great was the demand 
that if a shipment was not taken off the railroad track promptly by 
the consignee, someone else in the community could be depended 
upon to l i f t it without delay._ As the money rolled in Durant trans
ferred his offices from Detroit to New York in order to extend the 
sales from that center and also to work out a plan which he had 
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formed for recovering control of General Motors Co. The latter had 
prospered under the Nash management and its profits were large. 
Pajanent had been promiitlj'- made on its funded debt and large 
reserves accumulated. Even then the eastern baiUvcrs apparently 
faUed to appreciate the fu l l possibUities of General Motors as 
thoroughly as Durant. 

Chevrolet expansion went on at top speed during 1915, The Litt le 
car discontinued production and foUo-wing an exchange of real estate 
all of Chevrolet's operations were concentrated in the western part 
of Flint, The Baby Grand and Royal MaU ca.rs continued to be 
produced in volume and demand ran into large production. 

I n 1915 Chevrolet Motor Co, of Delaware was incorporated with a 
capital of $20,000,000 which was increased to $80,000,000 in December. 
This corporation acquhed all of the stock of Chevrolet Alotor Co. of 
New York, Chevrolet Motor Co. of Alichigan, Chevrolet Motor Co. 
of Bay City, Chevrolet Motor Co. of Toledo, Ohio, Mason Motor Co. 
of Flmt, and contract interests in Chevrolet Motor Co. of Canada, 
Ltd. , and Chevrolet Motor Co. of St. Louis. 

The officers of this company were R. H . Higgins, chairman of the 
board, L . G- Kaufman, chairman of the finance committee; W. C. 
Durant, president; A, B, C. Hardy, vice president; E, R. Campbell, 
second vice president; W. G, Sills, treasurer; J. T. Smith, secretary. 
Among the dhectors were H . M . Barksdell of WUmington, Del., a 
Du Pont representative; and L. G. Kaufman, president of the Chatham 
Phoenix Bank, New York City. Mr . Kaufman entered Chevrolet's 
financial councUs through his ready acceptance of Chevrolet loans at 
the instance of Nathan Hofheimer who had been a large stockholder 
in the Heany enterprises and who followed Durant into Chevrolet. 

Durant regains control of General Motors.—With the organization of 
Chevrolet Motor Co. of Delaware, Durant contemplated ofl'ering 
Chevrolet stock in exchange for General Motors stock. The word 
went out that Chevrolet v/ould. trade flve shares of Chevrolet stock 
for each share of General Motors common. Those who had foUowed 
Durant by investing early in Bmck and General Motors began to 
send in or bring in theh stock for exchange. I t is related that one 
man brought in a large brief case of General Motors certificates to 
the Chevrolet headquarters hi New York for exchange. The original 
offer held initU January 26, 1916, when a change was made by which 
four shares of Chevrolet common stock were ofl'ered in exchange for 
one share of General Motors common stock, Thi-ough this offer 
WUliam C, Durant regained control of a majority of the outstanding 
common stock of General Motors Co. Before demonstrating his 
control of General Motors through Chevrolet, however, Durant offered 
to have Chevrolet taken into the General Motors organization. This 
offer was declined and then his control was publicly announced and 
exercised. 

The certificates of stock establishing control of General Motors by 
Durant, were brought in in baskets at the stockholders' meeting of 
September 16, 1916. Thus on the seventh anniversary of the incor
poration Durant was again complete master of the situation, A divi
dend of $50 per share on the common stock was declared at this 
meeting and paid on October 15, 1916. The advantages of this dis
bursement for the victors were evident when consideration is given 
to the cost of acquiring the control. Borrowed money had gone into 

171233—39 29 
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the stock as weU as Che-^olet earnings. The treasury of Chevrolet 
received a huge sum and was thereby partially reimbursed. 

On November 16, 1915, the following dhectors were elected repre
senting the Du Pont interests, namely, F. L. Belin, Pierre S. Du Pont, 
J, Amory HaskiU, and John J. Raskob. Other new directors were 
Arthur G, Bishop and Louis G, Kaufman. Messrs. Strauss and 
Storrow, perhaps reading the handwriting on the wall, had retired 
from the board in the preceding June. Pierre S. Du Pont was elected 
chahman of the board, a position he held for over 13 years. L. G. 
Kaufman took Mr. Storrow's place as chairman of the" finance com
mittee, and Charles Nash continued as president. The Du Fonts were 
first interested by Durant in taking a flyer with him in Chevrolet 
during his drive for control of General Motors. This interest was 
immediately recognized by recognition on the board of directors. 

The fact that Chevrolet, the smaller company, controlled General 
Motors, a much larger company, called for a reorganization. This 
was effected hy the organization of tbe General Motors Corporation 
of Delaware, the dissolution of the New Jersey company and the 
acquisition by the Delaware company of the Chevrolet Motor Co. 
Just prior to obtaining control of General Motors, Durant started 
assembling various accessory and parts companies into a corporation 
called United Motors Corporation. Subsequently General Motors 
Corporation of Delaware acquired this corporation. 

Financial problems of Durant and Ge-heral Motors in 1920.—During 
the period 1916 to 1920 General Motors continued with its program 
of expansion thi-ough both acquisition and the extension of existing 
facilities. I t was fi.rst organized on the basis of a holding companv 
but in 1916 it dissolved the Buick, OldsmobUe, CadUlac, Oakland, 
Jackson-Church-Wilcox, Genera,! Motors Truck, Northway, and 
Weston-Mott corporations. From that point the corporation became 
essentially an operating company instead of a holding company as 
origiiia.lly planned m 1908. 

The corporation's plan of expansion was as yet uncompleted by the 
middle of 1920. At this tune the pendulum of business prosperity 
which had been rising with but slight interruption since 1915 now 
began a downward swing. In a speech made in 1927 at MUford, 
Mich., Alfred P, Sloan, Jr,, now chairman of General Motors Cor
poration, stated: 

The liquidation which the inflated prices resulting from the war had set in, 
practically aU schedules or a large part of them were canceled. Inventory com
menced to roll in and before it was realized what -was happening this great ship 
of ours was in the midst of a terrific storm. As a matter of fact, before control 
could be obtained General Motors found itself in a position of having to go to its 
bankers for loans aggregating -$80,000,000 and although, as we look at things from 
today's standpoint, that isn't such a very large amount of monej"-, yet when you 
must have $80,000,000 and haven't got it, i t becomes an enorinous sum of money 
and if we had not had the confidence and support of the strongest banking interests 
our ship could never have weathered the storm. 

On this occasion General Motors had strong banking connections. 
An agreement was entered into for the distribution of 3,200,000 shares 
of common stock at $20 a share. Explosive Trades, Ltd., of London 
was mterested by the Du Fonts to the extent of 1,800,000 shares and 
the balance was underwritten by J. P. Morgan & Co, With the 
recession in business, General Motors stock began to decline in price 
on the exchange. With the stock declining in market price a serious 
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situation developed for Durant, His personal operations in the stock 
market had been large in volume. I t was generally understood that 
he never sold General Motors stock but always bought it. During 
the 1920 decline he kept buying until his street loans reached a critical 
condition. His friends explained that he endeavored by extending 
his bindng on the decUne to maintain a price above $20 per share in 
order that Explosives Trades, Ltd,, would come in and take the shares 
allotted to them at $20 per share. When the situation became known 
to his colleagues it was found that his commitments to baiUters and 
brokers ran to huge proportions. These .operations had been so-
huge and hurried that not even Durant himself could be quite sure 
what he owed. With each conference the sum kept growing until 
it is said to have approached $36,000,000. 

On a falhng market with public confidence low and General Motors 
in a position of rising inventories and decreasing earnings, the difficul
ties of its president became the difficulties of the corporation. If 
Durant were to be sold out by his bankers and brokers, a possibUity 
which became more and more imminent with every point decline, 
the forced sale of his pledged securities on a falling market would 
have meant a wild decline in the whole stock market. From the 
standpoint of both the general welfare and corporate credit it was 
therefore necessary for someone to finance the settlement with Mr. 
Durant's brokers and take his holdings out of the market. In the 
General Motors situation only the Du Pouts had the financial strength 
to do this. The transaction was consummated and with the aid of 
J. P. Morgan & Co. the Du Pont interests took over the obligations 
of Durant, - Tbe holdings were taken OÂer at a price wluch cleared 
him of debts a.nd left him with not an inconsiderable margin. He 
resigned the presidency on November 30, 1920, and left General 
Motors for the last time. 

The facts here related regarding the organization and early history 
of General Motors and the activities of the various persons therein,-
were contributed by board of directors' mmutes, by Arthur Pound's 
The Turning Wheel, and by executives active in the-corporation's 
affairs, '• J 

General Motors under Du Pont management.—^̂ After WUliam C. 
Durant left General Motors for the last time in 1920, Pierre S. Du 
Pont was elected chairman of the board of directors, a position he 
held for 13 years. As chahman of the board i t was his job to prune, 
straighten, and centralize the sprawling corporate structure of Du
rant's acquisitions. The pruning process ended the life of the Sheridan 
car, the Scripps-Booth car, and the Samson tractor. The internal 
reorganization was accomplished largely by Alfred P. Sloan, Jr., then 
a vice president, but who succeeded to the presidency in 1923. 

The modern General Motors under Du Pont and Sloan continued 
the pohcy of expansion but followed a horizontal rather tha;n a vertical 
plan of diversification. General Motors Acceptance Corporation 
was formed in 1919 and greatly expanded .during the twenties in 
accordance with John J. Raskob's belief that instaUment buying 
"has made the prosperity of the United States.'" During the twen
ties Frigidahe was introduced by General Motors and a whole new 
industry was created. 

^ rortune Alagazine, necember 1938, 
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In 1924 Charles F. Kettering's research developed ethyl motor 
fuel, which in spite of an Ul-omened beginning (Imown as "looney 
gas" it was for a time bamied in many communities), soon became a 
very profitable patent monopoly for General Motors and its coowner, 
Standard OU of New Jersey. I t was in the twenties that General 
Motors bought into Yellow Truck & Coach and into Fokker Aircraft, 
later merged with North American Aviation. Although expansion 
has been a policy, the directions in wdiich General Motors spread its 
operations in the words of Alfred P. Sloan, Jr., have been "not so 
much as the result of a defhiite policj^." Some new products were 
developed from the chance happenings of General Motors' research 
and some "through the evolution of its primary products," but the 
expansion itself was a pohcy, and stUl is a policy that Mr. Sloan calls 
"broadening the profit base." An understanding of this policy is 
fundamental to an understandmg of General Motors. There are 
three directions in wduch the profit base has broadened to such an 
extent that competitors, left far behind, ma.y never catch up to at 
any thne. One is the foreign markets, another is the making of, 
with a few exceptions, every part and accessory going into a motor 
vehicle, and, thhdly, the expansion into ventures not closely allied 
with the manufacturmg of motor vehicles, such as Diesel's motors, 
ah'-conditioning equipment, refrigeration equipment, electric house
hold appliances, etc. For more about the profits from these opera
tions, see page 530. 

How Alfred P. Sloan, Jr., came into General Motors organization.— 
Prior to 1917 Alfred P. vSloan, Jr., was president of the prosperous 
Hyatt Roller Bearing Co., manufacturers of roller bearings used largely 
by the motor-vehicle industry. The prosperity of the Hyatt Co. was 
dependent upon the motor-vehicle industry and it was more definitely 
dependent on Ford Motor Co. and General Motors because almost its 
enthe sales went to those companies. Anticijiathig a possible dUficult 
future for smaU part and accessory makers, Mr. Sloan put the Hyatt 
Co. into WUliam C. Durant's merger of accessory and parts makers. 
The merged coinpa.nies were organized under the name of United 
Motors Corporation and Mr. Sloan became president of the new 
corporation. In 1918 General Motors bought United Motors, which 
included Hyatt Roller Bearing Co., New Departure Co., Remy 
Electric Co., Dayton Engineering Laboratories, Jaxon Rim Co., 
and Harrison Radiator Co. With the acquisition of these interests, 
there came into the General Motors organization Alfred P. Sloan, Jr., 
and Charles F. Kettering. To secure the undivided services of Mr. 
Kettering, General Motors also bought up his other interests, which 
included practicaUy the whole Dayton wartime airplane industry. 

General Motors bids for Dodge Bros, motor-vehicle properties.—After 
the deaths of John F. Dodge and Horace E. Dodge, the motor-vehicle 
plants and properties of the Dodge Bros, were put on the market. 
On March 31, 1925, it was announced in the Commercial and Financial 
Chronicle that a syndicate of New York bankers, headed by DUlon, 
Read & Co., had acquired these properties of the Dodge Bros, hi an 
all-cash transaction. The Chronicle further stated that the price 
paid had not officially been announced, but that i t was reported that 
the transaction involved $146,000,000. 

At the time that the acquisition of these properties was announced, 
Dillon, Read & Co. issued the foUowhig statement conceming the 
transaction: 
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"An agreement has been reached for the sale of Dodge Bros,, Inc, to Dillon, 
Read & Co, and contracts of purchase are now being drawn, 

"Consolidation of Dodge with any other company or companies is not in con
templation by the purchaser and current rumors of consolidation are entirely 
without foundation. I t is the intention that Dodge Bros., Inc., shall continue 
to be declared as an independent corporation, without change of policy or per
sonnel or management." 

In addition to the bid of Dillon, Reed & Co,, the- General Motors Corporation, 
at the invitation of the trustees of the estate of John F. and Horace E, Dodge, 
deceased, submitted a sealed bid for the properties of Dodge Bros,, through its 
bankers, J, P, Morgan & Co. The General Motors Corporation submitted two 
bids as follows: First, an aU-cash bid of $124,650,000; and, second, a bid involv
ing a cash payment of .$59,000,000, net plus 890,000,000 of non-interest-bearing 
installment notes maturing in equal maturities of a period of 9 years. The 
present worth of these non-interest-bearing installment notes wa,s approxi
mately $65,500,000. This with the $59,000,000 cash payment shows the present 
worth or total cash value of this bid to be $124,500,000, or substantially the 
same as our other bid. 

I t is understood that the banking syndicate which will handle the public 
ofl'ering of securities of the Dodge Bros, has been practically completed. The 
miiin members of this syndicate, which will be headed by Dillon, Read & Co., 
will be Kuhn, Loeb & Co., the National City Co., Blair & Co., Inc., the Chase 
Securities Corporation of New York, as well as Chicago banking institutions. 
To these, it is said, will be added approximately 100 smaller institutions which 
will take care of the distribution of the securities in all parts of the country. 

Stockholders of General Motors Corporation, December 31, 1937.— 
At the close of 1937 the total number of stoclvliolders of the corpora
tion was 375,755, the largest number in its liistorv. This compares 
with 365,985 at the close of 1932, with 66,209 af-the close of 1927, 
with 65,665 at the close of 1922, and 2,920 at the close of 1917, 

Of the total number of stockholders at the close of 1937, only four 
held as much as 1 percent. The stockholders owning 1 percent or 
more, were: 

Name Shai'es Percent 

E, I . du P'ont de Nemours & Oo . 10,000,000 
2, 5S1. 875 

523, 0S7 
•147,108 

23. 30 
6.02 
1. 22 
1.01 

Q. M . Sbnre.=!, Inc _. ._ _. 
10,000,000 
2, 5S1. 875 

523, 0S7 
•147,108 

23. 30 
6.02 
1. 22 
1.01 

Charles S. Mott 

10,000,000 
2, 5S1. 875 

523, 0S7 
•147,108 

23. 30 
6.02 
1. 22 
1.01 C, F, Kettering, Inc 

10,000,000 
2, 5S1. 875 

523, 0S7 
•147,108 

23. 30 
6.02 
1. 22 
1.01 

10,000,000 
2, 5S1. 875 

523, 0S7 
•147,108 

23. 30 
6.02 
1. 22 
1.01 

From the foregomg i t wil l be seen that the du Pont interests were 
the largest single holders of General Motors common, holding 23.30 
percent. The value of the du Poilt investment ca.lcu]ated at market 
prices during the earlv part of 1939, would be approximately $500,-
000,000, 

The G, M , Shares, Inc., owning 6.02 percent v,ras formed by a 
consolidation of General Motors Securities Co. and General Motors 
Management Corporation. Immediately preceding this consolida
tion E. I . du Pont de Nemours & Co, owned all of the common stock 
of General Motors Securities Co. against wdiich there was allocated 
9,843,750 shares of General Motors common stock. General Motors 
Securities Co, conve.yed the shares and cash attributable to its com
mon stock to the du Pont Co,, and that coinpany surrendered the 
common stock for ca.nceiation. The remaining class A stockholders 
of the General Motors Securities Co, consisted of officers and execu
tives of General Motors Corporation. The General Motors Manage
ment Corporation is described in another part of this report. 
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Comparative s-ummary of sales, profits, dividends, earnings retained 
in the business, and surplus balances.—Table 15 presents a summary 
of sales, profits, cash dividends, stock issued as stock dividends, and 
earnings retained in the business by the General Motors from 1909 
to 1937, inclusive. As indicated by the table the volume of sales 
by the corporation amounted to $29,029,875 during the year 1909, 
the first full year of operations, and the volume of sales grew until 
sales durmg 1937, amounted to $1,606,789,841, the largest amount 
in the history of the corporation. The net profit before .provision 
for Federal and State income taxes in the first year of operations 
amounted to $6,875,651, and the greatest amount of profit earned 
during anv 1 year was reflected during 1928, and amounted to 
$330,216,167. The profits realized durmg 1936 were $283,696,144, 
and this amount of profit was exceeded three times during the period 
from 1909 to 1937, inclusive. 

During the 29 years from 1909 to 1937, inclusive, the sales by the 
corporation ainomited to $18,276,760,627. From, these sales the 
corporation realized net profit amounting to $3,013,013,048 before 
provision for payment of Federal and State income taxes, and $2,610,-
885,556 a,fter pro-vision for such taxes. The consistent earning 
record of General Motors is most remarkable, especially in view of 
the losses incurred, and written off, through making acquisitions and 
absorptions of corporations and properties that later proved un
profitable. The total earnings were disposed of by paying cash 
dividends on the common stock, amounting to $1,653,153,244, by 
paying cash dividends of preferred stock of $164,510,372, by trans
ferring $164,189,635 amount to capital stock accounts and issuing 
stock as stock df-vidends, and other deductions from surplus amoimted 
to $213,044,074, Thus the General Motors Corporation has in 
eft'ect during the 29 years of operations made net profit (after allow
ing for income and other taxes) of $2,610,885,556, distributed $1,817,-
663,616 in cash dividends and retained $568,979,106 of the profits 
in the business, and set aside $8,212,519 belonging to the minority 
hiterests in compames controUed, The amounts transferred from 
surplus to capital accounts for the purpose of issuhig stock dividends 
have been considered as profits reinvested in the business. 

The other deductions from surplus just referred to included losses 
from sale of properties and securities, the writing off of unprofitable 
investments and distribution of profits to officers, executives, and 
employees of the corporation. The distribution of profits to officers, 
executives, and employees is more fully discussed in section 12 of 
chapter X I I of this report. 

The tabulation further shows that items of capital surplus amount
ing to $40,301,669 have been included in the general surplus account 
which is generally understood to be the earned surplus account, and 
the balance in this account is subject to appropriation hy the board 
of directors for dividends. This subject is more fully discussed on 
page 511, 



TABLE 15.—General Motors Corporation and consolidated subsidiaries—Summary of net sales, profits, income tax, dividends, earnings retained 
in business, etc., 1909 to 19S7, inclusive 

Year ended Dec. 31 N e t sales 

N e t prof i t 
before 

income 
taxes 

Income 
taxes 

N e t prol i t 
after 

income 
taxes 

Cash d i v i 
dends pre

ferred 
stock 

Cash d i v i 
dends com
mon stock 

stock d i v i 
dends 

For m i 
nor i ty 

interests 

Direct 
charges or 
credits to 
surplus 

Capital 
surplus 
items 

Earnings 
retained i n 

business 

Surplus 
balance 

1909 1 $29,029,875 
49,430,179 
42,733, 303 
64, 744, 496 
86, 603, 920 
86, .373, 303 
94, 424,841 

156,900,296 
172, 677, 499 

$6,876, 661 
8, 588, 234 
3, 316, 261 
S, 896, 293 
7, 459, 471 
7, 249, 734 

14, 457,803 
28,789, 560 
28,834, 233 

$6,875,651 
8, 688,234 
3, 316, 251 
3, 896,293 
7,459,471 
7, 249, 734 

14,457,803 
28, 789, 660 
24,780,917 

$237, 174 
326,998 

1, 226, 626 
1, 040, 210 
1, 048, 634 
1, 048, 679 
1,048,984 
1, 048,964 
1, 048, 964 

' $500, 000 $7,138,477 
' 5, 788,6&3 

2109,614 
22, 420 

1, 582, 784 
3, 744, 049 

13, 295, 732 
17,010,437 
16,301,661 

$7,138,477 
1, 349,789 
1, 240,175 
1, 262, 595 
2,945,379 
6, 089,428 

19,985,160 
36, 995, 697 
63, 297, 248 

1910' 
$29,029,875 
49,430,179 
42,733, 303 
64, 744, 496 
86, 603, 920 
86, .373, 303 
94, 424,841 

156,900,296 
172, 677, 499 

$6,876, 661 
8, 588, 234 
3, 316, 261 
S, 896, 293 
7, 459, 471 
7, 249, 734 

14, 457,803 
28,789, 560 
28,834, 233 

$6,875,651 
8, 688,234 
3, 316, 251 
3, 896,293 
7,459,471 
7, 249, 734 

14,457,803 
28, 789, 660 
24,780,917 

$237, 174 
326,998 

1, 226, 626 
1, 040, 210 
1, 048, 634 
1, 048, 679 
1,048,984 
1, 048,964 
1, 048, 964 

$6,249,200 2 $7, SOO, 724 
' 2, 199, 239 
" 2, 833, 663 
! 4, 728,153 
s 2, 457, 006 

»113,107 

' $500, 000 $7,138,477 
' 5, 788,6&3 

2109,614 
22, 420 

1, 582, 784 
3, 744, 049 

13, 295, 732 
17,010,437 
16,301,661 

$7,138,477 
1, 349,789 
1, 240,175 
1, 262, 595 
2,945,379 
6, 089,428 

19,985,160 
36, 995, 697 
63, 297, 248 

1911' 

$29,029,875 
49,430,179 
42,733, 303 
64, 744, 496 
86, 603, 920 
86, .373, 303 
94, 424,841 

156,900,296 
172, 677, 499 

$6,876, 661 
8, 588, 234 
3, 316, 261 
S, 896, 293 
7, 459, 471 
7, 249, 734 

14, 457,803 
28,789, 560 
28,834, 233 

$6,875,651 
8, 688,234 
3, 316, 251 
3, 896,293 
7,459,471 
7, 249, 734 

14,457,803 
28, 789, 660 
24,780,917 

$237, 174 
326,998 

1, 226, 626 
1, 040, 210 
1, 048, 634 
1, 048, 679 
1,048,984 
1, 048,964 
1, 048, 964 

$6,249,200 2 $7, SOO, 724 
' 2, 199, 239 
" 2, 833, 663 
! 4, 728,153 
s 2, 457, 006 

»113,107 

$7,138,477 
' 5, 788,6&3 

2109,614 
22, 420 

1, 582, 784 
3, 744, 049 

13, 295, 732 
17,010,437 
16,301,661 

$7,138,477 
1, 349,789 
1, 240,175 
1, 262, 595 
2,945,379 
6, 089,428 

19,985,160 
36, 995, 697 
63, 297, 248 

1912' 

$29,029,875 
49,430,179 
42,733, 303 
64, 744, 496 
86, 603, 920 
86, .373, 303 
94, 424,841 

156,900,296 
172, 677, 499 

$6,876, 661 
8, 588, 234 
3, 316, 261 
S, 896, 293 
7, 459, 471 
7, 249, 734 

14, 457,803 
28,789, 560 
28,834, 233 

$6,875,651 
8, 688,234 
3, 316, 251 
3, 896,293 
7,459,471 
7, 249, 734 

14,457,803 
28, 789, 660 
24,780,917 

$237, 174 
326,998 

1, 226, 626 
1, 040, 210 
1, 048, 634 
1, 048, 679 
1,048,984 
1, 048,964 
1, 048, 964 

2 $7, SOO, 724 
' 2, 199, 239 
" 2, 833, 663 
! 4, 728,153 
s 2, 457, 006 

»113,107 

$7,138,477 
' 5, 788,6&3 

2109,614 
22, 420 

1, 582, 784 
3, 744, 049 

13, 295, 732 
17,010,437 
16,301,661 

$7,138,477 
1, 349,789 
1, 240,175 
1, 262, 595 
2,945,379 
6, 089,428 

19,985,160 
36, 995, 697 
63, 297, 248 

1913 ' 

$29,029,875 
49,430,179 
42,733, 303 
64, 744, 496 
86, 603, 920 
86, .373, 303 
94, 424,841 

156,900,296 
172, 677, 499 

$6,876, 661 
8, 588, 234 
3, 316, 261 
S, 896, 293 
7, 459, 471 
7, 249, 734 

14, 457,803 
28,789, 560 
28,834, 233 

$6,875,651 
8, 688,234 
3, 316, 251 
3, 896,293 
7,459,471 
7, 249, 734 

14,457,803 
28, 789, 660 
24,780,917 

$237, 174 
326,998 

1, 226, 626 
1, 040, 210 
1, 048, 634 
1, 048, 679 
1,048,984 
1, 048,964 
1, 048, 964 

2 $7, SOO, 724 
' 2, 199, 239 
" 2, 833, 663 
! 4, 728,153 
s 2, 457, 006 

»113,107 

$7,138,477 
' 5, 788,6&3 

2109,614 
22, 420 

1, 582, 784 
3, 744, 049 

13, 295, 732 
17,010,437 
16,301,661 

$7,138,477 
1, 349,789 
1, 240,175 
1, 262, 595 
2,945,379 
6, 089,428 

19,985,160 
36, 995, 697 
63, 297, 248 

1914' 

$29,029,875 
49,430,179 
42,733, 303 
64, 744, 496 
86, 603, 920 
86, .373, 303 
94, 424,841 

156,900,296 
172, 677, 499 

$6,876, 661 
8, 588, 234 
3, 316, 261 
S, 896, 293 
7, 459, 471 
7, 249, 734 

14, 457,803 
28,789, 560 
28,834, 233 

$6,875,651 
8, 688,234 
3, 316, 251 
3, 896,293 
7,459,471 
7, 249, 734 

14,457,803 
28, 789, 660 
24,780,917 

$237, 174 
326,998 

1, 226, 626 
1, 040, 210 
1, 048, 634 
1, 048, 679 
1,048,984 
1, 048,964 
1, 048, 964 

2 $7, SOO, 724 
' 2, 199, 239 
" 2, 833, 663 
! 4, 728,153 
s 2, 457, 006 

»113,107 

$7,138,477 
' 5, 788,6&3 

2109,614 
22, 420 

1, 582, 784 
3, 744, 049 

13, 295, 732 
17,010,437 
16,301,661 

$7,138,477 
1, 349,789 
1, 240,175 
1, 262, 595 
2,945,379 
6, 089,428 

19,985,160 
36, 995, 697 
63, 297, 248 

1915 » 

$29,029,875 
49,430,179 
42,733, 303 
64, 744, 496 
86, 603, 920 
86, .373, 303 
94, 424,841 

156,900,296 
172, 677, 499 

$6,876, 661 
8, 588, 234 
3, 316, 261 
S, 896, 293 
7, 459, 471 
7, 249, 734 

14, 457,803 
28,789, 560 
28,834, 233 

$6,875,651 
8, 688,234 
3, 316, 251 
3, 896,293 
7,459,471 
7, 249, 734 

14,457,803 
28, 789, 660 
24,780,917 

$237, 174 
326,998 

1, 226, 626 
1, 040, 210 
1, 048, 634 
1, 048, 679 
1,048,984 
1, 048,964 
1, 048, 964 

2 $7, SOO, 724 
' 2, 199, 239 
" 2, 833, 663 
! 4, 728,153 
s 2, 457, 006 

»113,107 

$7,138,477 
' 5, 788,6&3 

2109,614 
22, 420 

1, 582, 784 
3, 744, 049 

13, 295, 732 
17,010,437 
16,301,661 

$7,138,477 
1, 349,789 
1, 240,175 
1, 262, 595 
2,945,379 
6, 089,428 

19,985,160 
36, 995, 697 
63, 297, 248 

1916 > • 

$29,029,875 
49,430,179 
42,733, 303 
64, 744, 496 
86, 603, 920 
86, .373, 303 
94, 424,841 

156,900,296 
172, 677, 499 

$6,876, 661 
8, 588, 234 
3, 316, 261 
S, 896, 293 
7, 459, 471 
7, 249, 734 

14, 457,803 
28,789, 560 
28,834, 233 

$6,875,651 
8, 688,234 
3, 316, 251 
3, 896,293 
7,459,471 
7, 249, 734 

14,457,803 
28, 789, 660 
24,780,917 

$237, 174 
326,998 

1, 226, 626 
1, 040, 210 
1, 048, 634 
1, 048, 679 
1,048,984 
1, 048,964 
1, 048, 964 

$10,730,159 
7,430,302 

2 $7, SOO, 724 
' 2, 199, 239 
" 2, 833, 663 
! 4, 728,153 
s 2, 457, 006 

»113,107 

$7,138,477 
' 5, 788,6&3 

2109,614 
22, 420 

1, 582, 784 
3, 744, 049 

13, 295, 732 
17,010,437 
16,301,661 

$7,138,477 
1, 349,789 
1, 240,175 
1, 262, 595 
2,945,379 
6, 089,428 

19,985,160 
36, 995, 697 
63, 297, 248 July 31, 1917 5 

$29,029,875 
49,430,179 
42,733, 303 
64, 744, 496 
86, 603, 920 
86, .373, 303 
94, 424,841 

156,900,296 
172, 677, 499 

$6,876, 661 
8, 588, 234 
3, 316, 261 
S, 896, 293 
7, 459, 471 
7, 249, 734 

14, 457,803 
28,789, 560 
28,834, 233 $4,053, 316 

$6,875,651 
8, 688,234 
3, 316, 251 
3, 896,293 
7,459,471 
7, 249, 734 

14,457,803 
28, 789, 660 
24,780,917 

$237, 174 
326,998 

1, 226, 626 
1, 040, 210 
1, 048, 634 
1, 048, 679 
1,048,984 
1, 048,964 
1, 048, 964 

$10,730,159 
7,430,302 

$7,138,477 
' 5, 788,6&3 

2109,614 
22, 420 

1, 582, 784 
3, 744, 049 

13, 295, 732 
17,010,437 
16,301,661 

$7,138,477 
1, 349,789 
1, 240,175 
1, 262, 595 
2,945,379 
6, 089,428 

19,985,160 
36, 995, 697 
63, 297, 248 

S u b t o t a l . . . . 780, 917, 712 109, 467, 230 4, 063, 316 105,413,914 8, 075, 113 18,160, 461 6,249, 200 2 20,131, 892 600,000 53, 297, 248 63, 297, 248 

Aug . 1,1917 9, 008 
11, 608, 393 
36,408,937 
78, 641, S92 

121, 273, 217 
56, 814,160 
89, 936, 863 

120, 690, 300 
82,110,929 

119,020,473 
89, 341, 319 

187, 819, 083 
285, 458, 594 
380, 660, 373 
344, 265, 375 
301,266,482 
238, 231, 744 
24S, 961, 356 
270,108, 777 
331, 680. 319 
368,081,225 
394, 789, 741 

1917' 96, 295, 741 
269, 796,829 
509, 676, 694 
667,320, 603 
304, "187,243 
463, 706, 733 
698, 038, 947 
668,007,459 
734, 592, 692 

1, 068, 163, 338 
1, 289,231, 917 
1,481, 745, 323 
1, 532, 213, 745 
1, 005, 327, 903 
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285, 458, 594 
380, 660, 373 
344, 265, 375 
301,266,482 
238, 231, 744 
24S, 961, 356 
270,108, 777 
331, 680. 319 
368,081,225 
394, 789, 741 

1934 

96, 295, 741 
269, 796,829 
509, 676, 694 
667,320, 603 
304, "187,243 
463, 706, 733 
698, 038, 947 
668,007,459 
734, 592, 692 

1, 068, 163, 338 
1, 289,231, 917 
1,481, 745, 323 
1, 532, 213, 745 
1, 005, 327, 903 

828, 207, 978 
440, 899, 312 
583, 746, .596 
852, 672, 070 

1, 166,041,511 
1,439,289,940 
1, 606, 739, 841 

17, 359, 488 
38, 839, 576 
98, 643,469 
50, 760, 080 

' 24, 679, 793 
59, 399,445 
74, 304, 613 
53. 387, 984 

129, 685, 294 
219, 081, 8.50 
297, 341, 869 
330, 216,167 
294, 680,107 
174. 181, 084 
13i; 528,117 

8,834,212 
92,880, 387 

114,8,53,323 
206, 653, 946 
283, 096,144 
252,202,546 

0, 260, 000 
8, 136, 000 
6, 727, 000 

13, 912, 000 
26, 834, 939 
35, 073, 019 
33, 959, 964 
28, 755,196 
10, 585, 258 
14, 788,161 

464, 282 
12, 370, 991 
15, 72S, 823 
29, 957, 263 
44,146, 069 
49, ,530, 084 

14,610,914 
IS, 726, 028 
68, 643,469 
46,872, 080 

! 24, 679, 793 
53, 149, 445 
66, 169, 513 
47, 600, 984 

115, 673, 294 
193, 245, 941 
262, 268, 840 
296, 256, 203 
265, 824, 911 
167,595, 826 
116,739, 956 

8, 359, 930 
80, 609, 396 
99,124, 495 

176, 690, 683 
239. 550. 075 

491, 890 
1, 920, 467 
4,212,513 
6, 620, 420 
6, 310, 010 
6, 429, 228 
5, 887, 371 
7, 272, 637 
7, 639, 991 
7, 645, 287 
9, 109, 330 
9, 40̂ !, 757 
9, 478, 681 
9, 638, 660 
9, 375, 899 
9, 206, 387 
9,178, 845 
9,178, 220 
9, 178, 220 
9. 178- 220 

2, 294, 109 
11, 237,3)0 
17,324, 541 
17, 893, 289 
20, 468, 276 
10, 177, 117 
24, 772, 026 
26, 030, 633 
61, 93,5, 221 

103, 930, 903 
134, 830, 082 
165, 300, 002 
156, 600, 007 
130, 500, 001 
130, 600, 001 
53, 993, 330 
53, 820, 355 
64, 443, 491 
96, 470, 749 

192, 903, 299 
160, 549, 862 

! 106, 700 
05, 620 

210, 050 
171, 640 
204, 080 
222, 768 
205,126 

3, 335,000 
J 13, 567, 005 
2 8, 988, 568 

! 14,000,000 
» 2, 226, 197 
2 3, 782, 614 

5, 006, 116 
2 8, 874, 837 

' 16,655, 298 
! 23, 004, 491 
' 26, 353, 346 
2 4,117,139 

2 13, 887, 139 
2 19, 440, 381 

' 8, 099, 896 
' 7, 684, 070 
> 4, 414, 048 

' 10, 034, 686 
2 2,827, 723 
2 7, 626, 870 

117,113 
354, 308 

2 68,547,910 
272, 075 

50, 919, OSl 
4, 104, ,543 
3, 656, 234 

819,945 
2 39,965, 024 

2 529, 168 
2 29, 436 

1,119,530 
230, 325 
768, 694 

1,982,8'tO 
i ; 655,132 

11,498,786 
24, 900, 544 
43, 232, 965 
42, 631, 325 

2 65, 459, 057 
34,122,703 
30, 702, 437 

1 38, 588, 371 
36, 909, 544 

2 29, 679, 154 
98, 477, 764 
97,639, 611 
95,101, 079 

2 36, 294, 998 
2 42, 998, 793 
2 63, 034, 738 

10, 729, 612 
21,147; 421 
61, 671,642 
36,400,906 
26, 708, 516 

9, 008 
11, 608, 393 
36,408,937 
78, 641, S92 

121, 273, 217 
56, 814,160 
89, 936, 863 

120, 690, 300 
82,110,929 

119,020,473 
89, 341, 319 

187, 819, 083 
285, 458, 594 
380, 660, 373 
344, 265, 375 
301,266,482 
238, 231, 744 
24S, 961, 356 
270,108, 777 
331, 680. 319 
368,081,225 
394, 789, 741 

1936. 

96, 295, 741 
269, 796,829 
509, 676, 694 
667,320, 603 
304, "187,243 
463, 706, 733 
698, 038, 947 
668,007,459 
734, 592, 692 

1, 068, 163, 338 
1, 289,231, 917 
1,481, 745, 323 
1, 532, 213, 745 
1, 005, 327, 903 

828, 207, 978 
440, 899, 312 
583, 746, .596 
852, 672, 070 

1, 166,041,511 
1,439,289,940 
1, 606, 739, 841 

17, 359, 488 
38, 839, 576 
98, 643,469 
50, 760, 080 

' 24, 679, 793 
59, 399,445 
74, 304, 613 
53. 387, 984 

129, 685, 294 
219, 081, 8.50 
297, 341, 869 
330, 216,167 
294, 680,107 
174. 181, 084 
13i; 528,117 

8,834,212 
92,880, 387 

114,8,53,323 
206, 653, 946 
283, 096,144 
252,202,546 

0, 260, 000 
8, 136, 000 
6, 727, 000 

13, 912, 000 
26, 834, 939 
35, 073, 019 
33, 959, 964 
28, 755,196 
10, 585, 258 
14, 788,161 

464, 282 
12, 370, 991 
15, 72S, 823 
29, 957, 263 
44,146, 069 
49, ,530, 084 

14,610,914 
IS, 726, 028 
68, 643,469 
46,872, 080 

! 24, 679, 793 
53, 149, 445 
66, 169, 513 
47, 600, 984 

115, 673, 294 
193, 245, 941 
262, 268, 840 
296, 256, 203 
265, 824, 911 
167,595, 826 
116,739, 956 

8, 359, 930 
80, 609, 396 
99,124, 495 

176, 690, 683 
239. 550. 075 

491, 890 
1, 920, 467 
4,212,513 
6, 620, 420 
6, 310, 010 
6, 429, 228 
5, 887, 371 
7, 272, 637 
7, 639, 991 
7, 645, 287 
9, 109, 330 
9, 40̂ !, 757 
9, 478, 681 
9, 638, 660 
9, 375, 899 
9, 206, 387 
9,178, 845 
9,178, 220 
9, 178, 220 
9. 178- 220 

2, 294, 109 
11, 237,3)0 
17,324, 541 
17, 893, 289 
20, 468, 276 
10, 177, 117 
24, 772, 026 
26, 030, 633 
61, 93,5, 221 

103, 930, 903 
134, 830, 082 
165, 300, 002 
156, 600, 007 
130, 500, 001 
130, 600, 001 
53, 993, 330 
53, 820, 355 
64, 443, 491 
96, 470, 749 

192, 903, 299 
160, 549, 862 

! 106, 700 
05, 620 

210, 050 
171, 640 
204, 080 
222, 768 
205,126 

3, 335,000 
J 13, 567, 005 
2 8, 988, 568 

! 14,000,000 
» 2, 226, 197 
2 3, 782, 614 

5, 006, 116 
2 8, 874, 837 

' 16,655, 298 
! 23, 004, 491 
' 26, 353, 346 
2 4,117,139 

2 13, 887, 139 
2 19, 440, 381 

' 8, 099, 896 
' 7, 684, 070 
> 4, 414, 048 

' 10, 034, 686 
2 2,827, 723 
2 7, 626, 870 

117,113 
354, 308 

2 68,547,910 
272, 075 

50, 919, OSl 
4, 104, ,543 
3, 656, 234 

819,945 
2 39,965, 024 

2 529, 168 
2 29, 436 

1,119,530 
230, 325 
768, 694 

1,982,8'tO 
i ; 655,132 

11,498,786 
24, 900, 544 
43, 232, 965 
42, 631, 325 

2 65, 459, 057 
34,122,703 
30, 702, 437 

1 38, 588, 371 
36, 909, 544 

2 29, 679, 154 
98, 477, 764 
97,639, 611 
95,101, 079 

2 36, 294, 998 
2 42, 998, 793 
2 63, 034, 738 

10, 729, 612 
21,147; 421 
61, 671,642 
36,400,906 
26, 708, 516 

9, 008 
11, 608, 393 
36,408,937 
78, 641, S92 

121, 273, 217 
56, 814,160 
89, 936, 863 

120, 690, 300 
82,110,929 

119,020,473 
89, 341, 319 

187, 819, 083 
285, 458, 594 
380, 660, 373 
344, 265, 375 
301,266,482 
238, 231, 744 
24S, 961, 356 
270,108, 777 
331, 680. 319 
368,081,225 
394, 789, 741 1936 

96, 295, 741 
269, 796,829 
509, 676, 694 
667,320, 603 
304, "187,243 
463, 706, 733 
698, 038, 947 
668,007,459 
734, 592, 692 

1, 068, 163, 338 
1, 289,231, 917 
1,481, 745, 323 
1, 532, 213, 745 
1, 005, 327, 903 

828, 207, 978 
440, 899, 312 
583, 746, .596 
852, 672, 070 

1, 166,041,511 
1,439,289,940 
1, 606, 739, 841 

17, 359, 488 
38, 839, 576 
98, 643,469 
50, 760, 080 

' 24, 679, 793 
59, 399,445 
74, 304, 613 
53. 387, 984 

129, 685, 294 
219, 081, 8.50 
297, 341, 869 
330, 216,167 
294, 680,107 
174. 181, 084 
13i; 528,117 

8,834,212 
92,880, 387 

114,8,53,323 
206, 653, 946 
283, 096,144 
252,202,546 

0, 260, 000 
8, 136, 000 
6, 727, 000 

13, 912, 000 
26, 834, 939 
35, 073, 019 
33, 959, 964 
28, 755,196 
10, 585, 258 
14, 788,161 

464, 282 
12, 370, 991 
15, 72S, 823 
29, 957, 263 
44,146, 069 
49, ,530, 084 

14,610,914 
IS, 726, 028 
68, 643,469 
46,872, 080 

! 24, 679, 793 
53, 149, 445 
66, 169, 513 
47, 600, 984 

115, 673, 294 
193, 245, 941 
262, 268, 840 
296, 256, 203 
265, 824, 911 
167,595, 826 
116,739, 956 

8, 359, 930 
80, 609, 396 
99,124, 495 

176, 690, 683 
239. 550. 075 

491, 890 
1, 920, 467 
4,212,513 
6, 620, 420 
6, 310, 010 
6, 429, 228 
5, 887, 371 
7, 272, 637 
7, 639, 991 
7, 645, 287 
9, 109, 330 
9, 40̂ !, 757 
9, 478, 681 
9, 638, 660 
9, 375, 899 
9, 206, 387 
9,178, 845 
9,178, 220 
9, 178, 220 
9. 178- 220 

2, 294, 109 
11, 237,3)0 
17,324, 541 
17, 893, 289 
20, 468, 276 
10, 177, 117 
24, 772, 026 
26, 030, 633 
61, 93,5, 221 

103, 930, 903 
134, 830, 082 
165, 300, 002 
156, 600, 007 
130, 500, 001 
130, 600, 001 
53, 993, 330 
53, 820, 355 
64, 443, 491 
96, 470, 749 

192, 903, 299 
160, 549, 862 

! 106, 700 
05, 620 

210, 050 
171, 640 
204, 080 
222, 768 
205,126 

3, 335,000 
J 13, 567, 005 
2 8, 988, 568 

! 14,000,000 
» 2, 226, 197 
2 3, 782, 614 

5, 006, 116 
2 8, 874, 837 

' 16,655, 298 
! 23, 004, 491 
' 26, 353, 346 
2 4,117,139 

2 13, 887, 139 
2 19, 440, 381 

' 8, 099, 896 
' 7, 684, 070 
> 4, 414, 048 

' 10, 034, 686 
2 2,827, 723 
2 7, 626, 870 

117,113 
354, 308 

2 68,547,910 
272, 075 

50, 919, OSl 
4, 104, ,543 
3, 656, 234 

819,945 
2 39,965, 024 

2 529, 168 
2 29, 436 

1,119,530 
230, 325 
768, 694 

1,982,8'tO 
i ; 655,132 

11,498,786 
24, 900, 544 
43, 232, 965 
42, 631, 325 

2 65, 459, 057 
34,122,703 
30, 702, 437 

1 38, 588, 371 
36, 909, 544 

2 29, 679, 154 
98, 477, 764 
97,639, 611 
95,101, 079 

2 36, 294, 998 
2 42, 998, 793 
2 63, 034, 738 

10, 729, 612 
21,147; 421 
61, 671,642 
36,400,906 
26, 708, 516 

9, 008 
11, 608, 393 
36,408,937 
78, 641, S92 

121, 273, 217 
56, 814,160 
89, 936, 863 

120, 690, 300 
82,110,929 

119,020,473 
89, 341, 319 

187, 819, 083 
285, 458, 594 
380, 660, 373 
344, 265, 375 
301,266,482 
238, 231, 744 
24S, 961, 356 
270,108, 777 
331, 680. 319 
368,081,225 
394, 789, 741 

1937 

96, 295, 741 
269, 796,829 
509, 676, 694 
667,320, 603 
304, "187,243 
463, 706, 733 
698, 038, 947 
668,007,459 
734, 592, 692 

1, 068, 163, 338 
1, 289,231, 917 
1,481, 745, 323 
1, 532, 213, 745 
1, 005, 327, 903 

828, 207, 978 
440, 899, 312 
583, 746, .596 
852, 672, 070 

1, 166,041,511 
1,439,289,940 
1, 606, 739, 841 

17, 359, 488 
38, 839, 576 
98, 643,469 
50, 760, 080 

' 24, 679, 793 
59, 399,445 
74, 304, 613 
53. 387, 984 

129, 685, 294 
219, 081, 8.50 
297, 341, 869 
330, 216,167 
294, 680,107 
174. 181, 084 
13i; 528,117 

8,834,212 
92,880, 387 

114,8,53,323 
206, 653, 946 
283, 096,144 
252,202,546 

0, 260, 000 
8, 136, 000 
6, 727, 000 

13, 912, 000 
26, 834, 939 
35, 073, 019 
33, 959, 964 
28, 755,196 
10, 585, 258 
14, 788,161 

464, 282 
12, 370, 991 
15, 72S, 823 
29, 957, 263 
44,146, 069 
49, ,530, 084 202,072,462 | 9,178,220 

2, 294, 109 
11, 237,3)0 
17,324, 541 
17, 893, 289 
20, 468, 276 
10, 177, 117 
24, 772, 026 
26, 030, 633 
61, 93,5, 221 

103, 930, 903 
134, 830, 082 
165, 300, 002 
156, 600, 007 
130, 500, 001 
130, 600, 001 
53, 993, 330 
53, 820, 355 
64, 443, 491 
96, 470, 749 

192, 903, 299 
160, 549, 862 

! 106, 700 
05, 620 

210, 050 
171, 640 
204, 080 
222, 768 
205,126 

3, 335,000 
J 13, 567, 005 
2 8, 988, 568 

! 14,000,000 
» 2, 226, 197 
2 3, 782, 614 

5, 006, 116 
2 8, 874, 837 

' 16,655, 298 
! 23, 004, 491 
' 26, 353, 346 
2 4,117,139 

2 13, 887, 139 
2 19, 440, 381 

' 8, 099, 896 
' 7, 684, 070 
> 4, 414, 048 

' 10, 034, 686 
2 2,827, 723 
2 7, 626, 870 

117,113 
354, 308 

2 68,547,910 
272, 075 

50, 919, OSl 
4, 104, ,543 
3, 656, 234 

819,945 
2 39,965, 024 

2 529, 168 
2 29, 436 

1,119,530 
230, 325 
768, 694 

1,982,8'tO 
i ; 655,132 

11,498,786 
24, 900, 544 
43, 232, 965 
42, 631, 325 

2 65, 459, 057 
34,122,703 
30, 702, 437 

1 38, 588, 371 
36, 909, 544 

2 29, 679, 154 
98, 477, 764 
97,639, 611 
95,101, 079 

2 36, 294, 998 
2 42, 998, 793 
2 63, 034, 738 

10, 729, 612 
21,147; 421 
61, 671,642 
36,400,906 
26, 708, 516 

9, 008 
11, 608, 393 
36,408,937 
78, 641, S92 

121, 273, 217 
56, 814,160 
89, 936, 863 

120, 690, 300 
82,110,929 

119,020,473 
89, 341, 319 

187, 819, 083 
285, 458, 594 
380, 660, 373 
344, 265, 375 
301,266,482 
238, 231, 744 
24S, 961, 356 
270,108, 777 
331, 680. 319 
368,081,225 
394, 789, 741 

Subtotal 

T o t a l -

17,496,842,915 2,903,515,818 ;39S,074. 176 .2,505,471,042 |156,435, 259 1,634,992, 783 157, 940, 435 S, 212, 619 2 192,912,182 39, 801, 009 394, 780,133 394, 789, 741 Subtotal 

T o t a l - 18,276,760,627 , 3, 013,013, 048 j40'2,127, 492 ,2, 010.835, 566 '|164, 510,372 | l , 553,153,244 16.1,189, 035 8, 212, 519 2 213,044, 074 40, 301, 609 ' 394, 789,741 | 394,789, 741 

O 

O 

o 
o 

<J 
fel a 
M 

Q 

H 
hH 

u 
d 
CO 

CO 

1 Fiscal year ended Oct, 1. 
2 Denotes deduction. 
3 Donated surplus. 
* 10 months ended July 31. 
5 Years 1912 to 1917, inclusive, are fiscal years ended July 31. 

^ General Motors Corporation was incorporated Oct, 13, 1916, succeeding General 
Motors Go., organized Sept. 16, 1908, and items on this line represent operations of S 
months to Dec. 31, 1917, 

' Adjusted by $53,237,640 which amount represents surplus capitalized at reorganiza
tion Aug, 1, 1917. 
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SECTION 2. DESCRIPTION OE CORPORATE ORGANIZATION, OPERATIONS, 
AND PRODUCTS AS OE DECEMBER 31, 1937 

Plants and products,—The divisions and subsidiaries of General 
Motors Corporation engage in a wide variety of activities. To men
tion all of the different products manufactured by the corporation 
would make a list too extensive for a report of this type. I t seems 
sufficient to say that i t is engaged in the manufacture and sale of 
motor vehicles, accessories, parts, motors for -virtually every use, from 
the one one-hundredth-horsepower midget to the 6,000-horsepower 
Diesel locomotive. In fact, it covers the field in all forms of explosive 
power. The trade names of its lines of motor vehicles are: Chevrolet, 
Buick, OldsmobUe, Pontiac, CadUlac, La Salle, Opel, and VauxhaU. 
Through YeUow Truck & Coach Manufacturing Co., in which it owns 
a 50.36-percent interest, it makes trucks, busses, and taxicabs. 

In addition to the lines of cars, the corporation and its subsidiaries 
make every part that goes into a motor vehicle except unfinished steel, 
thes, textiles, and glass. Its other activities cover a large number of 
household appliances, refrigeration equipment, ah-conditioning equip
ment, heathig equipment, lighting equipment, airplanes and aviation 
equipmen t, and numerous other items. 

The activities of the corporation are more fully presented by the 
next outline, and even then this „ outline excludes some 29 foreign 
subsidiaries: 
Passenger ancl commercial car group: 

Buick iVIotor Division, Flint, Mich,, and Linden, N, J,: Buicls passenger 
oars. 

Cadillac Motor Car Division, Detroit, Mich.: Cadillac V-12, V-16, and 
La Salle passenger cars. 

Chevrolet Motor Division, Detroit, Mich, (including subsidiarie,?): Chevrolet 
passenger and commercial cars produced in the manufacturing and assem
bly plants located as follows: Flint, Mich,, motors, sheet metal, and as
sembly; Detroit, Mich,, forgings, springs, gears, axlas, wheels, and bump
ers; Saginaw, Mich., foundry; Bay City, Mich., carburetors and hardened 
and ground parts; Toledo, Ohio, transmissions. Assembly plants in these 
cities: St. Louis and Kansas Cit.y, Mo.; Janesville, Wis,; Oakland, Calif,; 
Buffalo and Tarrytown, N . Y,; Norwood, Ohio; Atlanta, Ga,; Baltimore, 
Md.; Tonawanda, N . Y.; and Muncie, Ind. .Commercial-body division 
at Indianapolis, Ind. E.̂ cport boxing plant at Bloomfield, N, J. 

Olds Motor Works Division, Lansing, Mich,: Oldsmobile passenger cars. 
Pontiac Motor Division, Pontiac, Mich,: Pontiac passenger cars. 
Assembly plant, Southgate, Calif. 
General Motors of Canada, Ltd,, Oshawa, Ontario: Cadillac, La Salle, 

MoLauglilin-Buiok, Oldsmobile, Pontiac, and Chevrolet passenger cars; 
Chevrolet commercial cars; General Motors trucks. Plants at Oshawa 
and Walkerville, Ontario, and Regina, Saskatchewan. 

Yellow Truck & Coach Manufacturing Co. (General Motors Truck Corpora
tion, Pontiac, Mich,, subsidiary): General Motors trucks. Yellow coaches. 
General cabs. 

General Motors Fleet Sales Division, Detroit, Mich,: Sells General Motors 
passenger and commercial cars to large fleet users. 

Fisher Body group: 
Fisher Body Division, Detroit, Mich,: Automobile-body and body-parts 

plants located at Detroit, Lansing, Pontiac, and Flint, Mich,; Buffalo and 
Tarrytown, N . Y,; Cleveland and Cincinnati, Ohio; St, Louis and Kansas 
City, Mo; .Janesville, Wis.; Oakland, CaUf.; Atlanta, Ga,; Grand Rapids, 
Alich.; and Ionia, Mich. Automobile body parts depot at Detroit, iVIich. 
Woodworking plants at Seattle, Wash., and MemphLs, Tenn. Extensive 
acreage of virgin hardwood timber in northern Michigan. 

Fleetwood Body Division, Detroit, Mich.: Automobile body building plant 
for custom bodies. 
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Fisher Body Group—Continued. 

Ternstedt Manufacturing Division, Detroit, Mich., Trenton, N . ,1.: Hard
ware for autoinobile bodies and Frigidaire cabinets. 

The National Plate Glass Co., Detroit, Mich.; Deals in glass for automobile 
bodies. 

Fisher Lumber Corporation, Memphis, Tenn. (Fisher Delta Log Co., sub
sidiary) : Large tracts of virgin hardwood timber in Louisiana and Arkan
sas; sawmills at Ferriday and Wisner, La., and Memphis, Tenn. 

Acoe!3sory and parts group: 
AC Spark Plug Division, Flint, Mich.: AC spark plugs, AC Miko aviation 

plugs, radio plugs, spark-plug testers, spark-plug cleaning macliines, 
speedometers, oil-pressure gages, ammeters, thermo gages, gasoline gages, 
tachometers, instrument panels, locker doors, carburetor inta.ke silencers, 
oil filters, air cleaners, crankcase breather air cleaners, fuelpumps, vacuum 
pumps, combination fuel and vacuum pumps, gasoline strainers, air pres
sure gages, ride-regulator controls, lubrometers, die castings, die cast 
machines, flexible shafts and cables; Refle.x warning signals; Remo guin-
solvent injectors and fluid. 

Delco Products Division, Dayton, Ohio.: Delco-Lovejoy hydiaulic shock 
absorbers for automobiles, trucks, and busses; Delco electric motors for 
refrigerators, pumps, washing machines, ironers, meat slicers, oil burners, 
and air-conditioning equipment; coiled and flat springs for engine valves, 
clutches, refrigeration unit mountings, door latches, or any applications 
where coil and flfit springs are required; master cylinders and wheel cylin
ders for hydraulic-brake equipment. 

Delco-Remy Division, Anderson, Ind., and Bloomfield, N . J.; Accelerator 
pedal-starter controls; coincidental locking devices; dash choke, spark and 
throttle controls; generators; ignition systems; lock coils; starting motors; 
starter drives; switches; automatic-choke controls; valve tappets; vacuum-
controlled ignition systems; wiring liarness; Delco batteries; Klaxon horns; 
Bu-Nite pistons. Plants at Anderson and Muncie, Ind. 

Delco Brake Division, Dayton, Ohio. 
Delco Radio Division, Kokomo, Ind. 
Brown-Lipe-Chapin Division, Syracuse, N. Y. 
Diesel Engine Division, Detroit, Mich., and La Grange, 111. 
Guide Lamp Division, Anderson, Ind.: Automobile lighting equipment and 

hub caps. 
Harrison E.adiator Division, Lockport, N . Y,, and St, Louis, Mo.: Auto

mobile radiators, radiator shutters, oil temperature regulators, thermo
stats, hot-water car heaters, heat exchangers, 

Hyatt Bearings Division, Nev/ark, N . ,J.: Hyatt antifriction roller bearings. 
Inland Manufacturing Division, Dayton, Ohio., and Clark Township, N. .1,: 

Steering wheels; metal-rubber running boards; Inlox motor .supports; 
Inlox spring eye bushings; Quickube, Du-fiex, Flexo-traj' and Fclxogrid 
rubber ice trays for automatic refrigerators; battery-container covers; 
hard and soft rubber and molded products. 

The McKinnon Industries, Ltd,, St. Catharines, Ontario: Automobile rear 
axles and differentials, steering eears; axle shafts; Dclco-Lovejoy shock 
absorbers; Delco fractional commercial motors; AC spark plugs; Delco-
Pi.emy starting, lighting, and ignition systems; tool kits; malleable cast
ings; stampings; drop forgings; saddlery hardware. 

Moraine Products Division, Dayton, Ohio: Durex oil-impregnated metal 
bearings; Moraine rolled bronze bearings. 

New Departure Manufacturing Division, Bristol and Meriden, Conn.: BaU 
bearings, coaster brakes,, bells, bicycle hubs. 

Packard Electric Division, Warren, Ohio: .Automotive cable products. 
Saginaw Malleable Iron Division, Saginaw, Mich.: MaUabie iron castings 

for passenger car.? and trucks. 
Saginaw Steering Gear Division, Saginaw, Mich.: Steering gears for pas

senger cars, trucks, and busses. 
Sunlight Electrical Division, Warren, Ohio: Electric motors for washing ma

chines, -wringers, and ironers. 
United Motors Service, Inc., Detroit, Mich.: Through its 25 branche.s in the 

United States and Canada provides authorized national service for Delco-
Remy and North East starting, lighting, and ignition systems; Harrison 
hot-water car heaters; Delco steam heaters; AC and North East speed
ometers; Delco batteries; Delco-Lovejoy hydraulic shock absorbers; t)elco 
commercial electric moiiors; automotive and household radios; Klaxon 
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Accessor}' and parts group—Continued. 
horns; Harrison radiators; New Departure ball bearings; Hyatt roller 
bearings; AC air cleaners, oil filters, gasoline strainers, fuel pumps, gages, 
and spark plugs; Guide lamps. Also orovides national distribution and 
service for Delco-Light electric power and light plants; Delco-Light bat
teries; Delco electric pumps and water systems; Delcogas systems; Delco 
vacuum cleaners; Delco electric fans. 

Household appliance group: 
Delco Appliance Division, Rochester, N, Y.: Delco Heat automatic oil 

burners, automatic boilers, and automatic furnaces—for residential and 
commeicial heating purposes; Delco-Light individual electric power and 
lighting plants; Delco electric pumps and water systems; Delco gas, an 
automatic domestic gas service; Delco vacuum cleaners; Delco desk, ceil
ing, and ventilating fans; Delco small motors and blowers; Delco. steam 
automobfle heaters; voltage regulators; North East speedometers; radio 
transformers. 

Frigidaire Division, Dayton, Ohio: Frigidaire electric refrigerating units for 
household and commercial use; household and apartment-house cabinets; 
ice-cream cabinets; milk-cooling equipment; Frigidaire beverage and water 
coolers; Frigidaire air-conditioning equipment for homes, offices, shops, 
other buildings, and railway cars. 

Aviation group: 
Allison Engineering Division, Indianapolis, Ind.: Aircraft power plant 

engineering; aviation engines, bearings, superchargers, gears, and me
chanical equipment. 

General Aviation Corporation, Wilmington, Del,: Owns large stock interest 
in North American Aviation, Inc. 

North American Aviation, Inc., New York, N . Y.: 
Wholly owned subsidiaries: 

General Aviation Manufacturing Corporation (and B/J Aircraft 
Corporation), Baltimore, Md.: GA and B/J commercial and 
military landplanes, seaplanes, and flying boats. 

Eastern Air Transport, Inc., Atlanta, Ga.: Air transportation, 
Atlantic seaboard. 

AfBliates: 
Western Air Express Corporation, Burbank, Calif.: Air transpor

tation, California and Rocky Mountain States. . 
Transcontinental & Western Air, Inc., Kansas City, Mo,: Air trans

portation. New York to Los Angeles, via Kansas City. 
Miscellaneous gi-oup: 

Ethyl Gasoline Corporation, New York, N . Y.: Manufactures Ethyl and Q 
brands of antiknock compound and markets same to oil-refining com
panies, who blend these compounds with their gasoline to produce Ethyl 
gasoline and leaded regular gasoline. 

Kinetic Chemicals, Inc., Deepwater Point, N . J.: Manufacture and sale of 
new types of refrigerant chemicals and allied products. 

Winton Engine Division, Cleveland, Ohio: Rail car gasoline and oil engines, 
locomotive gasoline and oil engines, marine gasoline and oil engines, 
stationary gasoline and oil engines. 

Financing, insurance, and accounting group: 
General Motors Acceptance Corporation, New York, N . Y. (including sub

sidiaries) : Finances wholesale distribution and purchases retail time sale 
contracts arising from sales by dealers iu General Motors products; Vjranch 
offices in S'i cities in the United States, Dominion of Canada, and over
seas. 

General Exchange Insurance Corporation, New York, N, Y.: Provides in
surance service against accidental damage to cars sold at retail in the 
United States, Hawaiian Islands, Alaska, and Canada, 

Motors Holding Division, New York, N . Y.: Invests in dealerships handling 
General Motors products. 

General Motors Management Service of Canada, Ltd., Oshawa, Ontario: 
Installs and supervises standardized accounting practices for General 
Motors dealers and distributors in Canada. 
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Real-estate group: 

Argonaut Realty Corporation, Detroit, Mich.: Erects and finances sales
rooms, parts depots, garages and service stations for General Motors 
divisions, subsidiaries, and affiliated companies; surveys and negotiates 
real-estate projects and leases for divisions, branches, and affiliated com
panies; acts as consultant on real-estate projects and leases for distribu
tors and dealers. 

General Motors Building Corporation, Detroit, Mich.: 0-wns and operates 
central office building in Detroit. 

Modern Dwellings, Ltd., Oshawa, Ontario: Housing for employees in 
Oshawa. 

Modern Housing Corporation, Detroit, Mich.: Housing for employees in 
Flint and Pontaic, Mich., and Janesville, Wis. 

Research and training: 
General Motors Research Laboratories, Detroit, Mich,: Maintained for the 

continuous improvement of General Motors products. 
General Motors Proving Ground, Milford, Mich.: A 1,268-acre outdoor 

laboratorj' for the testing of General Motors cars and trucks. 
General Motors Institute, Flint, Mich.: Specific educational and training 

programs primarily for General Motors employees and for employees of 
divisions and distributors. Training conducted on fuU time, part time, or 
extension basis, with special applications to the needs of the automobUe 
industry. 

Retail dealer outlets.—The General Motors Corporation's lines of 
motor vehicles, with the exception of trucks distributed by Yellow 
Truck & Coach Manufacturing Co., were distributed through the 
classes of dealers during 1937, as shown hereafter: 

Distrib
utors 

Direct 
dealers 

Associate 
dealers Total 

Division of General Motors Sales Coriioratiou: 
Chevrolet . . . _ . _ (') 

0 
8 
1 

102 

7, 060 
2,542 
3, -179 
3, 293 

972 

2,301 
369 
400 
303 

C) 

9,430 
2,920 
3,953 
3,002 
1,134 

Buick - - -
(') 

0 
8 
1 

102 

7, 060 
2,542 
3, -179 
3, 293 

972 

2,301 
369 
400 
303 

C) 

9,430 
2,920 
3,953 
3,002 
1,134 

Pontiac - -

(') 
0 
8 
1 

102 

7, 060 
2,542 
3, -179 
3, 293 

972 

2,301 
369 
400 
303 

C) 

9,430 
2,920 
3,953 
3,002 
1,134 

Oldsraobile --

(') 
0 
8 
1 

102 

7, 060 
2,542 
3, -179 
3, 293 

972 

2,301 
369 
400 
303 

C) 

9,430 
2,920 
3,953 
3,002 
1,134 Cadillac-La Sallo - - -

(') 
0 
8 
1 

102 

7, 060 
2,542 
3, -179 
3, 293 

972 

2,301 
369 
400 
303 

C) 

9,430 
2,920 
3,953 
3,002 
1,134 

Total -

(') 
0 
8 
1 

102 

7, 060 
2,542 
3, -179 
3, 293 

972 

2,301 
369 
400 
303 

C) 

9,430 
2,920 
3,953 
3,002 
1,134 

Total - 180 17, 355 3, 504 21, 039 180 17, 355 3, 504 21, 039 

^ Type outlet not employed. 

Operating organization.—As stated earlier in this report, General 
Motors dissolved its principal United States manufacturing sub
sidiaries as of December 31, 1916. After that action, the activities 
of these corporations have been conducted directly by the corporation 
through divisions. Subsequently, the assets and properties of other 
corporations were acquired, and in yet other cases the capital stocks 
of companies were acquhed. Some of these com.panies were dis
solved, and the assets and properties were taken over and organized 
as divisions, Briefiy i t can be stated that in genera,l tbe United 
States manufacturing operations e,re conducted thi-ough divisions a.rid 
that sales from the United States plsii-^ sre hŝ ndled by sales and 
service subsirUaries, 

In operations outside of ihe Uidied .•̂ rar.ê . zc-.r_ --r.- ririctczs ana 
sale are handled by corporaiioiis o;-g^^^~j- i : r '-^'^ z'zrzcss-..̂  ii'ci! 
example, the Chevrolet, Pontiac, Oldsrijrvr., 1.^:_j-v-ji:i:_±i.--j:-irji 
La SaUe and CadUlac lines of pas5enggr_c-ar5 a;-? ~sz:'.i:i.:r:z-?i— 
Canada by General Motors of Cana.d3, i j id . . •w]i:.:i T-r̂ ^pir̂ y î-ŝ r 
makes and seUs Che.-vrolets commercial cars and Tr-̂ .r̂ ii?.. 3_:.".-LLr —^^-fi 
trucks, and General Motors trucks. The smie line? .̂ ^ r.?.:-? ^ . i ; ; 
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through General Motors Overseas Corporation in the foreign markets 
other than Canada. The Opel line of passenger cars and the Opel 
commercials and Blitz trucks are completely manufactined in Ger
many and sold by Adam Opel, A. G, The Vauxhall line of passenger 
cars and Bedford commercials and trucks are completely manufactured 
in the British Isles and sold by Vauxhall Motors, Ltd, 

Prior to December 1, 1936, General Motors Corporation marketed 
the products from the United States divisions thi-ough numerous 
sales corporations. As of December 1, 1936, most of these sales 
corporations were dissolved and in their place General Motors Sales 
Corporation was organized. This corporation carries on the activities 
previously carried on by the sales corporations. The organization 
of the sales corporation follows a somewhat similar plan as General 
Motors Corporation with regard to its manufacturing divisions. 
For iUustration, the sales activities are carried on by di-visions of the 
General Motors Sales Corporation. For example, there is the Buick 
Division, Chevrolet Division, Pontiac Di-\dsion, OldsmobUe Division, 
Cadillac-La Salle Division, Motors Parts Division, Frigidaire Divi
sion, and other divisions of the General Motors Sales Corporation. 

Each manufacturing division is headed by a general manager, who 
is responsible to the chahman of the board and-the president for the 
operations of his respective di-\dsion. Each clivision of the sales 
corporation is headed by a manager of sales, who in turn is responsible 
to the president of the General Motors vSales Corporation. 

The products manufactured by the manufacturing divisions are 
sold to the sales and ser\dce subsidiaries of General Motors Corpo
ration, which in turn seU the products to dealers and distributors. 
There are several exceptions to the foregoing outlhie of orgamzation, 
namely, some of the manufacturing di-visions own and operate retaU 
seUing branches. These retaU sales by the manufacturing divisions 
are, however, of minor consequence to the total sales. In addition 
to the reta.U Ijranches owned by the manufacturing divisions. General 
Motors Corporation owns an interest in numerous dealer outlets 
through the Motors Holding Division of General Motors Corpo
ration. 

Dm-ing the year 1929 General Motors organized the General Motors 
HolcUng Corporation. This company was dissolved in December 
1936 and has since been operated as a division. As stated in the 
annual report to the stockholders for 1937, the objective of tlus 
corporation or division was to promote greater effectiveness of tho 
corporation's dealer organizations by an organized plan to make 
investments in approved dealerslups having the purpose of: 

(a) Providing supplemental financial support where jufstified, (!)) providing 
financial assistance to individuals of ambition, ability, and potentiality whose 
restricted fin.ancial resources did not permit them to qualify for a General Motors 
dealership. The policy of the corporation is to limit its normal functions to that 
of a producer and wholesale distributor of its manufactured products. I t is of 
the belief that the distribution of its products at retaU can best be effected by 
independent dealers operating on their own resources. Such a relationship 
supported by constructive and aggressive policies based upon equity and cooper
ation is believed to bc the most desirable approach to this particular problem of 
retailing. 
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The relationship between the General Motors dealers within the Motors 

Holding Division and the corporation from the operating standpoint is not differ
ent from that of any other dealer within the General Motors group. From the 
financial standpoint the plan provides that, after 15 percent of the capital em
ployed is deducted from the profits and distributed to the dealer and the corpora
tion in proportion to their stockholding interests, 60 percent of the balance is paid 
to the dealer as a bonus in addition to a reasonable salary for operating the busi
ness. A substantial part of the bonus and all dividends received from the business 
must be used for retiring the interest of the corporation in the dealership on the 
basis of the book value of its holdings to the end that, as the business prospers 
and earnings accrue, the corporation's share will be retired automatically, and 
when completely eliminated, the dealer becomes the sole owner of the business. 

Thus it will be seen that the Motors Holding plan really consists of a revolving 
fund. No permanent investment in any dealership is contemplated or desired. 
The use of the corporation's resources in tliis helpful way to provide an oppor
tunity for capable and ambitious individuals to set themselves up in business and 
thus to reap the reward of tlieii- own endeavors, is certainly a forward-looking-
policy. 

During the period of its operations from 1929 to 1937 Motors 
Holding Division of Genera.l Motors Corporation acquired 428 
dealerships, disposed of 92 dealerslups, and, as of December 31, 1937, 
held investments in 336 dealerships. There follows now a listing of 
the number of investments in retail dealerships duiing each year from 
1929 to 1937, inclusive. 

Number i n 
vestments 
beginning 

of year 

Number 
acquired 

during year 

Number dis
posed of 

duriug year 

Number i n 
vestments 
at end of 

year 

1929 __. 0 12 0 12 
1930 -- 12 57 0 60 
1931 69 30 4 95 
1932 95 IS 29 84 
1933 84 43 20 101 
19.34... 101 38 14 125 
1935-. 125 33 15 143 
1936 143 143 I 285 
1937 2S5 54 3 336 

Total 1920 to Dec. 12, 1937... 428 92 336 428 92 336 

As indicated in the foiegoing. Motors Holding disposed of 92 
dealerslups from 1931 to 1937. Of the number disposed of, 62 were 
liquidated and 30 sold. Of the number liquidated, 12 v/ere for the 
purpose of reorganizing.^ and the successors continue to operate: 
4S companies were liquidated bfjcaiiae of excesdvc losses and tv/o 
companies vvere liquidated to aHHisf, otlier dealers in localities where 
there were too m&Tiy outlet.?-; of thj-. .̂tnof; ear. Of the 3D eornpaijieA 
feold; 11 v/f^rk Hold in accordariee wit,}) td;e iAve';fj/ie/>t vh:r-̂  '//hereby 
ooerji.tOTH piirehji%d the hi(>tf•>'.••>, lUAn'u;-:/ ir,veet?rye;:t, f/or;; 
('} v.-ere vy.': r/, other ;̂;v;;;"ror;;; ''/ener;:' ],]',';/,n-. ^ '/,:-',>'/: >-•':','>:. '\ 

H'j-'i V/ ;;j.';epe.';eer;t ;;.tere? t̂-; v,-ho offere'i -re;,;;-e.e 
C'mMv*-/L Ji.p,m</ii/ii iiUdvioAr-X oJ ojHraiwm for fAotor-i f foM/wj mUM 

d,t')ler:-M.j)-<.—Tliere rvubrnitVyi i;ere;ifter a '.•/isnbhihO •vt;itei;j.etjt (/• 
tbe operations of all dealer eompanieK in v.').:ic;; ^̂ .oU>!̂ H floldii;;^ 
Divisi.on of General Motors Corporation ov.-ried ;iii interest dui-it!5>- the 
years 1935, 193G, and 1937, 
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Combined statements of operating results of all dealer companies in which Motors 
Holding Division owned an interest 

1935 1936 1937 

Uni ts A m o u n t Uni ts A m o i m t Units A m o u n t 

New cars, retail at l i s t . _ . _ 
Used ciirs^--

47, 522 
82, 258 

$34, 059, 205 
19,441,997 

2, 785, 266 

14, 723, 513 

102, 448 
177,166 

$72, 009, 393 
42, 294, 713 
4,837,113 

31,848,001 

126, 831 
237,671 

.$94,801,265 
63,179,890 
S, 164,581 

45,610,079 

A l l other retail sales (parts, acces
sories, sublet repairs, duco, gas, oil 
and grease, and niiscellttneous, e tc) 

$34, 059, 205 
19,441,997 

2, 785, 266 

14, 723, 513 

$72, 009, 393 
42, 294, 713 
4,837,113 

31,848,001 

.$94,801,265 
63,179,890 
S, 164,581 

45,610,079 

$34, 059, 205 
19,441,997 

2, 785, 266 

14, 723, 513 

$72, 009, 393 
42, 294, 713 
4,837,113 

31,848,001 

.$94,801,265 
63,179,890 
S, 164,581 

45,610,079 

71, 009, 981 
5S, 639,071 

150, 989, 280 
125, 948, 050 

211,765,815 
176, 402, 703 Cost of sales 

71, 009, 981 
5S, 639,071 

150, 989, 280 
125, 948, 050 

211,765,815 
176, 402, 703 

Gross prof i t 

71, 009, 981 
5S, 639,071 

150, 989, 280 
125, 948, 050 

211,765,815 
176, 402, 703 

Gross prof i t 12, 370, 910 25, 041, 230 35, 353, 112 

Variable expenses- _ 

12, 370, 910 25, 041, 230 35, 353, 112 

Variable expenses- _ 3,945,055 
6, S97, 636 

8,440, 325 
12, 994, 015 

11,873,3,59 
20, 009, 579 Fixed expenses . 

3,945,055 
6, S97, 636 

8,440, 325 
12, 994, 015 

11,873,3,59 
20, 009, 579 

Total operating expenses 

3,945,055 
6, S97, 636 

8,440, 325 
12, 994, 015 

11,873,3,59 
20, 009, 579 

Total operating expenses 10, S42, 741 21, 440, 340 31,972,938 

Tota l retail operating prof i t 

10, S42, 741 21, 440, 340 31,972,938 

Tota l retail operating prof i t 1, 528,169 

' 514, 363 

3, 600, SOO 

s 1, 065, 067 

3, 380,174 

2 531, 380 
Net additions and deductions, includ

ing wholesale gross prof i t 

Not prof i t --

' 1,373 

1, 528,169 

' 514, 363 1 2, 878 

3, 600, SOO 

s 1, 065, 067 1 6, 076 

3, 380,174 

2 531, 380 
Net additions and deductions, includ

ing wholesale gross prof i t 

Not prof i t -- 1, 013, 806 2, 535,823 2, 798, 794 1, 013, 806 2, 535,823 2, 798, 794 

1 Wholesale units, 
' Denotes deductions. 

Operating divisions and sales subsidiaries.—There follows hereafter 
a list of the United States manufacturing divisions and of the sub
sidiaries that engage in the manufacture and sale of the corporation's 
products in the United States, Canada, and foreign countries, effective 
as of December 31, 1937. 

UNITED STATES DIVISIONS 

1, 
2. 
3. 
4. 
5. 
6. 
7. 

io. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25, 
26. 
27. 
28. 

Buick Motor Division. 
Cadillac Motor Car Division. 
Chevrolet Motor Division. 
Olds Motor Works Division. 
Pontiac Motor Division, 
Fisher Body Division. 
Fleetwood Body Division, 
Ternstedt Manufacturing Division, 
A C Spark Plug Division. 
Delco Brake Division. 
Delco Products Division, 
Sunlight Electrical Division. 
Delco-Remy Division. 
Delco Radio Division. 
Brown-Lipe-Chapin Division. 
Packard Electric Division. 
Guide Lamp Division. 
Harrison Division. 
Hyatt Bearings Division. 
Inland Division. 
Moraine Product Division. 
New Departure Division. 
Saginaw Malleable Iron Division. 
Saginaw Steering Gear Division. 
Delco Appliance Divi.=ion. 
Frigidaire Divi.sion. 
General Motors Export Divi;;orj. 
Motors Holding Divisiori. 
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SALES CORPORATIONS 

1. General Motors Sales Corporation. 
2. General Motors Overseas Corporation. 
3. AC Spark Plug Co, 
4. Fleetwood Body Corporation. 
5. Hyatt Roller Bearing Sales Co. 
6. United Motors Service, Inc, 
7. New Departm-e Co. 

The activities of most of the sales corporations have been previously 
described. However, a few of these wiU be commented upon. 

A C Spark Plug Co.—Engages in the distribution of AC Spark Plugs 
in the IJnited States. This company was continued as a sales com
pany when the assets and properties of AC Spark Plug Co. were taken 
over by General Motors Corporation and organized as a division. 

Fleetwood Body Corporation.—This corporation engages in the sale 
of Fleetwood custom-built bodies made by the Fleetwood Division of 
General Motors Corporation. 

United Motors Service, Inc.—Through its numerous branches this 
corporation engages in sales and service of accessories in the United 
States. I t provides service for the products of AC Spark Plug D i v i 
sion, Delco Brake Division, Delco Products Division, Sunlight Elec
trical Division, Delco-Remy Division, Packard Electric Division, 
Guide Lamp Division, Harrison Radiator Division, Hyatt Bearing 
Division, and New Departure Division. 

I t distributes and services Delco automotive and home radios, Delco 
ligbt plants, Delco electric water pumps and systems and other prod
ucts of the Delco Appliance Division. 

OTHER M A N U F A C T U R I N G A N D SALES COMPANIES 

1. Yellow Truck & Coach Manufacturing Co., General Motors Truck Corpora
tion, subsidiary, 

2. Alli.son Engineering Co. 
3. Winton Engine Manufacturing Corjjoration. 
4. Electro-Motive Corporation. 
5. Fisher Lumber Corporation. 

Yellow Truck cfe Coach Marbufo.cturing Co.—As sbov,m in tbe subse
quent disciiSKion of invG»tm.ents tbe General Motors Corporation 
ov,Tis bat Hlv/litly more than a -vf) pbrtknt intwcHt in this oorporation. I'f 
The coijioration. fj.ogai^K-; in thfc marmfacturft and H-HIH, of Ghrihr'A. Mo
tor.-: tnicks; YfJlo/,- ('joa''d;fjS. a.no G'-uhi-yil Oftoii. lUi prod«r;fe; art 
<ix-itrihutfid thro-jgli GfjnoraJ Motor's 'JVuck Oorvomi'ion, a nvb;ii6's&:y. 

AUiion Engineering Oo.—Eng'ages in aircrai't i;ô •̂<;I•-pÎ 5;it '̂ y:.jf^:im:--
ing and manufacture of aviation -sngin/is, bearirj.g-^, Hijr̂ ;̂.-̂ -:.';.a;>'f::'s. 
and mechanical equipment. 

Winton Engine Manufacturing Corvorai-Wr-..—':^z::s;,ir.ff r::.-;..;!'.:-
factures power plants emploj^ed both b;.- i^ '.-.--. 4--: i->i=r̂ e- -r:z:±s\i?~. 
This company was reorganized duru:g 1?S7 a.-; -/i^--. C-^-j;^-^-'- '̂! ^Lfrf-'ji 
Engine Division. I t will continue ihe znjiziziuif-zz^ ' \ l _ji'rKii -T.-zr.t-
of General Motors design at the origi i i i l T:l.s,-i.t Lii TI.T-'^I.iZ;i f r r f i c i i z -
ing more particularly in the adapT.stion : : 'Li.i"; -ITSIZZ: -zuzine 
purposes. 

Electro-Motive Corporation.—This cor-poraKon fr.-ic-.\,r;-.'- ~ i-~i;£-L-
ing and selling gas-electric power plants for scili'--ni-..--yi-:-./--':, r-i.i;:-.uu. 
cars, locomotives, and other purposes. The Dicsi.--:! ĉ ni-i-nv :̂ :>;u;-i>;'i.. 
by General Motors as first applied in a comiuorci;ii V,":,T --j.-jiv-
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portation by rail through the development of an advance Diesel 
locomotive. Following the initial experiment the plant was erected 
in LaGrange, 111., for the manufacture of locomotives of this type and 
the Electro-Motive Corporation was organized. During 1937 addi
tional manufacturing units were added for the purpose of eventually 
makmg the operation of a complete and self-contained unit for the 
complete manufacture of Diesel locomotives. Locomotive engine 
budding as previously conducted by Winton Engine in Cleveland will 
be carried on hereafter at LaGrange, 111. 

r O R B I G N M A N U F A C T U R I N G A N D SALES COMPANIES 

1. General Motors of Canada, Ltd, 
2. Adam Opel A. G. 
3. Vauxhall Motors, Ltd. 
4. The McKinnon Industries, Ltd, 
5. AC-Sphinx Sparking Plug Co., Ltd. 
6. Frigidaire, Ltd. 
7. General Motors Products of Canada, Ltd. 
8. Delco-Remy & Hyatt, Ltd. 
9. And 26 other foreign subsidiaries. 

The operations of General Motors of Canada, Ltd. , Adam Opel 
A. G., and Vauxhall Motors, Ltd, , have been previously commented 
upon, _ -

The McKinnon Industries, Ltd.—Acquired in 1929, and located at 
St, Catherines, Ontario, This company engages in the manufacture 
of automobile rear axles and differentials, steering- gears, axle shafts, 
Delco-Lovejoy shock absorbers, Delco fractional commercial motors, 
AC Spark Plugs, Delco-Remy starting, lighthig, and ignition systems; 
malleable castings, stamphigs, drop forghigs, tool luts, and saddlery 
hardware. 

AC-Sphinx Sparking Plug Co., Ltd.—Manufacture of spark plugs, 
air cleaners, oil filters, oh-pressure gages, gasoline pumps, filters, 
and gages in the British Isles. 

General Motors Products of Canada, Ltd.—Sales and service in 
Canada of all General Motors accessory products. 

Delco-Remy & Hyatt, Ltd.—Sales and service in the British Isles 
of all General Motors accessory products. 

Officers and, directors of General Motors Corporation.—There follows 
hereafter a list of the officers and dhectors of General Motors Cor
poration m 1917 and 1937: 

1917 DIRECTORS 

F. L. Belin. 
W. C, Durant, 
J, A. Haskell. 
L. G. Kaufman. 
J, H, McClement. 
A, G. Bishop, 
W. P. Chrysler. 

C. S, Mott. 
R, H, Collins. 
W. C. Leland. 
W. L. Day. 
F. W, Warner, 
Pierre S. du Pont, 
J. J. Raskob. 
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1037—DIRECTORS 

Alfred P. Sloan, Jr., clmirman. 
Donaldson Brown, vice chairman, 
Arthur G. Bishop, 
Albert Bradley. 
Walter S. Carpenter, Jr. 
Marvin E. Coyle. 
Henry F. du Pont, 
Irenee du Pont. 
Lammot du Pont. 
Pierre S. du Pont, 
Lawrence P. Fisher, 
William A, Fisher. 
Richard H. Grant. 
Ormond E. Hunt. 
Louis G. Kaufm.an. 
Charles F. Kettering. 
William S. Knudsen. 

Lord McGowan. 
R, Samuel McLaughlin, 
James D, Mooney. 
Junius S. Morgan. 
Charles S, Mott. 
Fri t! Opel, 
DeWitt Page. 
John L, Pratt. 
Seward Prosser, 
-•Vrthur B. Purvis. 
John J, Raskob, 
John J, Schumann, Jr, 
John Thomas Smith. 
George Whitney. 
Charles E, Wilson. 
Clarence M. Woolley, 
Owen D. Young. 

1917 OFPICEHS 

W. C. Durant, president, 
C. S, Mott, vice president. 
A. G. Bishop, vice president. 
T. S. Merrill, secretary. 

H: H . Rice, treasurer. 
M . L. Prensky, comptroller. 
Standish Backus, counsel. . 

1937 -OFFICERS 

Alfred P. Sloan, Jr., chairman. 
WiUiam S. Knudsen, president, 
Albert Bradley, vice president, 
Donaldson Brown, vice president. 
Marvin E. Coyle, vice president, 
Ronald K. Evans, vice president. 
Lawrence P, Fisher, vice president. 
William A. Fisher, vice president. 
Richard H. Grant, vice president, 
Ormond E, Hunt, vice president. 
Charles F. Kettering, vice president. 

R. Samuel McLaughlin, vice president. 
James D. Moone.y, vice president. 
John Thomas Smith, vice president and 

general counsel. 
Floyd O, Tanner, vice president, 
Charles E, Wilson, vice president, 
Meyer L. Prentis, treasurer. 
Frederic G. Donner, general assistant 

treasurer. 
Anthony C. Anderson, comptroller. 
Lisle R. Beardslee, secretary. 

Corporate organization,—The General Motors Corporation of 1937 
is primarhy an operating corporation owning the plants, properties, 
and other assets comprising its operations. I t does, however, con
duct some of its operations through subsidiaries, especially foreign,, 
and to that extent it is also a holding corporation owning- all or part 
of the capital stocks of other corporations engaged in certain activities. 

The corporate organization as of December 31, 1937, follows, and is. 
subdivided to show those corporations included in the consolidated, 
financial statements and those cai-ried as investments. 

S U B S I D I A R I E S CONSOLIDATED 

General Motors Corporation: 
General Motors Sales Corporation. 
General Motors Overseas Corporation. 
General Motors of Canada, Ltd, 
United Motors Service, Inc. 
AC Spark Plug Co. 
Allison Engineering Co. 
Argonaut Real Estate Corporation. 
Electro-Motive Corporation, 
Fisher Lumber Corporation, 
Fleetwood Body Corporation. 
General Motors Research Corporation. 

171233—39- - 3 0 
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General Motors Corporation—Continued. 
Hyatt Roller Bearing Sales Co. 
New Departure Co. 
General Motors-Holden's, Ltd,, Australia. 
The McKinnon Industries, Ltd., Canada. 
AC Spinx Sparking Plug Co,, Ltd., British Isles. 
Frigidaire, Ltd., foreign. 
General Motors Japan, Ltd., Japan. 
Delco-Remy & Hyatt, Ltd., British Isles, 
General Motors Products of Canada, Ltd. 
General Motors .'Argentina, S. A,, Buenos Aires, 
General Motors International, A. S,, Denmark, 
General Motors Nordiska, A. B, Sweden, 
General Motors Continental, S, A, Belgium. 
General Motors Peninsular, S. A., Spain. 
General Motors Near East, S. A,, Egypt, 
General Motors do Brazil, S, A,, Brazil. 
General Motors South African, Ltd., Port Elizabeth. 
General Motors New Zealand, Ltd,, Wellington. 
N. V. General Motors Java, Batavia. 
General Motors of India, Bombay, 
Eleven other foreign subsidiaries. 

Investments in companies not consolidated, with amount and percent of ownership 

Name Amount Percent 

General Motors Acceptance Corporation. _ 
General Excbauge Insurance Corporation.. 
Modern Dwellings, Ltd 
other 
Yellow Truclc &L Coach Manufacturing,' Co 
Vauxhall Motors, Ltd 
Adam Opel A. G 
Motors Holding Division, dealerships 
Ethyl Gasoline Corporation 
Bendix Aviation Corporation 
North Americjin Aviation, Inc 
Kinetic Chemicals. Inc 
National Bank of Detroit, common stock.. 
Land contracts and mortgages 
Miscellaneous 

Total, Dec. 31, 1937 

$84,915.319 
22, 7.54, 927 

102, 991 
371, 058 

28, 603, 126 
17, 420, 171 
3S, 030, 628 
8, 857. 53B 
4, 432, 428 
15, 341, 600 
4, 507, 308 
551, 618 

6, 712, 525 
8,081,492 
2, 973, 660 

2-10, 6B0, 056 

100 
100 
100 
100 
50.36 
100 
100 

49.7 
23. S 
29.1 
49 
53.7 

SECTION 3. PRINCIPAL ACQUISITIONS OF CAPITAL STOCKS AND PROP
ERTIES OP NONAFFILIATED COMPANIES BY GENERAL MOTORS CO., 
THE N E W JERSEY CORPORATION, 1908 TO 1917 

General.—Wlule incorporated as an original organization, and. not a 
consolidation of firms or corporations that had previously existed, the 
minutes of meetings of tbe board of directors of General Motors Co., 
from which was obtained nearly all of the information on acquisitions 
by the company presented with respect to the New Jersey company, 
showed that the acquiring of many of the important companies then 
engaged in tbe manufacture of automobiles and automobile parts 
was begun soon after General Motors Co. v.'̂ as formed. Twelve 
companies engaged in the manufacture of motor vehicles, including 
such important organizations as Buick, Olds, Cadillac, and Oaldand, 
were soon acquired, as weU as certain plant properties and numerous 
companies engaged in the m.anufacture of automobile parts. Some 
of the acquisitions were of companies supposed to own valuable 
patents. 

Before the changes discussed in the following paragraph were 
effected. General Motors Co., in 1910, purchased from subsidiary 
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companies the following shares of stock of other companies, which 
are discussed in greater detah elsewhere in this chapter of the Com
mission's report: 
From Buick Motor Co.: 

750 shares of Champion Ignition Co. 
5,000 shares of The McLaughlin Motor Car Co,, Ltd. 
2,500 shares of Michigan Motor Castings Co. 

• 1,330 shares of Oak Park Power Co. 
2,440 shares of Welch Motor Car Co. 
500 shares of Bro-svn-Lipe-Chapin Co. 

From Olds Motor Works: 500 shares of Bro-wn-Lipe-Chapin Co. 
From Cadillac Motor Co.: 700 shares of Bro-wn-Lipe-Chapin Co. 

On November 3, 1910, in order to fachitate the placing of a mortgage 
on plant properties as security for borrowed capital, the dhectors of 
General Motors Co. approved and ratified the sale of General Motors 
Co. of Michigan of ali real estate, plant and equipment, and patents of 
the following companies, the respective plant properties to be leased 
back to the respective companies for operation: 
Buick Motor Co, 
Cadillac Motor Car Co. 
Olds Motor Works 
Oakland Motor Car Co. 
Rapid Motor Vehicle Co. 
Reliance Motor Truck Co. 
The Cartercar Co. 
Marquette Motor Co. 

North-way Motor & Manufacturing Co. 
The Welch Co. of Detroit. 
Elmore Manufacturing Co. 
Jackson-Church-Wilcox Co. 
Champion Ignition Co. 
Michigan Motor Castings Co, 
Oak Park Power Co. 
Welch Motor Car Co. 

General Motors Co. of Michigan was organized by General Motors 
Co. in 1910, for the purpose of taking title to the physical properties 
of the above companies, tbereby facilitating the use of such properties 
as mortgage security for the funds borrowed. 

Certain changes were made durhig the course of the leasing period, 
but otherwise the plant-leasing arrangement between General Motors 
Co. of Michigan and other subsidiaries of General Motors Co. was 
continued to December 31, 1916. Changes that occurred during the 
leasing period and prior thereto included: The consolidation of assets 
of Rapid Motors Vehicle Co. and Reliance Motor Truck Co. to form 
General Motors Truck Co.; purchase by Northway Motor & Manu
facturing Co. of all property and francliises, rights and privileges of 
Michigan Auto Parts Co. and Welch Motor Car Co.; acquisition by 
Buick Motor Co. of the YV. F. Stewart body plant and aU property, 
franchises, etc., of Oak Park Power Co.; sale of the Elmore plant, 
Randolph Motor Car Co., and the Heany companies to outside 
parties; dissolution of the Cartercar Co. The changes also included, 
according to the story of General Motors by Arthur Pound/ transfer 
of the Ra.inier, Marquette, and Welch-Detroit properties to the 
Peninsular Motor Co., another whohy owned subsidiary of General 
Motors Co., followed by sa.le of the properties to Chevrolet; the writ
ing down of investments in Ewhig Aiitomobhe Co., Seager Engine 
Works, and Dow Rim Co. to $1 in each histance; and the acquisition 
by Buick Motor Co. of the Michigan Motor Castings Co. 

On January 31, 1916, as of which date the Cartercar Co. (later 
dissolved). Champion Ignition Co., and Weston-Mott Co. held title 
to theh respective plants, the net book value, after depreciation, of 
lands, buildings, fixtures, machinery, and equipment comprising the 

" The Turning Wheel—The Stors- of General Motors Throngh Twenty-flve Ye.irs, 190.S-33. 
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plants and certain other properties then owned by General Motors 
Co. of Michigan totaled $16,452,813.79, divided as follows: 
Buick plant, Flint, Mich $6, 118, 93L 56 
CadiUac pLant, Detroit, Mich 5, 616, 206, 32 
Oakland plant, Pontiac, Mich 565, 409, 51 
Olds plant, Lansing, Mich 735, 785, 32 
General Motors Truck plant, Pontiac, Mich 543, 606, 64 
Northway plant, Detroit, Mich 2, 315, 633. 79 
Jackson-Church-Wilcox plant, Saginaw, Mich 276, 858. 50' 
Welch plant, Pontiac, Mich, (unoccupied) 38, 278. 58 

Total-__- 16, 110, 710. 22 
Peninsular plant, Saginaw, Mich, (unoccupied) 99, 703, 76 
Miscellaneous machinery 28, 918, 88 
50 acres land (vacant), Detroit, Mich 213, 480, 93 

Grand total 16, 452, 813, 79 

As compared with the aggregate value of approximately $16,000,-
000, as of January 31, 1916, shown for the Buick, Cadillac, Oakland, 
Olds, General Motors Truck, Northway, Jackson-Church-Whcox, 
and Welch plants, a total of approximately $29,426,000 as of Septem
ber 30, 1910, was shown by the comî any as the aggregate value of its 
investments hi the companies then owning these properties. At 
the earlier date, the balance sheet for General Motors Co. showed 
nothing for investment hi goodwill; but the consolidated balance 
sheet as of that date for General Motors Co. and subsidiaries dhectty 
connected with, the manufactm-e of its cars, parts, etc., showed 
$14,853,856 for investment in goodwUl. The records indicated that 
goodwUl as of January 31, 1916, was valued at $7,934,198. 

On December 14, 1916, the dhectors of General Motors Co. adopted 
resolutions dhecting General Motors Co. of Michigan to convey, 
transfer, and assign to General Motors Co. all of its propertj^- at its 
book value and dhecting that that subsidiary be dissolved. At the 
same meeting the directors also adopted resolutions directing that the 
enthe business and properties of the following subsidiaries, subject to 
debts and obligations, be transferred to General Motors Co. as of 
December 31, 1916; that the corporate existence of the respective 
vendor companies be terminated as of the same date; and that the 
operations of each of the plants should thereafter be conducted under 
the name of the respective company as then Icnown but as a "division 
of General Motors Co.," except that the Weston-Mott plant was to 
be conducted as a division of the Buick plant as soon as practicable: 

Buick Motor Co. 
General Motors Truck Co. 
Oakland Motor Car Co. of Michigan. 
Olds Motor Works. 
Jackson-Church-Wilcox Co. 
Northway Motor & Manufacturing Co. 
Weston-Mott Co. 

In the case of the Cadillac Motor Car Co., the resolution did not 
direct termination of corporate existence but specified, in addition to 
future operation as a division of Genera.l Motors Co,, the purchase by 
General Motors Co., at book value, of all property, rights, etc., 
excepting such part thereof as was determined to be necessarj' to be 
retained by the Cadillac company for proper conduct of its business 
as a selling company for the products of the Cadillac plant. 
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The resolutions adopted December 14, 1916, provided also for the 
creation, as of January 2, 1917, of new companies, each with an 
authorized capital stock of $10,000 to be fully paid in cash by General 
Motors Co., namely: 
Buick Motor Co., to act as selling company for products of the Buick plant. 
General Motors Truck Co., to act as seUing company for products of General 

Motors Truck plant. 
Oakland Motor Car Co. of Michigan, to act as seUing company for the products 

of the Oakland plant. 
Olds Motor Works, to act .as seUing company for the products of the Olds plant. 
.Jackson-Church-Wilcox Co., to act as seUing company for the products of the 

Jackson-Church-Wilcox plant, 
Northwaj- Motor & Manufacturing Co., for the purpose of preserving the name 
^'Northway Motor & Manufacturing Co," 
Weston-Mott Co., for the purpose of preserving the name "Weston-Mott Co." 

As wdll be observed in later discussion, the newly created "divisions" 
of General Motors Co, and the newly created companies as above 
listed, were developments that took place after General Motors Cor
poration liad acquired General Motors Co,, and thej^ were among the 
operating units and subsidiaries taken over by General Motors Cor
poration hi 1917. Also a.mong the properties taken over by the 
successor corporation in 1917 were the outstanding stocks of General 
Motors Export Co., the business of which was foreign sales, and 
General Motors (Europe), Ltd . , wlhch General Motors Corporation 
indicated as a subsidiai-y of General Motors Export Co.; also $75,000 
of capital stock of Champion Ignition Co., $500,000 of capital stock of 
the McLaughlin Motor Car Co., Ltd. , $333,300 of Brown-Lipe-
Chapin Go. stock, an hivestment of $15,050 in the Novelty Incan
descent Lamp Co, stock, which investment later was shown as 
valued at $75,000, and an investment of approximately $254,000 in 
Independent Lamp Wire Co. 

Before the expiration of 1908, General Motors Co., under the 
mana,gement of Willi'am C. Durant, had acquired all but a compara
tively few of the outstanding shares of Buick Motor Co. and about 
90 percent of the outstanding shares of Olds Motor Works; before 
the expiration of 1909 i t had acquhed the outsta.nding shares of. 
Cadillac Motor Car Co., Marquette Motor CjorrT^eliance MdfOT 
Truck Co., the Cartercar Ca7Elmore"Manufacturing Co., Ewing 
Automobile Co., and all, or nearly all, of tbe outstanding shares of 
Oakland Motor Car Co.; and before the expiration of 1910 i t had 
acquired the outstanding stock of Rapid Motor Vehicle Co., Randolph 
Motor Car Co., and Welch Motor Car Co. Ranier Motor Car Co. 
also was acquired. A t the time of acqiusition of the assets of General 
Motors Co. by General Motors Corporation the only cars of the fore
gomg companies that still continued to be produced by General 
Motors Co. were Buick, Olds, Oakland, and Cadillac; also General 
Motors trucks produced by General Motors Truck Co., which had 
been formed by merger of properties of Reliance and Rapid Motor 
Vehicle comp.^nies. 

There follows now a discussion of the principal acquisitions made 
by General Motors Co. (New Jersey) durhig the period from 1908 
to 1917. Only the larger and more important acquisitions are dis
cussed in detail. Other smaller and less prominent ones are listed 
at the end of this section, together wdth the approximate considera
tion given therefor. 
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The acquisitions discussed in deta,il are: 
Buick Motor Co. 
Olds Motor Works. 
Oakland Motor Car Co. of Michigan. 
Cadillac Motor Car Co, 
Reliance Motor Truck Co. 
Rapid Motor Vehicle Co. 
The Cartercar Co. 
Elmore Manufacturing Co. 
Ewing Automobile Co. 
Marquette Motor Co. 
Ranier Motor Car Co. 
Randolph Motor Car Co. 
Welch Motor Car Co. 
The Heany Co. and alUed companies. 
The McLaughlin Motor Car Co., Ltd. 
General Motors Truck Co. 

Buick Motor Co.—The board of directors of General Motors Co., 
at a meeting held September 29, 19(18, 2 weeks after incorporation of 
the company, voted^io" accept a proposition submitted by W. C. 
Durant, ofTering to deliver to General Motors Co., in exchange for 
$2,387,000 of Genera.l Motors preferred stock and $2,193,500 of 
General Motors common stock, 18,870 of the 20,000 outstanding shares 
of common stock of Buick Motor Co. and, in addition, to pay or 
cause to be pa,id to General Motors Co., on or before Januarj^ 1, 1909, 
$500,000 in cash with interest thereon at the rate of 6 percent per 
annum from October 1, 1908, such cash to be received by the com
pany as surplus and the Buick stock to be deemed equal in value to 
all General Motors stock given in the exchange.' Buick Motor Co. 
had been incorporated under the laws of Michigan on January 30, 
1904, for a 30-year period, and was engaged in motorcar manufactur
ing at Flint, Mich. 

The resolution authorizing the purchase above described also 
specified that, after careful investigation a.nd appraisement, the 
board had— 
ascertained, adjudged, and determined * * * that the value of said 18,870 
shares * * * (exclusive of the cash sum of $500,000 * * *) is equal at 
least to the par value of the stock of the General Motors Co. to be issued therefor 

Before the end of June 1909 the remaining 1,130 outstanding 
common shares of the Buick Co. were acquired, in exchange for 
General Motors stock on the basis of $100 of General Motors pre
ferred and $50 of General Motors common for each share of Buick. 
The total consideration, therefore, for all of the outstanding common 
stock of the Buick Co., plus $500,000 in cash, consisted of 25,000 
shares of General Motors preferred, of $2,500,000 aggregate par 
value, and 22,500 shares of General Motors common, of $2,250,000 
aggregate par value, together with the right to purchase from Gen
eral Motors Co. a certain amount of the company's preferred stock 

3 Mr. Durant's proposition accepted by the hoard also provided that froni the considerntion to be paid 
him for stock of the Bnicl^ Co. ho would return to General Motors, at par, $1,000,000 of General Motors 
eomttion stoclc, with the understanding that General Motors was not to sell the stock until after payment, 
or until after expiration o£ the time limit for payment, to General Motors of tbe $500,000 provided for in 
the proposition; and that upon payment of the $500,000 the payors were to have the right, at any time prior 
to January 2, 1910, to subscribe for of purchase from General Motors, at par, preferred stock of General 
Motors Co. not exceeding in the aggresate such amount as shall equal the difference between the authorized 
and lawful issue of such preferred stock and the amount thereof theretofore issued, or which the company 
had obligated itself to issue for property, and not exceeding in the aggregste 32,000,000 at par value; and with 
each share of such preferred stock so subscribed for or purchased General Motors was to deiiver thorewith 
at par, \ i share of its common stock from the above-mentioned $1,000,000 of common returned to the 
company. 
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at par, but in any event not exceeding $2,000,000 in aggregate par 
value, and wdth each share of preferred so purchased the right to 
purchase one-half share of General Motors common at par. 

Before the end of June 1909 General Motors Co, also had acquired 
4,985 of the 5,000 outstanding preferred shares of the Buick Co., 
in exchange for General Motors stock, on the basis of 1 share of Gen
eral Motors preferred, and one-half sh.are of General Motors common 
for each share of Buick preferred. The total consideration, there
fore, for all but about 1 percent of the outstanding Buick preferred 
totaled $747,750 ancl consisted of General Motors preferred of 
$498,600 aggregate par value and General Motors common of 
$249,250 aggregate par value. 

Buick Motor Co. held the followhig shares of capital stock of 
other companies, which i t sold to General Motors Co. in 1910: 
Brown-Lipe-Chapin Co.: 500 shares, comprising approximately a 3.7-percent 

interest. 
Champion Ignition Co.; 750 shares, comprising a 75-percent interest. |' 
McLaughlin Motor Car Co., Ltd.: 5,000 shares, comprising nearly a 50-percent ' 
. interest. I' 
Michigan Motor Castings Co.: 2,500 shares, comprising a 50-percent interest. 
Welch Motor Car Co.: 2,440 shares, comprising approximately a 97-percent 

interest. 
Oak Park Power Co.: 1,330 shares, comprising nearly a 67-peTcent interest. 

Later in 1909 the sale to Buiclt Motor Co., for $472,500 in cash, 
of tbe W. F, Stewart body plant properties, which had been acquired 
by General Motors in 1908, was authorized; and in 1912 the sale by 
Oak Park Power Co, of all of its property, franchises, etc., to Buick 
Motor Co., in consideration of the Buick Co. assuming and paying 
the indebtedness of the vendor company, was authorized. 

I i ' - ' i Olds Motor Works.—On November 12, 1908, the directors of 
General Motors Co. voted to accept a proposition submitted by 
F. L . Smith, oft'eriiig to sell and assign to General Motors, for a con
sideration of $2,806,823.89, to consist of General Motors common 
stock of $1,152,530 aggregate par value and General Motors preferred 
stock for the balance, the foUowdng: 
152,530 of the 200,000 outstanding shares of capital stock of Olds Motor Works. 
Promissory notes of Olds Motor Works and open-account claims against that 

company amounting in the aggregate, with interest thereon to October 1, 
1908, to $1,044,173.89. 

United St.ates Patents Nos. 886,526 and 886,527 for improvements to carburetors; 
No. 886,528 for motor vehicles; No. 826,461 for motor-vehicle tire; and No. 
509,255 for a two-cycle hydrocarbon engine of the 3-port type; also rights to 
United States patent for •̂ '̂•hioh application had been filed, for a two-cycle, 
two-port hydrocarbon Scavenger engine. 

The accepted proposition a,lso provided that General Motors, at 
an3̂  time and from time to time before December 20, 1908, would 
purchase as many of the remaimng shares of Olds stock as Mr . Smith 
or his appointees might offer, and would pay therefor $5 per share, 
$4 of w-hich was to be paid in General Motors preferred at par and 
$1 in General Motors common at par. The resolution adopted on 
November 12, 1908, authorized the acquisition of all or anj'- number 
of the remaining 47,470 outstanding shares and specified the value 
thereof as equal at least to $5 per share. 

Before the close of January 1909, 29,100 of the remaining Olds 
shares had been acquired, in exchange for General Motors preferred 
of $116,400 aggregate par value and General Motors common of 
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$29,100 a.ggi-egate par value, or at a.n average of $5 per share. Before 
the close of 1909 all of the remaining 18,370 outsta.nding shares w'ere 
acquired. Of the last 3,832 shares to be acquired, 2,205 shares were 
acquired for $14,906.25 in cash, or at an average cost of $6.76 per 
share; and payment of a price not exceeding $12.50 per share for the 
last 1,627 shares was authorized, which would make the considera
tion for the 1,627 shares—assuming that the maximum of $12.50 per 
share was paid—$20,337.50. Assumhig that $5 per share was paid 
for all other shares, the total cost to General M.otors Co., in cash 
and General Motors stock, for all outstanding stock of the Olds 
coinpany was approximately $1,016,000. 

Additional capital stock of the Olds company w'as later acc[uired 
hy General Motors W'hen the outstanding stock was increased, which 
included stock of $2,000,000 aggregate par value acquired in 1910. 

Olds Motor Works was incorporated under the la-vs of Michigan 
May 9, 1899, for a 30-j^ear period, and ŵ as engaged hi motorcar 
manufacturing at Lanshig, Mich, A t the time of its acquisition by 
General Motors Co,, the Olds company o-wned 500 shares of stock of 
Bro-wn-Lipe-Chapin Co,, which i t sold to General Motors in 1910 for 
$50,000 cash, 

Oakland Motor Car Co. of Michigan.—Before the end of June 1909 
General Motors Co. had acquired 18,783 of the 30,000 outstanding 
shares of Oakland Motor Car Co, of Michigan, for ,$200,858 hi cash, 
or at an average cost of about $10.70 per share. The resolution of 
the board of dhectors of General Motors authorizing acquisition of 
the Oaldand shares specified that, after ful l investigation and ap
praisement, the boa.rd. had ascertained, adjudged, and determhied 
the value of the stock as equal at least to $11 per share. 

The remahiing 11,217 outstanding Oakland shares were acquired 
before the exphation of 1909, The exact cost of these acquisitions 
ŵ as not set forth in the I'ecords examined, but the records indicated 
that the cost of acquisition of all outstandhig shares of the Oakland 
Co. totaled between $313,000 and $350,000. The records also mdi
cated that part or all of the 11,217 outstandhig Oaldand shares 
finally acquired w'ere purchased from W. C. Durant, who exchanged 
personaUy o-woed General Motors stock for some of the shares, the 
company not being in a position to hand over any of its own stock; 
and that, although Mr . Durant had acquired some of tbe shares at a 
cost, in par value of General Motors stock exchanged, exceeding $10 
per share, he had sold such shares to General Motors at a price of $10 
per share. 

The above does not take into consideration stock of the Oakland 
Co, later issued and acquired by General Motors Co, 

Oakland Motor Co. of Michigan was incorporated under the laws 
of Michigan August 28, 1907, for a 30-year period, and was engaged 
in tbe manufacture and sale of motor vehicles, -with works located at 
Pontiac. 

Cadillac Motor Car Co.—All of the outstanding stock of CadiUac 
Motor Car Co., consistmg of 15,000 shares of the par value of $100 
each, were acquired by General Motors Co. at a cost of $5,669,250. 
The total paid consisted of $500,050 in cash and 51,692 shares of 
General Motors preferred stock of $5,169,200 aggregate par value. 
Contract for purchase of this stock, dated 3v\ly 1, 1909, was entered 
into by Buick Motor Co., then a subsidiarjr of General Motors, the 
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parent company not being m. a position at the time to make the re
qiured payments. The considerations above set forth were paid in 
reimbursement of Buick Motor Co, and Cadillac Motor Car Co. for 
advancements made to make possible consummation of the contract 
of purchase. 

The resolution authorizing acquisition of the stock of Cadillac 
Motor Car Co. specified that the directors, after carefid investigation 
a,nd appraisement, had ascertained, adjudged, and determined that 
the value of the outstanding shares wa.s equal at least to $5,669,250. 
I t was estimated that the net earnings of the Cadillac Co. for 1910 
would total approximately $3,000,000, 

Cadillac Motor Car Co. was incorporated in Michigan October 27, 
1905, for a 30-3''ear period, and was engaged in motorcar manufactur
ing at Detroit. I t owned 700 shares of stock of Brow-n-Lipe-Chapin 
Co., W'hich i t sold to General Motors Co. in 1910 for $70,000, payable 
hi General Motors common at par. 

Reliance Motor Truck Co.—Acquisition of as many of the outstand
ing shares of Reliance Motor Truck Co, as might be available at 
prices not exceeding $10 per share, this price also to apply to such 
unissued stock as might thereafter be issued and acquired, was au
thorized by the directors of General Motors Co. on February 23, 
1909. Regarding this eompanj'', which was a iVlicliigan corporation 
engaged in the manufactm-e of motortrucks at Owosso, Mich., W. C. 
Durant, wdio helped investigate the condition, products, and pros
pects of the Reliance Co., advised the directors— 

that the total authorized capital of said Reliance Motor Truck Co. is 8250,000, 
divided into 25,000 shares of the par value of $10 each of which $140,000 is out
standing, the balance of $110,000 being in the treasury of the company; that it 
or its predecessor had been in business of manufacturing motortrucks for 6 or 
7 years, and that its current bills are its only indebtedness; that after making 
ample reduction and allowances to the cost price of its machines, jigs, tools, and 
for experimental work, its assets, including equity in buildings, but exclusive of 
goodwill, are equal to the par value of its outstanding capital stock. 

Mr. Durant particularly caUed the attention of the board to the advantages 
he believed would be derived to this company should it acquire a controUing in
terest in the stock of the Reliance Motor Truck Co., and the wide opportunities 
thereby ofFered to this company to buUd up a considerable market for trucks and 
commercial vehicles to be manufactured and sold under the name of "Reliance," 
which alreadj' had a high reputation in the trade; he also advised that he had 
ascertained that nearly if not all of the outstanding stock of said company could 
be acquired by this company at a price not to exceed $11 per share and that all 
or any part of the treasury stock could bc acquired at par. 

I n October 1910 General Motors held 98K percent of the 48,120 
$10-par shares of the Reliance Co, outstanding at that time, 34,120 
new shares having been issued since acquisition of the stock of the 
.company w'as first authorized. The records examhied only showed 
10,504M shares as liaviug been acciuired at the par value of $10 per 
share and 1,333K shares as having been acquired at a cost of $9 per 
share. Assuming that the other outstandhig shares were acquired 
at the par value of $10 per share, the cost to General Motors of its 
98}5-perceiit interest was approximately $480,000. 

The properties of the Reliance Co., together with those of Rapid 
Motor Vehicle Co,, w êre sold to General Motors Truck Co. hi 1911, 
which latter company became practicallj'- the successor to the two 
vendor companies. 

Rapid Motor Vehicle Co.—All of the outstandhig shares of this 
company were acquhed by General Motors Co. in 1909 and 1910. 
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The first acquisition, in 1909, of 20,000 shares of $200,000 aggregate 
par value, representing a 40-percent interest, were purchased for 
$250,000 in cash. At that time Rapid Motor Vehicle Co. was described 
by an officer of General Motors as—• 
engaged in the manufacture of motor trucks, and one of the largeist producers of 
commercial vehicles; that said company was originally capitalized at $250,000 
divided into 25,000 shares of the par value of 10 each, paying large dividends 
and had a considerable surplus, and had recently increased its capital to $500,000 
for the purpose of extending its business * * *. 

The dhectors of General Motors Co. were advised by the chahman 
of the company's executive committee in 1910 that the book value 
of the stock of Rapid Motor Vehicle Co. was approximately $15 per 
share. The remaining 30,000 outstanding shares were acquhed before 
the close of that year, and while the records examined did not show 
the total consideration paid, they showed 14,893 shares as acquhed 
at various prices not exceeding $14 per share, and that $15 per share 
ŵ as authorized as the maximum to be paid, in cash or General Motors 
stock, for the remaining 15,107 shares. I t appears, therefore, that 
the cost to General Motors Co. for all outstanding shares of this 
subsidiary was close to $685,000. 

At about the time of the acquisition of Rapid Motor Vehicle Co., 
General Motors Co. also acquhed about 90 percent of the outstanding 
stock of the Cartercar Co.; and it ŵ as stated, at a meeting of the 
dhectors of General Motors held October 26, 1909, that the product 
of the Cartercar plant, which was located in Pontiac close to the 
plant of Rapid Motor Vehicle Co., was readily adaptable for use for 
light trucks or light commercial vehicles, and that the management 
of the Rapid Motor Vehicle Co. contemplated using the Cartercar 
chassis for such purposes. 

As already stated in the discussion of Reliance Motor Truck Co., 
the properties of Reliance and Rapid Motor Vehicle were taken over 
in 1911 by the newly formed General Motors Truck Co. 

The Cartercar Co.—Acquisition of all, or as many as might be 
obtainable, of the 25,772 outstandhig shares of common stock of the 
Cartercar Co., and payment therefor of a price not exceeding $5.56 per 
share, in cash, in General Motors preferred, or in both cash and General 
Motors preferred, ŵ as authorized by the dhectors of General Motors 
Co. on October 26, 1909. The resolution adopted specified that, 
after careful investigation and appra.isement, the board had ascer
tained, adjudged, and determined the value of such shares as equal 
to at least $5.56 each. 

The minutes of the dhectors' meeting held October 26, 1909, also 
set forth that the Cartercar Co., which was incorporated in Michigan 
September 26, 1905, for a 30-year period, was engaged in the manu
facture of the automobile Imown as the Cartercar, and that its plant 
was located at Pontiac, in close proximity to the plant of Rapid Motor 
Vehicle Co., in which latter concem General Motors already was 
largely interested. They also set forth statements of the chairman 
of the executive committee of General Motors, that— 
the Cartercar is friction driven and of simple and comparatively economical 
construction and that its product can readily be adapted for use as light trucks 
or light commercial vehicles, and that the management of the Rapid Co. con
templated using the Cartercar chassis for such purposes; that the Cartercar Co. 
has an authorized capital of $350,000, divided into $50,000 of 7 iierceirt preferred 
stock and $300,000 of common stock, t^ie par value of each share being $10, all 
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of such preferred stock and $257,720 of common stock being outstanding. * * '-^ 1 
that it was incorporated in 1905 and made its first shipments in 1906; has sold 
to date more than 1,000 cars, and is preparing for an output of 2,000 cars in 1910, 
which it is confidently expected -vrill realize a profit to the company of over $200,000 
and that after making due allowances for depreciation, etc., the present book 
value of its common stock is about $8.80 per share; that believing it would be 
for the best interests of this company to acquire the -whole of or at least a con
trolling interest in the common stock of said Cartercar Co., the executive officers :) 
of this company had already secured options for the purchase of about 90 percent : 
of the same from the several owners thereof at prices to be paid therefor not \: 
exceeding in any case $5.56 per share, the purchase price therefor to be paid in 
some instances in cash, in other instances in preferred stock of this company, 
SLTid in certain instances partly in cash and partly in preferred stock, all of such 
options, running in the name of W, L. P. Althouse, who acted for this company ' ''• 
in securing same. : 

The Cartercar Co. was acquhed, and whhe the amount of considera
tion paid was not shown in the company's records examined, at $5.56 
per share the 25,772 shares of common outstanding would have cost | 
General Motors a total of approximately $143,000. In 1910 the ; 
Cartercar Co. issued 30,000 additional shares, and the dhectors of 
General Motors Co. authorized the acquisition of newdy issued shares j 
at the par value of $10 per share. As of September 30, 1910, General ! 
Motors owned all but 500 of the outstanding shares of the Cartercar ! 
Co. _ _ i 

In 1915 the directors of General Motors approved and ratified the ! 
sale, for $44,000, of the parts business which formerly was part of the | 
Cartercar operations; and in 1916 consent of General Motors to the I 
foi-mal dissolution of the Cartercar Co. was voted. I 

According to Arthur Pound's story of General Motors, the Carter- j 
car Co. was acquhed when selective transmission and friction drive | 
were in rivalry and when the Carter patents on friction drive appeared 
of possible value, but the rapid improvements in gear shifting that 
foUowed resulted in friction drive losing the chance of popularity.* 

Elmore Manufacturing Co.—The enth-e outstanding stock of this 
company, comprising 6,000 shares of $600,000 aggregate par value, 
was acquhed by General Motors Co. in 1909 ia exchange for General 
Motors preferred stock of $600,000 par value. The resolution of the 
directors authorizhig the purchase specified that after careful investi
gation and appraisement the board had ascertained, adjudged, and 
determined the value of the Elmore stock as equal at least to $100 
per share. Elmore Manufacturing Co. was incorporated under the 
laws of Ohio October 20, 1909, and was engaged in motor-car manu
facturing at Clyde, Ohio. 

In 1916 the Clyde plant was sold to outside interests for $50,000, 
and the directors of General Motors voted hi favor of the dissolution 
of the Elmore Co. 

In Arthur Pound's book on General Motors, i t is stated that when 
the Elmore Co. was purchased it was thought that the company, had 
basic patents on a two-cycle engine that might prove valuable, and 
that, while the two-cylinder two-cycle car manufactured by Elmore 
was considered at the time thoroughly creditable, the expectations 
did not materialize and within a 5-year period the value of General 
Motors' investment in the Ehnore Co. shrunk from $600,000 to $6,000, 
but that the plant fmally sold for $50,000.̂  

' The Turning Wheel, pp. 121-122,137. 
» The Turning W'heel, pp. 121, 134, 48.i. 
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Ewing Automobile Co.—All of the oustanding preferred stock of 
$50,000 aggregate par value, and $74,250 of the $100,000 of outstand
hig common stock of Ewing Automobile Co. were acquired by General 
Motors in 1909 for a total consideration of $63,150, consisting of 
General Motors preferred of $51,100 par vaiue and $12,050 in cash. 
Ewing Automobile Co. had a plant and factory at Geneva, Ohio. 

This was another investment, according to Henry Pound's story of 
General Motors, that w-as wudtten down to $1 in 1911.** 

Marquette Motor Co., Rainier Motor Car Co.—All of the 3,000 out
standhig shares of this company were acquired hy General Motors Co. 
in 1909. I n the story of General Motors written by xirthiir Pound i t is 
stated that Marquette Motor Co. was hicorporated in Miciiigan in 
1909, with $300,000 of authorized capital stock, to take over the 
assets of Rahiier Motor Car Co., which had been manufacturing the 
big high-priced Rahiier car in its plant at Saginaw, Mich., a.nd, after 
failing in 1908, had been bought in by its president, J. T. Rahiier, 
who in turn sold the company to General Motors; that the plan was to 
use the Rainier plant for production of a light Marquette car; and that 
both Rainier and Marquette later w ênt first to Peninsular Motor 
Co., another wholly owned subsidiary of General Motors, and finally 
to Chevrolet.^ 

Wlule the initial capitalization of Marquette Motor Co, called for 
3,000 shares of $300,000 aggregate par value, aU of which was issued, 
the minutes of General Motors dhectors' meetings showed that for 
1,250 of the shares at least, which comprised the minority interest. 
General Motors paid $54.80 per share in excess of the par value, or a 
total of $193,500 as consideration for the 1,250 shares; also that before 
the close of 1910 General Motors acquhed 4,930 additional newly 
issued $100-par shares of the Marquette Co. at the par value. Bal
ance sheet of General Motors Co. for September 30, 1910, showed a 
total of $861,196.89 as invested in Mai-quette Motor Co. Assuming 
this investment as all applying to capital stock, and deducting the 
considerations totaling $686,500 here set forth as paid for 6,180 shares, 
leaves $174,696,89 applying to the 1,750 shares first acquired. 

Randolph Moior Car Co.—In 1910 General Motors acquhed $299,400 
of tbe $399,400 of outstanding capital stock of Randolph Motor Car 
Co., at the par value, in exchange for General Motors preferred stock. 
The remaining 1,000 $100-pa.r-value shares outstanding were acquired 
by General Motors in 1912, for the siun of $3,500, from the holder 
who had threatened suit against General Motors on the ground that 
General Motors bad wrecked the business of the Randolijli Co. after 
taking over its management, and on the further groimd that General 
Motors had given him defective cars. Together wdth the 1,000 shares 
of Randolph stock. General Motors received a fuU release from all 
claims to December 20, 1911, At the same time, the vendor from 
whom the 1,000 Randolph shares were acquired purchased, for the 
sum of $6,700, the tangible assets and goodwill of the Randolph Co,, 
and the merchandise, material, and supplies, tools, jigs, etc, excluding 
machines, on the premises used by the Randolph Co. and which had 
been known as the Ewing taxicab propertj'', 

Randolph Alotor Car Co. was engaged in the manufacture of com
mercial vehicles. 

5 The Turning Wheel, p. 123. 
' The Turning Wheel, pp. 123, 137. 



REPORT ON MOTOR VEHICLE INDUSTRT 453 
Welch Motor Car Co.—General Motors Co. acquired 2,440 of the 

2,500 outstanding shares of this company from Buick Motor Co. in 
1910, The acquired shares had an aggxegate par value of $244,000 
and represented a 97,6 percent interest. General Motors valued its 
investment in Welch Motor Car Co. at $303,487.63 as at September 
30, 1910. 

I n 1913 the directors of General Motors approved the sale of the 
property of Welch Motor Car Co, to Northw-ay Motor & Manufactur
ing Co., another subsidiary of General Motors, to be followed by 
dissolution of the Welch Co. 

Regardhig the Welch venture, Mr . Pound states hi his comment 
on the organization of General Motors: ® 

The Welch brothers, both noted engineers, had developed a large and heavy car 
of advanced design, which was expected to take place as the price-leader of General 
Motors. But Fred Welch, the driving force in the enterprise, was drowned in 
Lake St, Clair, and without him the operation languished to the jjoint where i t 
had to be cut adrift. 

Acquisition of W. F. Stewart body plant.—This property, which 
comprised a la.rge modern factory budding at Flint, Mich., constructed 
and designed for the manufacture of vehicle bodies, was acquired by 
General Motors Co. in 1908, in exchange for 1,600 shares of General 
Motors preferred stock of $16,000 aggregate par value and 800 shares 
of General Motors common stock of $80,000 aggregate par value. 
The acquired properties later w êre sold to Buick Motor Co. 

TJte Heany Co. and allied companies, viz, the Heany Lamp Co., 
the Heany Electric Co., and the Tipless Lamp Co,—In 1910 General 
Motors Co, acquired the following shares of capital stock of the 
Heany Co. and allied companies for a total consideration of $8,306,500, 
consisting of 8,290 shares of General Motors preferred stock of $829,000 
par value and 74,775 shares of General Motors common stock of 
$7,477,500 par value: 
17,090 shares of common and 4,025 shares of preferred of the Heany Co. 
3,708 shares of common and 750 shares of preferred of the Heany Lamp Co, 
650 shares of common of the Heanj'" Electric Co, 
750 shares of capital stock of the Tipless Lamp Co,. 

Public-source information shows the Heany Co,, incorporated in 
Maine September 28, 1908, as havmg outstanding on April 1, 1910, 
27,264 shares of common and 6,325 shares of preferred, each of the 
shares having a par value of $100; and, hi its capacity of holding com-
panj^, as controUhig thi-ough stock ownerslup the Heany Lamp Co,, 
engaged in the manufactm-e of incandescent electric lamps; and the 
Heany Fireproof Wire Co., engaged in the manufacture of asbestos-
covered magnet whe.' I t also was stated that at the thne General 
Motors acquired the above-mentioned stock hiterests the Heany 
interests claimed jiatent rights to the modern tungsten filament 
electric light, but that unfortimately for General Motors the patent 
claims were not sustained by the Patent Office, and tha.t the Heany 
plant at York, Pa., was of small value compai-ed with the prospective 
value of the claimed Heany patent rights had they been sustained in 
the General Electric suit relative thereto.'" 

At the same meeting of General Motors directors wdien the above 
stock acquisitions w êre authorized, the acqiusition of as many as 

' The Turning Wheel, p. 122. 
• Moody's Manual, 1910. 
" The Turning Wheel, by Henry Pound, pp. 124, 1.36. 
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possible of the remaining shares of the Heany Co. and the Heany 
Lamp Co., at prices not exceeding $100 per share for preferred and 
not exceeding $300 per share for common, was authoiized. A fe-w 
months later 602 shares of conmioii and 400 shares of preferred of the 
Heany Lamp Co. were reported as accpiired for a total consideration, 
of $35,000 in cash a.nd notes, which averaged per share about one-sixth 
of the maximum authorized to be paid in the earlier resolution. At-
the beginning of 1911, 80 percent of the outstandhig stock of the 
Heany Co. was held by General Motors, and in May of that year a 
report of an official of General Motors to the directors— 
indicated that it would have been wiser not to have acquired any interest in these 
companies in the first place; that the condition of the plants as a,t present operated 
could not be made profitable; and that it seemed desirable to dispose of the same 
as promptly and expeditiously as possible, 

A committee, appointed hi May 1911, to negotiate for the sale of the 
Heany companies, reported a month later that it had been unsuccessful 
in negotiating a sale to General Electric Co. I t appears, however, 
that the sale of General Motors interests in the electric-light business 
finaUy was effected. Mr. Pound, in his story of the company, states 
that $1,205,000 in cash and securities was received from General 
Electric for these interests. Mr, Pound commented further upon the 
Heany venture as follows: " 

The Heany fiasco cost Gener.al Motors enormously, estimates running from 
$5,000,000 to $12,000,000, Its denouement, marked the withdrawal of Mr. Durant 
from the chairmanship of the finance committee on November I I , 1911, wdien he 
was succeeded by Mr. Storrow. Mr. Durant, although remaining on the board, 
was now entirely divorced from the management and devoted his energies to 
founding Chevrolet, on which he again rode into power 4 years later. 

Having disposed of the Heany electric-light interests, the directors 
of General Motors, m May 1912, adopted resolutions providing for 
reorganization of the Heany Co. under name of Independent La.m.p & 
Wire Co., or such other name as might be selected. The reorganiza
tion apparently was effected, later records showdng General Motors 
Corporation, after it had taken over the assets of General Motors Co., 
as ha-ving an hivestment of approximately $254,000 in Independent 
Lamp & Wire Co, 

The affairs of the Heany Lamp Co,, the Heany Electric Co., and 
the Tipless Lamp Co. were wound up, and dissolution of these com
panies was consented to by General Motors in September 1916. 

The McLaughlin Motor Car Co., Ltd.—The 5,000 shares of capital 
stock of this company included with the assets of General Motors Co. 
taken over by General Motors Corporation in 1917 were acquired by 
General Motors Co., together with, certain shares of stock of other 
companies, from its subsidiary, Buick Motor Co., in 1910. In June 
of that year the chairman of the board of directors of General Motors 
called the board's attention— 
to the McLaughlin Motor Car Co. (a Canadian corporation), having an author
ized capital of $1,200,000, divided into 12,000 shares of the par value of $100 each, 
which company is engaged in the assembling, seUing, and distributing of the Me-
Laughlin-Buick car in the Dominion of Canada. He also advised the Board that 
said company was organized through the cooperation of the Buick Motor Co. and 
the McLaughlin Carriage Co. of Oshawa, Ontario, Canada, .some years agp, 
and that the Buick Motor Co. is now the owner of 5,000 shares of the capital 
stock. * * * _. . 

1 The Turning Wheel, pp. 138, 196. 
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As of September 30, 1910, General Motors valued its hivestment in 
the McLaughlin Motor Car Co. at $655,157.62. 

The McLaughlin Motor Car Co., Ltd . , wa.s incorporated in the 
Province of Ontario November 20, 1907; and, according to Henry 
Pound's story of General Motors, i t thereupon made a 15-year con
tract with Buick Motor Co. for the sole manufacturing rights of Buick 
in Canada ancl proceeded with, the manufacture of the McLaughlin-
Buick car.'-

Oeneral Motors Truck Co.—This company was incorporated under 
the law ŝ of Michigan July 22, 1911, for a 30-year period, as a wholly 
ow^ned subsidiary of General Motors Co., a,nd engaged in the manu
facture of motorcars at Pontiac, I t became practically a successor to 
Rapid Motor Vehicle Co. and Reliance Motor Truck Co. by purchase 
of the assets of these two former subsidiaries of General Motors. 

Other acquisitions by General Motors Co.—There foUow's a statement 
of other acquisitions by General Motors Co., the New Jersey cor
poration, in addition to those just pre-\dously discussed. 

Miscellaneous other acquisitions by General Motors Co., 1908-17 

Acquisitions Year 

Consideration 

Exchange 
of securities Cash Total 

rroperties: 
JetTerson Avenue Deti'oit r^ant^ 
Imperial Wheel Co. plants 

Companies making motors, transmission, gears, etc.: 
Northway Motor & Manufactming CoX 
Michigan Auto Parts Co... 
Michigan Motor C.astings Cof. 
Jackson-Ghurch--̂ Vilco.'v5< 
Saeger Engine W^orks.l/-
Brown-Lipe-Ch'ipin Co. _. 

Companies makmg axles, riius, spark plugs, etc.: 
Champion Ignition Co-*̂  
Weston-Mott CoJ/- ^ 
Novelty Incandescent Lamp Coj^l 
Dow Rim Co'.'. 

other motorcar companies: Peninsular Motor Co.,' sold to 
•Chevrolet 

other companies^ Oak Park Power Co 

1909 
1916 

1909 
1909 
1910 
1910 
1909 
1910 

1910 
1909 
1910 
1909 

$74, 675 

1,481,000 
65, 000 
28, 800 

ff 

$130, 000 
80, 000 

137,400 
76, 737 

146. 345 
373, 764 
147, 780 
333, 300 

lOS, 637 
1, 473, 000 

10, 000 
41, 200 

(̂ ) 

$130, 000 
SO, 000 

212, 075 
70, 737 

146,345 
373, 764 
147, 7S0 
333, 300 

108, 537 
2, 954, 000 

75,000 
70,000 

99, 704 
ff 

Total. 1,649,476 3, 058,063 4,807,242: 

' Organized from Rainier, Marquette, Welch, Detroit properties, 
' Not known. 

SECTION 4, ORGANIZATION OF G:ENERAL MOTORS CORPORATION 

(DELAWARE) AND ACQUISITION BY T H A T CORPORATION OF THE 

CAPITAL STOCK AND ASSETS OF GENERAL MOTORS CO. (NB-^'' 

JERSEY). 

General Motors Corporation was incoi-porated on October 13, 
1916, in Delaw'are, to acquire all of the outstanding capital stock of 
General Motors Co., New Jersey. The organization of this company 
followed closely the alliance betw-een WiUiam C. Dmant and the 
du Pont interests and their obtaining control of General Motors Co. 

At the first meeting of the board of dh-ectors of General Motors Cor
poration held October 19, 1916, the dh-ectors authorized the acquisi
tion of the outstanding shares of stock of General Motors Co. or as 
much thereof as i t might be possible to obtain, up to and including: 

" The Tuming Wheel, p. 236. 
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January 15, 1917, and to exchange therefor up to 200,000 shares of 
preferred stock and up to 826,000 shares of common stock. The basis 
of exchange w'as established at one and one-third shares of new pre
ferred for one share of the old preferred and five shares of the new 
common for one share of the old common stock, and cash to be pa.id in 
lieu of the issuance of fractional shares at the rate of $100 per share for 
the new preferred and $150 per share for the iiew^ common stock. The 
exchange was effective as of November 1, 1916, and the number of 
shares of new stock specified as the aggregate maximum stock ex
changed comprised all of the authorized capital of the new companj'. 
The records of the corporation show that $102,223,500 in par value of 
common and preferred stock was issued in acquiring the capital stock 
of the New- Jersey company. 

Under date of November 20, 1916, General Motors Corporation 
made application to the New York Stock Exchange for listing of the 
common and preferred stocks. This statement recited that the condi
tion of the properties of Geiieial Motors Co. of New Jersey was as 
foUoW'S: 

Reference is made to a previous application, especiaUy A-4475, and to its annual 
reports to stockholders (especially that for the fiiscal year ending July 31, 1016), 
subject to -ft'hich there has been no substantial change in the condition of its 
properties. 

The net worth of the outstanding capital stock of the New Jersey 
company as of July 31, 1916, consisted of preferred stock, $14,985,200; 
common stock, $16,511,783; undistributed surplus, $36,995,597; or a 
total of $68,492,580. Comparing the total consideration of $102,-
223,500 par value of stock exchanged for the capital stock of the New 
Jersey company, it is concluded that the stockholders received an 
excess over net worth of their stocks amounting to $33,731,000. In 
view of the fact that the stocklioldei-s of the old corporation became the 
stockholders of the new corporation in the same proportion, the sum of 
$33,731,000 is nothing more than an overstatement of net worth. The 
Commission's accountants ŵ ere unable to obtain a stateinent of the 
assets and liabilities of General Motors Co., New Jersey, as of Novem
ber 1, 1916; therefore the statement of July 31, 1916, was used in de
termining the overstatement of net worth. 

A stateinent of the assets and liabilities of General Motors Co., 
New Jersey, as of July 31, 1916, foUow's: 

ASSETS 

Fixed assets: Real estate, plants, and equipment S24, 3̂ 17, 500. 14 
Patents, agreements, etc 355, 800, 00 
Miscellaneous investments: 

Bro-w'n-Lijie-Chapin Co. capital stock $333, 300. 00 
Novelty Incandescent Lamp Co, capital 

stock 15, 050. 00 
Miscellaneous securities 10, 078, 50 

358, 428, 50 
Current and working assets: 

Cash in banks and on hand 22, 476, 574, 86 
Marketable securities 286, 000. 00 
Notes receivable 102, 829, 46 
Accounts receivable 5, 526, 803. 74 
Inventories at cost or less 25, 100, 349, 97 

Total 53, 492, 558. 03 
Deferred expenses 389, 630. 14 



REPORT ON MOTOR VEHICLE INDUSTRT 457 

ASSETS—continued 

Good-nill, representing excess of appraised value over book value 

of capital stocks of subsidiarj' companies ov/ned, less reserve $7, 934, 198. 14, 

Total 86,878,114.95 

LIABILITIES 
Capital stock: 

Preferred issued $18, 038, 400, 00 
Less, in treasurj"-' of General Motors 

Co 3, 053, 200. 00 
• 14, 985, 200. 00 

Common issued 19, 874, 030. 00 
Less, in treasury • of General Motors 

Co 3, 362, 246. 95 
16,511,783,05 

Total 31, 496, 983. 05 
Outstanding capital stock (par value) and surplus of subsidiary-

companies, being the portion not owned by General Motors 
Co.: 

Capital stock 8540,500,00 i.' lfjj 
Surplus 687,958.19 .l].m\ 

1, 228, 458. 19 ' " 
Current liabilities: 

Accounts payable 7, 264, 443. 70 
Pay rolls accrued, not due 880, 756. 92 
T.axes accrued, not due 1, 025, 386. 10 
Sundry items accrued, not due 784, 689. 05 

9, 955, 275. 77 
Proportion of preferred dividend payable Nov. 1, 1916 262, 241, 00 
Reserves: 

For depreciation of plants and equipment- $5, 981, 095, 44 
For sundry contingencies 958, 464, 14 

6, 939, 559. 58 
Surplus 36, 995, 597 36 

Total 86, 878, 114. 95 
1 Not exchangeable for stock of General Motors Corporation. 

Pm-suant to the offer to exchange the ne-vv company's capital stock 
for the capital stock of the old company, the new company acquhed 
all of the outstandhig stock of the old company. Under date of July 
23, 1917, the board of directors approved a resolution requesting the 
New Jersey company to transfer to the corporation all of the assets 
in consideration of the corporation assmning its liabUities and that the 
old company should be dissolved. Prior to this action, or on June 21, 
1917, the directors of the corporation approved the surrender for can
celation of 146,103 shares of the New Jersey company's preferred stock, 
for the sum of $14,865,980,25, or at the average price of $101.75 per 
share, and voted to loan the old company the enthe surii in retm-n 
for its demand note in the latter a.mourit'. 

The Genera,! Motors Corporation took over the assets and business 
of the old company as of August 1, 1917, and the old company was 
fortliwdth dissolved. I n ta.king over the assets of the old coinpany, fji 
the neŵ  company revalued these assets and caused them to equal the ||| 
aggregate of the pa,r value' of the stock issued in exchange for the 
capital stock of the old company. The overstatement of net worth 
previously determined in the amoimt of $33,731,000 was, therefore, 
reflected in tbe asset values set up by the new corporation and wil l 

1712.3,3—39 31 
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be considered an overstatement of values when determining the sound 
investment employed in the business by General Motors Corporation. 

Financial statement of General Motors Corporation after taking over 
the properties and assets of General Motors Co.—There follows hereafter 
a statement of the assets and liabUities of General Motors Corporation 
after taking over and recording the assets of General Motors Co. (New 
Jersey). The total of common stock shown on this statement differs 
from the amount previously referred to in this report and is less by 
the sum of $4,685,500. This difference was caused by the fact that 
the New Jersey company owned $4,685,500 par value of the corpora
tion's common stock, and this stock has been deducted from the total 
issued in determining the amount outstanding after takmg over the 
assets of the New Jersey company. The same condition existed with 
regard to the preferred stock in the sum of $11,300 par value. 

Statement of assets and liabilities of General Motors Corporation as of Aug. 1, 1917 

ASSETS 
Amount 

Current a.ssets - S4, 752, 562 
Investments: 

Manufacturing divisions 45, 943, 017 
Allied companies 2, 353, 884 
Real estate, plant and equipment 36, 386, 209 
Other - 1, 185, 063 

Prepaid expenses 7, 328 
Goodwill 11,697,503 

Total 102, 325, 566 

LIABILITIES 
Accounts payable 677, 374 
Accrued liabilities 4, 368, 321 
Reserves: 

Depreciation-_- 34,708 
Notes and accounts receivable 13, 547 
Sundry contingencies 24, 000 

Common .stock 77, 873, 300 
Preferred stock 19, 653, 400 
Surplus- '319,084 

102, 325, 566 
Deficit. 

SECTION 5. PRINCIPAL ACQUISITIONS OF CAPITAL STOCKS AND PROP
ERTIES OF NONAFFILIATED COMPANIES AND REORGANIZATION OF 
THESE BY GENERAL MOTORS CORPORATION, 1917-37 

Introductory.—General Motors Corporation, and its predecessor from 
its very beghming, have been most active in the acquisition of numer
ous motor-vehicle and motor-vehicle parts and a.ccessories producing 
companies, as well as companies making products not dhectly allied 
with motor vehicles. Except with regard to Chevrolet Motor Co., of 
Delaware, the assets of which were acquh-ed in 1918, the lines of motor 
vehicles now in active production and sale were acquired soon after 
the formation of General Motors Co. in 1909. 

As indicated in the previous discussion of acquisitions. General 
Motors acquired the plants of numerous former motorcar manufac
turers, and i t is common knowledge that- except for the lines herein
after enumerated, the manufacture of the line of cars that had been 
produced by these plants was suspended either prior to or soon after 
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acquisition by General Motors. Following the earlier years of frenzied 
acquisitions, the expansion of General Motors in the motor-vehicle 
field came from development and expansion of the Buick, Olds, CadU
lac, Oaldand, Chevrolet, and General Motors Truck lines of motor 
vehicles, rather than through the acquiring and development of other 
established lines. Another source of growth came through the great 
activity of acquiring the capital stocks and properties of nonafiUiated 
companies engaged particiUarly in the manufacture of various parts 
and accessories going to make up the complete automobUe, as well as 
a long line of other products. 

The corporation further expanded its business through entrance 
into the foreign market. I t acquhed two important foreign motor-
vehicle manufacturing compar ies, namely, Vauxhall Motors, Ltd., in 
England, and Adam Opel, A. G., in Germany. The corporation fur
ther expanded by branching out into certain new domestic fields, in
cluding the manufacture of automatic refrigerators, Diesel engines, 
gas-electric motor raUway cars, gas and Diesel locomotives, and power 
plants, etc. The expansion into these fields involved acquisitions of 
companies already engaged in those lines of manufacture, but the 
facUities have been greatly increased since acquisition. In addition, \ i \ 
the corporation acquhed important interests in other companies, such ! | 
as YeUow Truck & Coach Manufacturing Co., Bendix Aviation Cor- jj 
poration, Ethyl Gasoline Corporation, and Kinetic Chemicals, Inc. ij 

Time was not avaUable for the maldng of a complete study of all ;;| 
of the acquisitions of nonaffiliated companies by General Motors Cor- i] i 
poration, but informative data relating to the more important acqui- !: i 
si tions from the formation of the corporation in 1916 to the close of 
the year 1937 were obtahied, and are presented in this section of the 
report. These acquisitions comprised capital stocks of the nonaffili
ated companies in some instances and in other instances they com
prised the companies' properties. In cases of complete acquisition of 
outstandhig stocks, the assets, or at least the operating properties of 
the respective companies, in most instances, were later taken over-;by 
the corporation. The jjroperty acquisitions were in all cases complete 
or entire-interest acqmsitions insofar as the particular properties 
were concerned. Most of the stock acquisitions applied to companies 
which at the outset or ultimately were fully acquired by the corpora
tion, and such acquisitions are classed in the discussion that foUows 
as enthe-interest acquisitions. In the case of companies of wbich 
only portions of the voting stocks were acquired, such acquisitions are 
classed in the discussion as part-interest acquisitions. 

As covered in this report, the important entire-interest acquisitions 
by General Motors Corporation of capital stocks and properties of 
outside companies, after reorganization of Gfeneral Motors 'Co.;had' 
been effected and to the close of year 1937, involved 43 concerns. 
The acquhed interests were as foUows: 
United States: 

AC Spark Plug Co., balance of capital stock. 
Allison Engineering Co,, all capital stock. 
Armstrong Spring Co., certain as.sets, 
Brown-Lipe-Chapin Co., balance of capital stock. 
Chevrolet Motor Co. (Delaware), assets. 
Chevrolet Motor Co, of California, assets. 
Crosley Radio Corporation's Kokomo plant. 
Day Fan Electric Co., all capital stock (or assets). 

If 
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United States—Continued. 
Dayton Metal Products Co. (The), all capital stock. 
Dayton-Wright Airplane Co, (The), certain assets. 
Domestic Engineering Co. (The), all capital stock. 
Electro-Motive Co., all capital stock. 
Fisher Body Corporation, assets. 
Fisher Body Ohio Co,, balance of capital stock. 
Guide Lamp Co., assets and business, 
Harrison R.adiator Corporation, balance of preferred stock and alienated 

interest in earnings. 
Heat Transfer Products Corporation, assets. 
Interstate Motor Car Co. properties. 
Industrial Terminal Corporation's "Saxon" plant. 
International Arms & Fuze Co. plant. 
Janesville Machine Co,, all capital stock. 
Klaxon Co., balance of capital stock. 
Lancaster Steel Products Co., all capital stock. 
Liberty Starter Co., certain assets and patents. 
Martin-Parry Body Corporation properties. 
Michigan Crankshaft Co., all capital stock. 
New Departure Manufacturing Co., balance of capital stock. 
North East Electric Co., assets. 
Packard Electric Co., assets. 
Saginaw Malleable Iron Co., all capital stock, 
Samson Sieve-Grip Tractor Co,, balance of capital stock. 
Scripps-Booth Corporation, balance of capital stock. 
Sunlight Electrical Manufacturing Co., assets. 
United Motors Corporation, assets. 
Warner, T. W., Co.'s plant and inventory. 
Winton Engine Co., all capital stock. 

Canada: 
Chevrolet Motor Co. of Canada, Ltd., all capital stock, 
McKinnon Industries, Ltd, (The), all capital stock. 
McLaughlin Carriage Co., Ltd. (The), all capital stock, 
McLaughlin Motor Car Co., Ltd. (The), balance of capital stock. 

England: Vau.xhall Motors, Ltd., all ordinary shares. 
Germany: Adam Opel, A. G., all outstanding stock. 
Australia: Holdens Motor Body Builders, Ltd., assets. 

The considerations paid for the interests above set forth totaled 
approximatel}'- $310,000,000 and consisted of newly issued General 
Motors Corporation stock with par and stated values aggregating 
$132,546,520, General Motors treasury stock; i . e.. General Motors 
stock reacquhed after its orighial issue, wdth an aggregate valuation 
of $26,435,226, and cash and other cash equivalent totaling $97,-7 
817,646. The total of $310,000,000 also mcludes amoimts added to 
surplus, totaling $53,335,343, representing the difference between the 
par and market values of newly issued General Motors stock given as 
consideration; but i t does not include $30,827,000 of write-up added 
to surplus in connection wdth the acqmsitions; $27,727,000 applying 
to Fisher Body Corporation and $3,100,000 applying to United Motors 
Corporation. 

Of the $310,000,000 total, approximately $54,300,000 applied to 
acquisition of interests in foreign countries, the considerations for 
which consisted of 49,000 $100 par-value shares of General Motors 
newly issued common stock of $6,420,869 market value. General 
Motors' treasury stock valued at $3,000,000, and cash and other cash 
equivalent aggregated $44,922,281. 

On the books of the corporation the am.ounts added to goodwdll 
valuation iii connection -with all of the above-described interests 
totaled approximately $76,500,000, a,nd nearly all of the balance of 
approximatelj'- $233,500,000 was added to investments. 
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The part-interest acquisitions of General Motors were as foUows: 
Bendix Aviation Corporation, 25-perccnt interest. 
Doehling Die Casting Co., 40-percent interest. 
General Leather Co,, 50-percent interest. 
Ethyl Gasoline Corporation, 50-percent interest. 
Fokker Aviation Corporation, 40-percent interest. 
General Motors Radio Corporation, 51-percent interest. 
Kinetic Chemicals, Inc., 49-percent interest. 
N.atioiial Bank of Detroit, 50-percent interest. 
North American Aviation, Inc., 8.74-pei-cent interest. 
Yellow Truck & Coach Manufacturing Co., 57-percent interest. 

The considerations paid by General Motors for the above-described 
part-interest acquisitions totaled approximatelj'' $79,500,000. The 
considerations consisted of General Motors' treasurj^ debenture stock, 
valued at $389,000; securities of other companies, valued at nearly 
$7,873,000; assets of General Motors Truck Co., valued at approxi
mately $10,811,000; and cash and other cash equivalent to the total 
amount of approximately $60,500,000. 

General Motors Co. assets.—At the time General Motors Corpora
tion acquired the outsta.nding common stock of General Motors Co., 
the assets of the latter consisted largety of eqiuties in subsidiary com-
pa.nies and it was specifically stated that the predecessor coinpany at 
that time did not directly own or operate any manufacturing plants 
and that its interests therein were represented by owmership of securi
ties of other companies. The securities o-wned by General Motors 
Co. hicluded all of the outstanding capital stocks of the following com
panies: 

General Motors Co, of Michigan, 
Buick Motor Co, 
Cadillac Motor Car Co. 
The Cartercar Co. 
Olds Motor Works. 
Oakland Motor Car Co. 
Northwaj' Motor & Man.ufacturing Co. 
General Motors Truck Co. 
Elmore Manufacturing Co. 
Weston-Mott Co, 
Jackson-Church-Wilcox Co. 
General Motors Export Co. 
General Motors (Europe), Ltd. 

In addition to the foregoing, General Motors Co, owned stocks in 
other companies, as follows: 

Champion Ignition Co, (75-percent interest). 
The McLaughlin Motor Car Co., Ltd, (slightly less than a 60-percent interest). 
Brown-Lipe-Chapin Co. (22.22-percent interest). 
Independent Lamp & AVire Co. 
Novelty Incandescent Lamp Co. 

In preceding discussion of the capita.l stock and property acquisi
tions of General Motors Co., more detail regarding the foregoing com
panies is presented, includmg discussion relathig_ to the transfer, as at 
the close of the year 1916, of the manufacturiag operations of the 
wholty owned subsidiaries to "di-sdsions" of General Motors Co.; 
dissolution of the old compames, except Cadillac, and the formation, 
as of January 2, 1917, of new selling companies with the same names as 
those of the old companies, etc. The di-visions and selling companies 
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so formed, which were taken over by General Motors Corporation on 
August 1, 1917, comprised the foUowdng: 
Divisions: 

Buick Motor Co. Division. 
Cadillac Motor Car Co. Division. 
Oakland Motor Car Co, Division. 
Olds Motor Works Co. Division. 
General Motors Truck Co. Division. 
Weston-Mott Co. Division. 
Northway Motor & Mfg, Co, Division. 
Jackson-Church-Wilcox Co. Division. 

Selling Companies: 
Buick Motor Co. 
Cadillac Motor Car Co. 
Oakland Motor Car Co. 
Olds Motor Works Co. 
General Motors Truck Co. 
Jackson-Church-Wilcox Co. 

The assets taken over also hicluded the outstanding capital stocks 
of Northway Motor & Manufacturing Co. and Weston-Mott Co., 
formed for the purpose of preserving the names of the old companies, 
and they hicluded interests in other companies not wholly o\vned or not 
made divisions of General Motors Co. 

The motorcar manufacturing divisions above listed, except General 
Motors Truck Division, were stUl being operated as divisions of Gen
eral Motors Corporation at the close of the period covered by this re
port, the former Oakland Motor Car Division having since been re
named Pontiac Motor Division, General Motors Truck Co. Divi
sion and General Motors Truck Co. were merged with the nonaffiliated 
YeUow Cab Manufacturing Co. in 1925 to form Yellow Truck & 
Coach Manufacturing Co. Weston-Mott Co. Division, Northway 
Motor & Ma.nufacturing Co. Division, and Jackson-Church-Wilcox 
Co. Division were later discontmued as divisions of General Motors 
Corporation ancl such of their activities as were continued were trans
ferred to other divisions of the corporation. 

General Motors Truck Co., as just stated, was merged with Yellow 
Cab Manufacturing Co. The other selling companies taken over 
from General Motors Co. have since been liquidated—General Motors 
Export Co., Buick Motor Co., Cadillac Motor Car Co., Oaldand 
Motor Car Co. (later renamed jPontiac Motor Co.), and Olds Motor 
Works, hi 1936, when sales activities were transferred to General 
Motors Sales Corporation. Jackson-Church-Wilcox Co., Weston-
Mott Co., and Northway Motor & Manufacturing Co. were liquidated 
at some earlier dates. General Motors (Europe), Ltd., was hsted by 
the corporation as a subsidiary of General Motors Export Co. in 1920. 

The remaining outstanding stock of Champion Ignition Co., later 
renamed AC Spark Plug Co,, was acquired hy the corporation in 1929, 
and the manufacturing activities of this company at the close of the 
period covered by this report were being conducted by the AC Spark 
Plug Division of the corporation.̂ ^ 

The remaining outstanding stock of the McLauglUin Motor Car Co., 
Ltd., was acquired hi 1918. Later in 1918 this company was trans
ferred to General Motors of Canada, Ltd., w-hich at that time was, and 
to the close of the period covered by this report continued to be, a 
wholly owned subsidiary of General Motors Corporation. 

I ' See discussion ot AO Spark Plug Co. p. •473. 
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In 1921 Novelty Incandescent Lamp Co. and Independent Lamp & 
Whe Co., part or all of the outstanding stocks of which had been 
acquired by the corporation, sold their assets to General Electric Co., 
and as part of the liquidathig dividends declared by the lamp com
panies General Motors received 2,624 shares of General Electric Co. 
stock. Arrangements for the sale of these General Electric shares 
were approved by the finance committee of the corporation in Jime of 
the same year. 

There follows now a discussion of the principal acquisitions made 
by General Motors Corporation durhig the period from 1917 to the 
end of 1937. Certain of this discussion relates to companies formed 
by General Motors to engage in specified activities, and theh capital 
stocks ŵ ere acquhed by General Motors. Only the larger and more 
important a;cquisitions are discussed in detaU. Other smaller and less 
prominent ones are listed at the end of this section, together with the 
. approximate consideration given therefor. 

The acquisitions discussed iu detaU are: 
Chevrolet Motor Co. (Delaware). 
United Motors Corporation. 
Fisher Body Corporation. 
Samson Sieve-Grip Tractor Co. 
Janesville Machine Co. 
Scripps-Booth Corporation. 
AC Spark Plug Co. 
North East Electric Co. 
Brown-Lipe-Chapin Co. 
Domestic Engineering Co. (The). 
Dayton Metal Products Co. (The), 
Chevrolet Motor Co. of Canada. 
McKennon Industries, Ltd. (The). 
McLaughlin Carriage Co. Ltd. (The). 
McLaughhn Motor Car Co., Ltd. (The). 
Vauxhall Motors, Ltd. 
Adam Opel, A. G. 
Holdens Motor Body Builders, Ltd. 
Yellow Truck & Coach Manufacturing Co, 
General Motors Acceptance Corporation, 
General Exchange Insurance Corporation. 
General Motors Holding Corporation. 
General Motors Parts Corporation. 
General Motors Sales Corporation. 

Acquisition of assets of Chevrolet Moior Co., of Delaware.—Acquisi
tion of the assets of Chevrolet Motor Co., of Delaware, with the excep
tion of 450,000 shares of General Motors Corporation common stock 
owned, hi consideration of the assumption by General Motors Cor
poration of the liabilities of the Chevrolet Co. and payment of 282,684 
sha.res of the corporation's common stock, of $28,268,400̂  aggregate 
par value, was authorized by vote of the corporation's dhectors on 
February 21, 1918. The resolutions adopted also specified that this 
property was necessary for the bushiess of General Motors Corpora
tion and was reasonably worth at least $28,268,400 in excess of the 
liabilities to be assumed; also that, if acqiured, the busmess should be 
conducted as a division of General Motors Corporation, the entire 
output of which would be sold to Chevrolet Alotor Co., of New Jersey, 
a selling concern then a subsidiary of the Delaware coinpany. _ The 
transaction was to be effective as of May 2, 1918. Organization of 
Chevrolet A'lotor Co., of Delaware, in 1915, was sponsored by W. C. 
Durant. 

•i I 
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Records of General Motors Corporation show corporation common 
stock of $28,268,400 aggregate par value as having been issued for 
assets of Chevrolet Motor Co., of Delaware. 

The acc|uired assets were recorded at an aggregate net value of 
$36,333,483.10, wdiich included $6,998,991.06 [for goodwiU. The 
sum of $8,065,083.10 was added to surplus, which amount, according 
to the corporation, apparentlj'- represented the approximate dift'erence 
between the par value and the market value of the 282,684 shares of 
corporation common given as consideration. 

The consolidated balance sheet for Chevrolet Motor Co. and sub
sidiaries as of April 30, 1918, showed values as foUows: 
Assets: 

Receivables (less reserve for bad debts), cash, inventories, 
and deferred items $21, 121, 990, 52 

Security investments (including General Motors Corpora
tion common stock of $45,000,000 par value) 48, 373, 051, 11 

Real estate, plant, etc, (less reserves for depreciation) 7, 013, 839. 55 
Goodwill - 11,953,099.26 

Total , 88,461,980.44 
Liabilities: 

Current and accrued liabilities : 6, 374, 598. 47 
Reserves - 756,442.37 
Net worth: 

Capital stock $64, 109, 800. 00 
Surplus 17, 221, 139. 60 

•— 81, 330, 939, 60 

Total — - 88,461,980.44 
Deducting from the total value of assets, the $45,000,000 of invest

ment in General Motors common plus the current and accrued liabUi
ties and the amount shown for reserves, leaves a net of $36,330,939.60, 
which is equal approximately to the amount recorded by the corpora
tion as the net value of the assets acquhed. 

The assets acquired by General Motors Corporation from Chevrolet 
Motor Co, (Delaw-are) included all of the outstanding stocks of other 
companies, as follows: 
Manufacturing companies: 

Che^Tolet Motor Co. of Michigan, 
Chevrolet Motor Co. of Bay City." 
Toledo Chevrolet Motor Co." 
St, Louis Manufacturing Corporation." 

Assembly companies: 
Chevrolet Motor Co. of New York." 
Chevrolet Motor Co. of Texas." 

Incorporated November 3, 1911, for a 30-vear period. Stock outstanding, .f23.5,100 of preferred and 
$1,.1I8,350 of common. Net worth -April 30, 1918, $8,120,(138.82. Principal business: Manufacture ot auto-
mobileij at Flint, Micb, In addition tc tbe •̂ vholly owned selling companies listed as owned by this com
pany, the company also owned all of tlie outstanding stock of Mason Motor Co., aniountinE in par value 
to .$100,000. 

Incorporated in Michigan April 17, 1916, for a 30-year period. Stock outstanding, $100,000, all common. 
Net worth April 30, 191S, $8.S,770 deflcit. Took over plants ot National Cycle Manufacturing Co, and 
National Motor Truck Co., at Baj' City, engaged in tire manufacture of connecting rods, axle parts, axle 
cones, and various motor parts. 

"Incorporated in Ohio October 17, 1916, under perpetual charter. Capital stock outstanding, $260,000, 
Net worth, April 30,1913, $2.18,711.46. Owned and operated a factory at Toledo engaged in the manufacture 
of transmission and difi'erentiai gears. 

" Incorporated in Missouri, February 19, 1918, under a 60-year charter. Stock outstanding, $100,000, all 
common. Net worth, April 30, lOlS, .$7(i,221.05. Engaged in the production of wooden framework for 
automobile bodies in a leased plant at St. Louis. 

"Incorporated in New York June 17, 1912, with perpetual charter. Stock outstanding, -$872,000, all 
common. Net worth April 30, 1913, $.5,782,007.54. Engaged in the business of assembling automobiles, its 
principal plant being loc;ited at Tarrytown, N . Y., and equipped with a complete line for tlie production of 
automobiles and automobile parts. The company also owned all of the stock of the selling compauies as 
listed. 

" Incorporated in Texas October 1, 1015, for a 60-year period. Stock outstanding, $260,000 of class K and 
$350,000 of class B. Net worth, April 30, 191S, $1,048,771.37. Company conducted an assembly plant at 
Fort Worth. 
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Selling companies: 2" 
Subsidiaries of Che-vrolet Motor Co. of Delaware: 

Chevrolet Motor Co. of Kansas City. ,| 
Chevrolet Motor Co. of Atlanta, | 
Chevrolet Motor Co, of Minnesota. |i' 
Chevrolet. Motor Co. of New Jersey, 

Subsidiaries of Chevrolet Motor Co. of Michigan: 
Joe Rath, Inc, (New York), i| 
Chevrolet Motor Co. of Chicago. 
Chevrolet Motor Co. of Milwaukee. i 
Cleveland-Chevrolet Motor Co. ' 
Cincinnati-Chevrolet Motor Co. |j 

Subsidiaries of Chevrolet Motor Co, of New York: 1 
Chevrolet Motor Co. of Pennsylvania. I 
Chevrolet Motor Co. of Virginia. i 
Chevrolet Motor Co. of New England. ^ 

The assets acquired from Chevrolet Motor Co. of Delaware also 
hicluded interests in companies as foUows: | 
United Motors Corporation: 106,000 of the 1,101,640 outstanding shares of ; 

common,2' jHl 
Scripps-Booth Corporation: 13,650 of the 58,275 outstanding shares.̂ ^ ;;!;' 
American Commercial Co,: $84,600 of the $338,400 of common stock outstand- TV 

ing.23 

At the close of the period covered by the Commission's report, the 
manufacturing operations of Chevrolet Motor Co, of Michigan were ;;j 
being conducted by the Chevrolet motor division of General Motors; j i, 
and all other wholly owned subsidiarj^ companies acquired from Chev
rolet Motor Co. of Delaware had since been liquidated and theh 
activities discontinued or transferred to other departments or di-visions 
of the General Motors organization. 

The 450,000 shares of General Motors common stock held by the 
Chevrolet Co. comprised about 6SH percent of all common stock - \ 
outstanding as of December 31, 1917. .J- 1 

Chevrolet Motor Co,, of Dela,Vv̂ are, was organized on or about : ;| 
September 23, 1915, Of the 641,095 shares of the company's stock :! | 
outstandhig m the hands of the pubhc pbas 1,405 shares held in 
treasury at the time of offer of exchange made by General Motors, 
200,000 shares had been issued for the outsta.nding stocks of Chevrolet i; '! 
Motor Co, of Michigan and Chevrolet Motor Co, of New York. Inc., 
and for $4,420,000 in cash; 434,000 shares, for pm-chase of 450,000 ' 
shares of General Motors common stock; and 8,500 shares, for acqui- 0. 
sition of properties of National' Cycle iVIanufacturing Co. and Na--, 
tional Motor Truck Co., of Bay City, Mich,, and $550,000 hi cash.' ' 
The issued capital stock had a par value of $100 per share. The 
company paid its last dividend on August 1, 1918, and on October 11, 
1918, offered to exchange for each share of Chevrolet stock IK shares 
of General Motors common stock and 44 cents in cash, wdth no time 
Ihnit. 

Acquisition of assets of United Motors Corporation.—In 1918 General 
Motors Corporation acquired the enthe assets and good-will and 
assumed the liabilities of United Motors Corporation, organized in 

Chevrolet Motor Co. of New England, Chevrolet Motor Co. ot Minnesota, and Chevrolet Motor Co. 
(New lersey) each capitalized at $10,000. The other companies were capitalized at $5,000 cacli. 

"1 The 106,000 shares of United Motor Corporation stock were delivered to United Motors Corporation for 
cancelation. 

22 Eleven thousand two hundred shares were owned by Chevrolet Motor Co. of Delaware and 2,450 
shares were owned by Chevrolet Motor Co. of Michigan. Company was incorporated in Now York July 
28, 1916. 

" A credit company, incorporated in Ohio in November 1909. Had outstanding $77,900 of preferred and 
$338,400 of common. 
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1916 by W. C. Durant for the purpose of taking over various accessor
ies and parts companies,̂ '' 

In the judgment of the directors of General Motors Corporation, 
as expressed in minutes of meeting held December 31, 1918, the fair 
and reasonable value of the acquired assets was $45',000,000 hi excess 
of the liabUities assumed. The following considerations, after giving 
effect to certa.in adjustments made in 1920, were sho-wn as having 
been paid for this acquisition: 
General Motors Corporation newly issued common stock, at par $9, 940, 170 
General Motors Corporation newly issued 6 percent debenture stock, 

at par - 29, 820, 500 
General Motors Corporation treasury common stock (146 sha.res) 12, 118 
106,000 shares of capital stock of United Motors Corporation (each 

share ecjuivalent to $30 of General Motors Corporation preferred 
stock at par and SIO of General Motors Corporation common 
stock at par, as per terms of offer of acquisition) 2, 683, 000 

Total 42, 455, 788 

Records of Genera,l Motors Corporation show a net value of $52,-
235,325.59 as recorded for the acquired assets, mcluding $16,174,-
814.34 for goodwiU. The difference of $9,779,537.59 between the 
total net charge to assets and the value of $42,455,788 for stocks com
prising the consideration was added to surplus. Tliis sum added to 
surplus, according to statement of the corporation, exceeded by 
$3,100,000 the actual difl'erence between the par and the market 
values of the stocks given as consideration. 

As compared -with the net value of $52,235,325.59 recorded by the 
corporation for the assets acquired, the consohdated balance sheet 
for United Motors Corporation and subsidiaries as of September 30, 
1918, shoŵ ed a total of $66,089,327 for net worth. United Motors 
Corporation, however, showed a total ol $21,536,155 for goodwdll, 
patents, etc., as compared wdth a total of $16,408,065 sho-wn for these 
items by General Motors. 

The assets acquired by General Motors from United Motors 
Corporation included manufacturing operations which had been 
conducted by divisions of United Motors designated as foUow ŝ: 

Jaxon Steel Products Division.^' 
Hyatt Roller Bearing Division.^" 
Remy Electric Division." 

The assets acquired also included all of the outstanding capital 
stocks of the foUowdng: 

" The Turning Wheel, by Arthur Pound, pp. 162, 170. 
35 Took over the automobile wheel-rim manufacturing business formerly conducted at Jackson, Mich., 

by tbe Perlman Rim Corporation, which began active business on or about July 1, 1916, and was dissolved 
July 30, 191S, when its assets were acquired by United Motors for $6,600,000 in cash. 

Operated a plant at Harrison, N . J., engaged iu the manufacture of roller bearings. Plant was formerly 
part of the properties of Hyatt Roller Bearing Co., incorporated in New Jersey November 7, 1892, and 
later aciulred by United Motors, which latter company took over the properties, except certiiin olTiee prop
erty in Detroit, assumed the liabilities, and operated the plant directly as a division of United Motors. 

Operated Tilant at -\nderson, Ind., engaged in trie manufacture of Remy ignition and lighting and solf-
starting devices. Plant was formerly tbe property of Eemy Electric Co., incorporated in Indiana October 
5, 1901, and liter acquired by United Motors, wbich latter comimny took over tho properties, except some 
office and laboratory property in Detroit, assumed the liabilities, and operated tbe plant directly as a divi
sion of United Motors. 



REPORT ON MOTOR VEHICLE INDUSTRY 467 

Selling companies: 
Jaxon Steel Products Co.̂ s 
Hyatt Roller Bearing .Co,2» 
Remy Electric Co.̂ o 
United Motors Service, Inc.^' 

Manufacturing company: Dayton Engineering Laboratories, Inc:̂ ^ 

The foUowdng interests in other companies also were acquhed: 
New Departure Manufacturing Co.: $2,342,900 of the $2,500,000 of capital stock 

issued. 
Harrison Radiator Corporation: All of the common and $400,000 of the $791,300 

of preferred stock issued. 
Klaxon Co.: $500,000 of the $1,000,000 of capital -stock tssued. 
Bearings Service Co.: $25,000 of the $500,000 of capital stock issued. 

The operating divisions of United Motors Corporation—i. e., Jaxon 
Steel Products Division, Hyatt Roller Bearing Division, and Remy 
Electric Division—were made divisions of General Motors Corporation 
by resolution of the fhiance committee adopted December 19, 1918; 
but at the close of the period covered by tliis report only the Hyatt 
Bearing Division, successor to Hyatt RoUer Bearing Division, was 
included in the divisions listed by General Motors as then engaged in 
its manufacturing operations. The operations of the other two 
former divisions were discontinued or transferred to other depart
ments of the organization. 

The transfer of the manufacturing operations of the New Departure 
Manufacturing Co. to the New Departure Manufacturing Division 
and the transfer of the manufacturing operations of Harrison Radiator 
Corporation to the Harrison Radiator Division are discussed elsewhere 
in tliis section of the report. 

Of the selling companies acquired from United Motors, all except 
United Motors Ser-vice, Inc., had been liquidated before the close of the 
period covered by this report. 

Records of General Motors Corporation indicate that the manu
factming operations of Remy Electric Division and Dayton Engineer
ing Laboratories, Inc.—later designated as Dayton Engineering 
Laboratories Co.—were merged in 1926 to form the Delco-Remy ,i ], 
Corporation. Sometime previously the manufacture of Klaxon horns 
had been transferred to the Remy Electric Division. As of December 
31, 1928, Delco-Remy Corporation w-as reorganized and from the reor
ganization emerged three companies, namely, Delco-Remy Corpora
tion, to engage in the manufacture of starting, lighting, and ignition 
systems, horns, locks, and storage batteries; Delco Products Corpora
tion, to engage in the manufacture of a-riation ignition systems, 
Lovejoy shock absorbers, and fractional horsepower motors to be used 
by Frigidahe; and Guide Lamp Corporation, to engage in the manu
facture of automobUe lamps. Guide Lamp Co., an outside concern, 
had been acquhed by General Motors earlier in 1928, and its business 
was consolidated with the lamp business carried on by Delco-Remy 
Corporation to form the Guide Lamp Corporation. In 1933 the 
businesses of the three corporations formed through reorganization of 

" Selliug organization for products of Jaxou Steel Products Division, j 
" Selling organization for.products of Hyatt Roller Bearing Division. 
30 Selling organization for the products of the Kemy Electric Division. 
51 A selling organization engaged in distributing the products of the various companies and divisions con

trolled by United Motors, and having under lease store.s in 11 cities of the United States, 
3! Incorporated in Ohio July 22. 1909, Oapital stock issued, $200,000 preferred and $150,000 common. Net 

worth September 30, 1918, $7,176,565.24. Company was the original manufacturer of starting and lighting 
equipment as applied to self-propelled vehicles and at the time of aciiuisition by General Motors rt-asstill tha 
foremost manufacturer of simUar apparatus. 

'I 
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the old Delco-Remy Corporation were transferred to three newly 
created di-visions of General Motors Corporation, namely: Delco-
Remy Division, Delco Products Division, and Guide Lamp Division. 
These divisions still were functioning at the close of the period covered 
by this report. Delco-Remy Corporation, Delco Products Corpora
tion, and Guide Lamp Corporation were dissolved on November 30, 
1936. 

United Motors Corporation was hicorporated in New York May 16, 
1916, with a perpetual charter. I t had an authorized capital of 
1,200,000 shares of no-par-value stock, of which 1,101,640 shares w êre 
issued for purchase of the following stocks: 
Entire common capital stock of Dayton Engineering Laboratories Co., consisting 

of 1,500 shares. 
Entire outstanding common capital stock of Remy Electric Co., consisting of 

7,963 shares. 
Entire outstanding capital stock of Hyatt Roller Bearing Co., consisting of 

3,997 shares. 
23,429 shares of the common capital stock of Ne-w Departure Manufacturing Co. 
97,637 shares of the capital stock of Perlman Rim Corporation. 

The certificate of dissolution of United Motors Corporation was 
filed wdth the secretary of state of the State of New York January 2, 
1919. The basis of distribution to stockholders,, of the securities and 
cash received from the sale of its assets to General Motors Corporation, 
without any limit as to tune, was set forth in a chcular letter hy the 
president of United Motors to the stockholders, under date of January 
16, 1919, as follows: 
For each 10 shares of United Motors stock: 

3 shares of General Motors debenture stock; 
1 share of General Motors common -stock; 
$7.50 in cash, representing the dividend paid by General Motors on November 

1,1918; and 
$7.50 in cash, representing the dividend payable .February 1, 1919. 

The 106,000 shares of United Motors stock acquired by General 
Motors from Chevrolet Motor Co, (Delaw-are) were turned in for 
cancelation, and the amount of General Motors debenture and com
mon stock and cash otherwise payable to United Motors ŵ as cor
respondingly reduced. 

Acquisition of a.ssets of Fisher Body Corporation.—On May 13, 1926, 
the board of directors of General Motors Corporation adopted resolu
tions authorizing the purchase of the assets, business, property, and 
goodwill of Fisher Body Corporation as a going concern and the 
assuming of its liabilities; and authorizing the payment therefor 
wdth 1,600,000 shares of General Motors common, on the basis of 
1 share of such stock for each IK shares of Fisher Body Corporation 
stock; the assets to be ta,ken over as of June 30, 1926, ancl the pur
chase to be made in proceedings for dissolution of Fisher Body Cor
poration, Issuance of 638,400 shares of General Motors common 
in part payment also was authorized. 

Consummation of the transaction in pursuance of the resolutions 
above referred to resulted in the recording of debit and credit values 
in the records of General Motors Corporation as follows: 
Debits: 

Goodwill: 
As recorded by Fisher Body at date 

assets -were acquired $3, 434, 372, 64 
Arising out of acquisition by General 

Motors on basis of contra credits. _ 19, 187, 241, 38 
• $22, 621, 614, 02 
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Debits—Continued, 
Other net as,sets received (assets and liabilities entered on 

General Motors books at same amounts as carried by 
Fisher Body Corporation) $96, 231, 513. 54 

Total - 118,853,127.56 

Credits: 
General Motors no-par common stock 

(stated value, $50 per share): 
638,401 shares nevt-ly issued (average 

per share, $50) $31, 920, 050, 00 
26,319 shares from treasury (at book 

cost; average per share, $136.36). 3, 588, 841. 50 
935,280 borrowed shares (average 

approximatelv $62.29 per share).. 58, 259, 693, 76 
93, 768, 585. 26 

Capital surplus (after deducting $2,000,000 credited re
serve because of unrealized profit in General Motors 
Corporation inventory of Fisher bodies at car assembly 
pLants) 23, 084, 642, 30 

Reserve (estimated amount of Fisher profit taken by 
Fisher on product in General Motors inventory at 
June 30, 1926) 2, 000, 000. 00 

Total 118,853,127.56 

Except for goodwUl, the assets and liabilities acquired from Fisher 
Body Corporation were entered on the General Motors books at the 
same amounts as carried by Fisher Body. According to a statement 
of General Motors Corporation, the cost of the Fisher Body assets 
wdiich determined the goodwdU charge of $19,187,241.38 and the 
additions to surplus and reserve totaling $25,084,542.30, were com-
jmted as foUow's: 

638,401 shares common issued at the book value of General 
Motors CorpoTJition common stock at June 30, 1926, before 
acquisition of Fisher assets ($86.1599407 per share) $57, 004, 592. 30 

26,319 shares of treasury stock used, at book cost 3, 588, 841. 50. 
The equity value at June 30, 1926 (before disposition of a.ssets), 

of 1,402,920 shares Fisher common held by General Motors 
Corporation 58, 259, 693. 76 

Total . 118, 853, 127. 56 
The difference of $19,187,241.38 between the above purchase price and the 

net value of assets and liabilities acquired was charged to goodw-ili. The value 
($26, 084, 542. 30) placed on the new stock issued in excess of the stated value 
was credited to capital surplus after deducting $2,000,000 which was credited to 
reserve because of unrealized profits in General Motors Corporation's inventory 
of bodies at car-assembly plants. This latter amount was the estimated amount 
of Fisher profit taken by Fisher on product in General Motors Corporation 
inventory at June 30, 1926. 

The additions to surplus and reserve of amounts totaling $25,084,-
542.30 W'ere explained by General Motors Corporation as representing 
the difference between the stated value, at $50 per sha.re, of the 
638,401 shares of newly issued General Motors common given as part 
consideration and the book value of approximately $86,16 per share 
at the time of acquisition of the Fisher assets. As compared wdth 
this average of $86,16 per share, the 26,319 shares of General Motors 
treasury common given as part consideration was valued at an aver
age of approximately $136.36 per share, which, the company stated, 
was the book cost. The 935,280 shares of borrowed_General Motors 
common, which comprised the remaining consideration in the trans
action, was valued at an average of approximately $62.29 per share. 
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or at an aggregate value of $58,259,693.76. This amount, added to 
the values show.-ii for the other shares given in the exchange, made 
a total of $118,853,127.56, or $19,187,241.38 in excess of' the net 
ledger value of the assets of the Fisher Co. at that time. 

This excess ŵ as regarded as cost of goodw-Ul, and when added to 
the amount of $3,434,372.64 showm for goodwill on the books of Fisher, 
described in an earlier financial statement of the Fisher coinpany as 
"going values of subsidiarj'^ companies purchased for cash," a total 
of $22,621,614.02 for goodwdll of the Fisher company was shown on 
the books of General Motors, This total was reduced to $21,055,-
503.50, by offsetting thereagainst, mstead of adding to surplus, 
$1,566,110.52, representing excess over carrying charge as of June 
•30, 1926, received by General Motors Corporation for 39,000 shares 
•of Fisher Body Corporation common stock sold hy General Motors 
just prior to June 30, 1926. 

The amount of $58,259,693.76 at which the 935,280 shares of 
borrowed General Motors common w'as valued wdien given as con
sideration in the Fisher transaction was stated by General Motors 
to have been the equity value at June 30, 1926, of the 1,402,920 
shares of Fisher stock, representing a 58.455-percent interest, held by 
General Motors as of that date. This so-called equity value was 
approximately $27,000,000 in excess of the actual cost to General 
Motors Co. of the 1,402,920 shares. The substitution of the equity 
value for the actual cost of the 1,402,920 shares, when entering 
the considerations-value for the 935,280 borrow'ed General Motors 
shares shown in the records as part consideration in the trans
action, resulted in the entering of the Fisher assets upon the books of 
General Motors at values not representing actual cost to General 
Motors, but at values approximately $27,000,000 above cost. The 
excess over cost was covered by an addition to surplus of $27,727,-
439.41 made hy General Motors as of June 30, 1926. This increase 
in surplus covered the 1,402,920 shares plus 39,000 additional shares, 
or a total of 1,441,920 shares for w-hich General Motors paid a total 
of $32,151,825, or an average of approximately $22.297925 per share. 

Adding to this cost the amount added to surplus gives a total 
equity value of $59,879,264.41, or an average of approximately 
$41,527 per share. The sale of 39,000 of the Fisher shares, already 
referred to, reduced the number held at the thne of taking over 
of the Fisher assets to 1,402,920, the equity value of which, at t i e 
average of approximately $41,527 per share, would account for 
approximately $27,000,000 of the credit to surplus. 

By retaining its stock interest in the Fisher company, in hen of 
surrendering that interest as part consideration for the assets acquired, 
General Motors shared in the distribution of the 1,600,000 shares of 
General Motors common stock held by the Fisher company at time 
of its liquidation. As holder of 1,402,920 shares, equivalent to 58.455 
percent of the 2,400,000 outstanding Fisher shares, i t received a.s its 
pro rata share 58.455 percent of the 1,600,000 General Motors shares 
held by Fisher, or 935,280 shares, which shares i t used to repay the 
935,280 shares borrowed. 

3! General IVIotors Corporation stated tbat just prior to June 30, 1926, General Motors Corporation sold 
39,000 shares of Fisher common, realizing therefor $1,S66,110.52 in excess of the lune .30, 1925, carrying value; 
that this excess was credited goodwill arid reduced the charge for goodwill on General Motors Corporation 
books to $21,055,503.50, of wbich $3,434,372.61 represented goodwill that had been on the Fisher boolis. 
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The stock interest in Fisher Bodj'- Corporation was first acquired by 
General Motors in 1919, for a consideration totahng $27,600,000 in 
cash and notes; and as additional new stock v/as issued by the Fisher 
company. General Motors acquired its pro rata share. 

FoUo-wing is a consohdated balance sheet for Fisher Bocty Corpora
tion and its subsidiaries as of March 31, 1926, 3 months prior to the 
date of sale of the companj'-'s assets. 
Assets: 

Real estate, plant and equipment, less depreciation and 
amortization reserves $65, 329, 000. 84 

Patents 191, 009. 12 
Investments and advancements 2, 147, 242. 92 
Sinking fund cash, for redemption of Fisher Body Ohio Co. 

preferred stock 74, 030. 00 
Current assets 55, 034. 498. 98 
Deferred charges 1, 264, 449, 84 
Unamortized cost of alterations to plant and equipment 1, 694, 796. 68 
Goodwill (going values of subsidiary companies purchased 

forca.sh) . 3,214,604.82 

Total - 128, 949, 633. 20 

Liabilities: 
Current liabilities T6, 367, 674. 55 
General Motors Corporation, advance account 5, 000, 000. 00 
Land contract payable 600, 000, 00 
5 percent serial gold notes 12, 500, 000. 00 
Minority interest in Fisher Body Ohio Co 231, 332. 48 
Reserve for contingencies 2, 073, 616. 66 
Capital stock (2,400,000 shares) $60, 000, 000. 00 
Surplus 32, 277, 009. 51 

92, 277, 009, 51 

Total 128, 949, 633. 20 

Assets of Fisher Body Corporation at the time of their acquisition 
by General Motors Corporation included— 
All of the capital stock of Fisher Body St. Louis Co,, organized in Delaware in 

July 1912, and engaged in the manufacture of automobile bodies. 
All of the capita] stock of Ternstedt Manufacturing Co., organized in Michigan 

in April 1917, and engaged in the manufacture of automobile-body hardware 
and metal stampings. 

All of the capital stock of National Plate Glass Co,, organized in Maryland in 
1920 and engaged in the manufacture of plate glass. 

All outstanding stock of Fleetwood Body Corporation. 
In excess of 98 percent of the capital stock.of Fisher Body Ohio Co., organized 

in Ohio in 1919 and engaged in the manufacture of automobile bodies. 
Plants located at Detroit, Fhnt, Pontiac, Lansing, and Sagina-n', Mich.; Blairs

villc, Pa.; St. Louis, Mo.; Oakland, Calif,; Memphis, Tenn.; Cincinnati and 
Cleveland, Ohio; Janesville, Wis.; Ottawa, I I I . ; Buffalo and Tarrytown, N. Y.; 
and Walk.ersville, Canada; also extensive tracts of timberlands and a con
trolling interest in several sawmOls. 

After acquisition of the Fisher Body assets in 1926_, the manufactur
ing operations w-ere continued by the Fisher Body Division of General 
Motors, wduch was stated to include the foUowdng subsidiary com
panies: 

Fislier Body,Ohio Co. • 
Fi.sher Body St. Louis Co. 
National Plate Glass Co. 
Ternstedt Manufacturing Co. 
Fisher Lumber Corporation. 
Fisher-Delta Log Co, . 
Fleetwood Body Corporation. 
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General Motors venture into the tractor field.—A majority of the out
standing shares of Samson Sieve-Grip Tractor Co., which was engaged 
in the manufacture of tractors at Stockton, Cahf., was acquired by 
General Motors Corporation in 1917 as part of the assets taken over 
from General Motors Co, The shares taken over were recorded by 
the corporation at tlie amount paid therefor by the predecessor com
pany—namely, $430,998.75. I n 1918 the corporation acquired the 
remaining outstanding shares of the Samson Co., for a cash considera
tion of $750,000, which increased the hivestment in this subsidiary to 
$1,180,998.75, 

I n 1919 Samson Sieve-Grip Tractor Co, was dissolved, its assets 
havmg been turned over to General Motors and applied as a reduction 
of loans made to this subsidiary by the corporation. After such re
duction, a balance of $197,776,11 still remained owing the corpora
tion, and this amount, together with the corporation's investment of 
$1,180,998,75, was written off. 

A more complete account of General Motors venture in the tractor-
manufacturing field is contained in the following discussion of Janes
ville Machine Co. 

I n 1919 the entire $1,000,000 par value outstanding common stock 
of Janesville-Machine Co. was acquired bv General Motors Corpora
tion for $1,000,000 in cash; and in 1919 the"entire $1,250,000 par value 
preferred stock of the Janesville com.pany was acquired by the cor
poration for a total consideration of $1,462,290, consisting of $463,690 
in cash, 9,874 shares of newly issued corporation 6-percent debenture 
stock of $987,400 aggregate par value, and 112 shares of the corpora
tion's treasury 6-perceiit debenture stock valued at $11,200. The 
acquired stocks were recorded by the corporation at the amounts of 
consideration paid, totaling $2,462,290, 

The purpose of the acquisition by General Motors of the JanesviUe 
Machine Co. was to consolidate the business of the former -with the 
tractor business of General Motors at JanesvUle, which became known 
as the Samson Tractor Division. After acquisition, the assets of the 
Janesville company were taken over and the comi)any was dissolved. 
Goodw-ill of the dissolved company ŵ as recorded by General Motors 
at a value of $212,290. 

Prior to acquisition of the JanesvUle Machine Co., General Motors 
had acquired the Samson Sieve-Grip Tractor Co., of Stockton, Calif., 
and in the corporation's annual report for 1917 i t was stated; 

The manufacture of tractors will bc extended as rapidly as possible to meet the 
increasing demand, the tractor to be made a permanent and important division of 
the business. 

Loss from investment i n tractor industry.—The investments of Gen
eral Motors in tractor properties and facilities, and the later abandon
ment by the corporation of this field of manufacture, was described in 
the corporation's annual report for 1922 as follows: 

In the year 1917 General Motors Corporation purchaserl the stock of the Samson 
Sieve-Grip Tractor Co, of Cahfornia. This compa.ny and its product had been 
under investigation by the president, and the purchase wa,s made by him. He 
became general manager of the Samson Tractor Division of the General Motors 
Corporation. On his recommendation the executive and finance committees voted 
appropriations for permanent investment in the Tractor Division amounting to 
$ie,42S,416, afterwards increased by $3,021,034, principally to cover overrun ex
penditures, and, in May 1920, allotted to the clivision $7,000,000 for inventories. 
At the close of the year 1919 the division's new facihties for the production of 
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100,000 tractors per annum were reported practicallj' complete, (At that time the 
total investment amounted to $7,485,346.) On October 31, 1920, the fixed invest
ment in the Tractor Division amounted to $10,905,927, and working capital to 
$18,595,144, a total of $29,501,071. The operating losses prior to December 31, 
1920, and exclusive of extraordinary -n'rite-offs of that year vî ere: 

1917 $24, 467 
1918 1, 868, 986 
1919 . . 1, 823, 883 
1920 . 8,228,956 

11, 946, 292 
After the tractor was fully developed, and priced at $650, it was found that it 

could not be marketed profitably. Prices -were raised only to discover that sales 
could not be made in competition with more cheaply designed tractors. In the 
meantime, numerous commitments for materials had been entered into, -with a view 
to producing 70,000 tractors of this clafs, and, in addition, materials for producing 
60,000 tractors of another class.. Thi.'̂  was the situ.ation as it appeared December 
1, 1920. The loss in hquidating inventories and commitments of this division 
amounted to $21,293,752, in addition to the operating losses above noted of 
$11,946,292, making a total loss incurred of $33,240,044. Today the plant of the 
tractor division has been turned, in greater part, to other uses. As the liquidation 
of this division has been completed, 110 further operating loss is to be expected, 

Scripps-Booth Corporation.—Included in the assets of Chevrolet 
Motor Co., of Delaware, taken over by General Motors Corporation 
in 1918, were 13,650 shares of capital stock of Scripps-Booth Corpora
tion, valued at $68,250 on the consolidated balance sheet of the Chev
rolet Co. for AprU 30, 1918. Al l of the remainhig 46,325 outstandhig 
shares of Scripps-Booth were acquhed by General Motors during 
years 1918-24, for considerations totaling $1,211,696.95, consisting 
of cash in the amount of $309,797.30 and General Motors treasury 
stock valued at $901,899.65 and comprising shares, as follows: 
4,961 .shares common ($100 par per .share) $489, 946. 00 
2,800 shares, 6-percent debenture stock ($100 par per share) 280, 000. 00 
8,621 shares common ($10 st..ited value per share) 131, 953. 65 

901, 899. 65 

On the books of General Motors, $463,652.31 ŵ as added to book 
value of goodwill, $675,208.32 was added to investment in Scripps-
Booth, and $72,836.32 was charged against reserve and profit and loss. 

The Scripps-iBooth Corporation later was liquidated and its proper
ties sold, except that a few mhior items were taken over by General 
Motors. 

Scripps-Booth Corporation- was incorporated imder the laws of 
New^ York State July 28, 1916, and was engaged in the manufacture of 
Scripps-Booth cars. 

A C S-park Plug Co. (formerly Champion Ignition Co.).—In 1929 
General Motors Corporation acquired 25 percent of the outstanding 
capital stock of AC Spark Plug Co., representuig the minority interest, 
for a cash consideration of $5,500,000. Of this total, $3,711,540 was 
added to the hivestment account and $1,788,460 was added to book 
value of goodwUl. As part of the assets of the old General Motors Co. 
acquired'in 1917, the corporation received $75,000 of the $100,000 of 
common stock of Champion Ignition Co. outstandhig at that time. 
The predecessor General Motors Co. had held a majority interest in 
the Champion Co. since 1909, I n 1921 or 1922 the name of the com
pany ŵ as changed to AC Spark Plug Co. 

171233—39 32 
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Champion Ignition Co. was incorporated hi Miclugan October 26, 
1908, for a 30-year period, and was engaged hi the manufacture of 
electric-ignition equipment at Flint. The products of AC Spark Plug 
Co. were expanded to include not only spark plugs but speedometers, 
air cleaners, ammeters, fuel pumps, gasoline strainers, histrument 
panels, and other automobUe parts. I n 1933 the manufacturing 
operations were transferred to AC Spark Plug Division, which still 
was functionhig at the close of period covered by tins report. AC 
Spark Plug Co. was continued as a selling company. 

North East Electric Co.—All of the assets, business, and goodwdll of 
this company w êre acquired by General Motors Corporation in 1929, 
for considerations as follows: 
106,667 shares of General Motors Corporation "treasury" no-par 

common stock (stated value, $10 per share) $6, 798, 282. 56 
General Motors Corporation 7-percent preferred stock, par value. 4, 000, 000. 00 
Cash or its equivalent 46, 666. 67 

Total - 10, 844, 949, 23 
Excess of market value over par value of the preferred stock given 

as con.sideration, added to surplus 865, 444, 45 

Total . I I , 710, 393, 68 

The acquisition was recorded by the corporation at values aggre
gating $11,710,393.68, which included $3,985,274 added to book value 
of goodwill. The consolidated balance for North East Electric Co., 
as of June 30, 1929, show-ed a total of $7,659,724 for stocldiolders' 
equities. Nothing was shown for goodwill. 

North East Electric Co. was organized under the laws of New York 
in August 1909, to take over the assets of Rochester CoU Co., wluch 
was engaged in the manufacture of electric generators for automobile 
lighting and coils of different kinds, and in electric-machinery repair
ing. The business of North East Electric Co. included the manufac
ture of varied equipment and accessories for motor vehicles, boats, 
and the like, in its plants located at Rochester, N . Y. I t â so oper
ated, through subsidiaries, manufacturing branches in Paris and 
Toronto, and distributing branches in London and Antwerp; also a 
service organization known as North East Service, Inc. 

Brown-Lipe-Chapin Co.—In 1922 General Motors Corporation pur
chased 11,667 shares of the outstandhig capital stock of Brown-Lipe-
Chapin Co., of $1,166,700 par value, for newdj^ issued 7-percent deben
ture stock of the corporation of $5,250,000 par value and $1,750,200 
in cash, or a total consideration of $7,000,200. The acquired stock 
was recorded by the corporation at the amount of consideration paid, 
namely, $7,000,200. The resolutions of the directors approving and 
confirming the acquisition, adopted January 8, 1923, specified that in 
the judgment of the board the fair and reasonable value of the shares 
was in excess of the price paid and that their acquisition was necessary 
for the purposes of the corporation. The balance sheet for Browm-
Lipe-Chapin Co. as of November 30, 1922, showed $7,850,383 for 
stock outstanding plus surplus; and the portion thereof applicable to 
the 11,667 shares totaled approximately $6,067,000, 

Before the purchase of the 11,667 shares above described. General 
Motors Corporation already had acquired, as part of the assets of the 
predecessor General Motors Co., the remahiing 3,333 outstanding 
shares of Brown-Lipe-Chapin, which i t had recorded at the par value 
of $333,300. 
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On January 8, 1923, the directors of General Motors Corporation 
approved the reduction of the capital stock of Bro-wo-Lipe-Chapin 
Co. from $1,500,000 to $300,000, and the transfer of aU of its assets, 
except $300,000 thereof, to General Motors Corporation. The man
ufacturing operations thereafter were conducted as a di-vision of the 
corporation and the entire output was sold to Brown-Lipe-Chapin Co. 
on a basis that woiUd result in an aimual net profit to the latter of 
$2,500. The capital stock of Browm-Lipe-Chapin later was reduced 
to $10,000, and in 1935 the coinpany was dissolved. 

Brown-Lipe-Chapin Co. was incorporated in New York February 5, 
1910, and took over the differential-gear department of Bro-wn-Lipe 
Gear Co., of Syracuse, N . Y. I t was claimed that at the time of its 
acquisition by General Motors the company was the largest manu
facturer of differential gears in the world. 

The Do7nestic Engineering Co. and Delco companies.-—In 1919 Gen
eral Motors Corporation acquired all of the outstanding common and 
preferred stocks of the Domestic Engineering Co., in exchange for 
General Motors' newly issued common stock of $3,545,100 par value, 
but the market value of which, according to the corporation, totaled 
$9,252,711. The resolutions of the directors specified that in their 
judgment the acquired properties were of the fair and reasonable 
value in excess of $9,000,000 and were necessary for the purposes of 
General Motors. On the books of the corporation the acquired prop-
ert'es were recorded at a value of $9,252,711, including $3,883,712.10 
added to good-wUl; and the difference of $5,707,611 between this total 
and the par value of the corporation's common stock given in the 
exchange was credited surplus. 

The balance sheet for the Domestic Engineering Co., as of August 
30, 1919, showed preferred stock outstanding of $2,107,000 par value, 
common stock outstanding of $1,200,000 par value, and $1,078,092 
for surplus, or a total of $4,385,092 for the three items, as compared 
with the amount of $9,252,711 recorded by General Motors for the 
assets taken over. On the balance sheet of Domestic Engineering 
Co. referred to, $223,167.38 was shown for "goodw^Ul, patents, models, 
etc," whereas General Motors valued goodwdll at $3,883,712.10. 

I n 1919 General Motors transferred the manufacturing activities 
of the Domestic Engineering Co. to the newly formed Delco-Light Co. 
Delco-Light Co. ŵ as reorganized in 1928, and out of the reorganization 
emerged two companies, namely: Delco-Light Co., to engage in tbe 
manufacture of farm electiic power and light plants and water sys
tems; and Frigidaire Corporation, to engage in the manufacture and 
merchandizing of automatic refrigerating systems loiowm as frigidaire. 
Reports of General Motors Corporation indicate that in 1930 the 
busmess of Delco-Light Co. w-as transferred, or the company's name 
W'as changed, to Delco Appliance Corporation, which engaged in the 
manufacture of Delco electric fans, Delco motors for commercial pur
poses. North East starters, generators, ignition systems, speedometers, 
heaters, and small motors, in addition to farni electric power and light 
plants and water systems as above set forth. The Frigidaire Cor
poration created hi 1928 was preceded by an earlier Frigidaire Cor
poration created hi 1919 by so renaming Guardian Frigerator Co., of 
Detroit, acquired by General Motors during that year for a cash con
sideration of $56,366.50. I n 1921 or 1922 the orighial Delco-Light 
Co. took over the manufacture of the electrically operated refrigerator 
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which pre-vdously was being manufactured by the original Frigidaire 
Corporation. 

In 1933 the manufacturing operations of Delco Appliance Corpora
tion and Frigidahe Corporation were transferred to newly created 
divisions of General Motors, knowm as Delco Appliance Division and 
Frigidahe Division, which have contmued to function to the close of 
the period covered by this report. Delco Appliance Corporation and 
Frigidaire Corporation continued as seUing companies untU 1936, 
-ftdieii they w-ere dissolved after the selling functions had been taken 
over by the newly created General Motors Sales Corporation. 

Tiie Domestic Engineering Co, was incorporated in Ohio February 
11, 1916. At the time of its acquisition by General Motors the com
pany ŵ as engaged in the manufacture and markethig of complete 
electric light and power plants of simple design for individual use and 
it o-wned a plant in Da.j'-ton, Ohio. The company was dissolved 
December 7, 1936. 

The Dayton Metal Products Co,—Dayton-Wright Airplane Co,—In 
1919 General Motors Corporation acquired the outsta.ndhig capital 
stock of the Dayton Metal Products Co,, of Dayton, Ohio, in exchange 
for 25,338 shares of newdy issued General Motors' 6-percent debenture 
stock of $2,533,800 par value and 21,457 shares of newly issued 
General Motors' common stock of $2,145,700 par value, together wdth 
10,000 shares of capital stock of the Dayton Securities Co., then 
owned by the Dayton Metal Products Co. The market value of the 
stock given as consideration, exclusive of the securities-company stock, 
totaled $7,221,082.75, according to the corporation. On the books of 
the corporation tbe investm.ent was recorded at a value of 
$7,221,082.75, and the difference of $2,541,582.75 betw-een the market 
value and par value of the General Motors stock given as consideration 
was added to surplus. 

The resolution of the dhectors authorizing this acquisition specified 
that in the judgm.ent of the board the properties of the metal-products 
company were of tbe fair and reasonable value of $8,500,000 and were 
necessary for the purposes of the corporation. 

The Dayton Metal Products Co. was organized in Ohio April 28, 
1915. I t had outstanding $6,000,000 of capital stock ancl owned 50 
city lots in Dayton on w-hich were located 6 buildmgs, leased to the 
Dom.estic Engineering Co. I t also o-wned a number of patents 
relating to fuels for high-compression motors and relathig to gas 
enghies and m.otors. Since December 1918 the company had been 
engaged exclusively in research and experim.ental work and at the 
time of its acquisition by General Motors Corporation i t had no 
qiuck assets or liabUities. 

At about the same thne as the Dayton Metal Products Co. was 
acquired. General Motors Corporation also acquired certain assets of 
the Dayton-Wright Airplane Co., also of Dayton, Ohio, in considera
tion of 10,960 shares of the corporation's newly issued 6-percent 
debenture stock of $1,096,000 par value. This acquisition, which ŵ as 
recorded by the corporation at the amount of consideration paid—• 
nam.ely, $1,096,000—included about 34 acres of land at Moraine, near 
Dayton, upon which were buUdhigs of the m.onitor type -with a total 
floor space of 463,843 square feet. The resolution of the directors 
authorizing the acquisition specified that in the judgment of the board 
the properties were of the fair and reasonable value in excess of 
$1,200,000 and w-ere necessary for the purposes of the corporation. 
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Apparently the assets acquired from the Dayton-Wright Airplane 
Co. were merged with assets acquired from the Dayton Metal Products 
Co. to form the Dayton-Wright Co. Dayton-Wright Co. had out-
stanclhi.g, at the close of 1920, common stock of $100,000 par value, 
all ô vned by General Motors Corporation. In 1929 all of the assets 
of this company were exchanged for 400,000 shares of stock of Fokker 
Aircraft Corporation of America, representing a 40-percent interest. 
At the time of the exchange the assets of Dayton-Wright Co. con
sisted of cash to the amount of $6,500,000, a parcel of land laiown as 
McCook field, valued at $1,282,340, and certain patents, valued 
nominally at $1, makiiig ah aggregate valuation of $7,782,341, which 
w-as the value recorded by the corporation for the acquired Fokker 
stock, as of December 31, 1929, 

Yellow Truck & Coach Manufacturing Co.—In 1925 General Motors 
Corporation acqiured 800,000 shares of common stock of Yellow 
Truck & Coach Ma.nufacturing Co., for a total consideration of 
$16,000,000, of w-hich $6,188,690.12 was specified by the directors of 
General Motors to be paid in cash. The plant and other assets, 
except patents and patent rights, of the General Motors Truck Divi
sion, together wdth the outstanding capital stock of General Motors 
Truck Co. subject to decrease in book value by the wdthholding of 
$345,873 of cash assets, comprised the balance of the consideration. 
The 800,000 shares of common, which represented a 57-percent interest, 
were recorded on the books of the corporation at a value of $16,000,000. 

Class B stock of Yellow Truck & Coach Manufacturing Co. also 
had voting rights, and wdien 700,000 additional shares of this stock 
were issued by the coinpany in 1926 General Motors acquired its 
pro rata portion, or 404,550 shares, w-hich i t recorded at a value of 
$8,091,000, or $20 per share. Sales of a total of 154,500 shares of the 
class B stock, at $40 or better per share, were authorized in 1927 and 
1928, but the sa.le of these shares still left control wdth General Motors. 
In 1936 General Motors purchased 460,710 shares of class B stock at 
$10 per share, which increased its investment in Yellow Truck & 
Coach by $4,607,100. 

The above-described acquisitions, together with 104,450 shares of 
7-percent preference stock acquired in 1928 and recorded at a value of 
$9,668,251, gave General Motors at the close of 1936, unchanged to 
the close of 1937, 800,000 shares of common, 710,760 shares of class B, 
and 104,450 shares of preference stock of Yellow Truck & Coach. A 
total of $28,603,125.74 as of December 31, 1937, w-as_renorted by 
General Motors as its recorded value of this investment, including the 
corporation's proportion of tbe undivided profits and losses since 
acquisition. As of that date. General Motors held slightly over 50 
percent of the voting stock of the company. 

Yellow- Truck (fe Coach Manufacturmg Co, was organized pursuant 
to the acceptance of an offer submitted by General Motors Corpora
tion to Yellow Cab Ma.nufacturing Co, on July 3, 1925, specifying— 

That General Motors would cause to be organized a new corporation 
to which would be transferred all of the assets of the General Motors 
Truck Division of General Motors Corporation, except patents and 
patent rights, together with all issued and outstanding shares of Gen
eral Motors Truck Co., except, how-ever, that $345,873.08 cash a.ppear-
iiig on the balance sheet would be -withheld; the new corporation to 
assume all obligations and liabilities of the said Truck Division; 
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General Motors to pay $5,188,690.12 in cash to the new- corporation; 
the new corporation to take over said business as of April 30, 1925. 

That Yellow Cab Manufacturing Co. should change its name to 
"Yellow Truck & Coach Manufacturing Company," and should re
capitalize as foUow-s: 
Redeem its outstanding 6,760 shares of class A. stock, at the par value of $100 

per share and accrued dividends. 
Increase and change its capital stock so that the authorized capital should be as 

follows: 
200,000 shares 7-percent cumulative preferred—par value, $100 per share; 
600,000 shares class B—par, $10 per share; 
1,000,000 shares common—par, $10 per share. 

That General Motors Corporation should transfer and assign to 
Yellow Truck & Coach Manufacturing Co,, on October 5, 1925, all of 
the issued and outstanding shares of the new- corporation, in exchange 
for 800,000 shares of common stock of Yellow Truck & Coach Manu
facturing Co. 

The annual report of Genera.l Motors Corporation for 1925 stated 
that foi'mer stocldiolders of Yellow Cab Manufacturing Co. received 
150,000 shares of preferred stock and 600,000 shares of class B stock 
of Yellow Coach & Truck Manufacturing Co, 

Ethyl Gasoline Corporation,—This company was formed in 1924 for 
the purpose of taking over the business of General Chemical Co., 
engaged in merchandising tetra-ethyl lead, an antiknock compound 
developed by General Motors Research Corporation, Capital re
quired by the new company was to be derived from the issuance and 
sale of capital stock as might be necessary from time to time, one-half 
to General Motors Corporation and one-half to Standard Oil Co. of 
New Jersey. 

The first acquisition by General Motors of stock of Ethyl Gasoline 
Corporation, a.mounting "to 6,750 shares, w-as made in 1924 at a cost of 
$575,000. Another 1,750 shares acquired in 1925 at a cost of $175,000 
increased the corporation's investrnent in this affihate to $750,000. 
The investment as of December 31, 1937, adjusted to include General 
Motors' proportion of iindi-sdded profits and losses subsecpient to 
December 31, 1930, amounted to $4,432,428.55. 

In 1935 General Motors sold 50 of its shares of Ethyl Gasohne Cor
poration to E. 1. du Pont de Nemours & Co,, at $5,800 per share, 
which was approximately 10 times the approximate estimated net 
earnings per share for that year. In January 1938 the policy com
mittee of General Motors authorized and approved the repurchase 
from E. I . du Pont de Nemours & Co. of the 50 shares of Ethjd Gas
oline Corporation at a price equal to 10 times the estimated earnings 

'N of the shares for 1937, which would make the price approximately 
\$7,575 per share. 

Acauisitions of foreign companies.-—As in the case of the domestic 
acquisitions of outside companies, so also of the foreign acquisitions, 
only the more important of such acquisitions are discussed in this 
report. All of the voting stocks of the companies were acquired by 
the corporation, and some of the nonvoting shares also were acquired. 
The foreign acquisitions discussed are: 

Chevrolet Motor Co. of Canada, Ltd, 
McLaughlin Carriage Co., Ltd. 
McLaughlin Motor'Car Co., Ltd. 
Vauxhall Motors, Ltd. 
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Adam Opel AktiengeseUschaft 
The McKinnon Industries, Ltd. 
Holdens Motor Body Builders, Ltd. 

Chevrolet Motor Co. of Canada, Ltd.; McLanghlin Carriage Co., Ltd.; 
McLaughlin Motor Car Co., Ltd.—All of the outstanding stocks of 
Chevrolet Motor Co. of Canada, Ltd . , and McLaughlin Carriage Co., 
Ltd. , and 51 percent of the outstanding stock of the McLaughlin 
Motor Car Co., Ltd . , v/ere acquired by General Motors Corporation 
as of November 1, 1918. For these acquisitions General Motors paid 
$550,000 hi cash and 49,000 shares of $100 par value newly issued 
General Motors common, having a market value of approximately 
$6,421,000 at date of approval of the transaction, according to the 
corporation. The resolution of the directors authorizing the acquisi
tion, adopted December 31, 1918, also set forth that hi the judgment 
of the directors the fair and reasonable value of tbe properties was 
at that time in excess of $6,490,000 and were necessary for the conduct 
of the business of General Motors. On the books of the corporation, 
the investments were recorded at an aggregate value of approximately 
$6,971,000. 

Balance sheets as of September 30, 1918, for these three Canadian 
companies showed net worths as follows: Chevrolet Motor Co. of 
Canada, Ltd. , $1,875,066; McLaughlin Carriage Co., Ltd. , $3,222,604; 
McLaughlin Motor Car Co., Ltd. , $2,725,335; or a total of $7,823,005 
for all of the companies, Reduchig the amoimt for the McLaughlin 
Motor Car Co., Ltd , , by 49 percent, would leave a total of $6,487,591, 
as compared with the total of approximately $6,971,000 recorded by 
the corporation for value of the acquired stocks. The acquisition of 
51 percent of the outstanding stock of the McLaughlin Motor Car Co., 
Ltd . , represented the balance of that company's stock not already 
o\vned by the corporation, the other 49 percent of the stock having 
been acqiured as part of the assets of General Motors Co. taken over 
ml917. 

Chevrolet Motor Co. of Canada, Ltd. , was incorporated under the 
laws of Canada on or about September 23, 1915, wdth a perpetual 
charter, and was engaged in the busmess of manufacturing Chevrolet 
cars in its plant at Oshawa, Ont. 

The McLauglihn Carriage Co., Ltd . , was incorporated under the 
laws of Ontario, August 7, 1901, with a perpetual charter. I t was 
engaged in the business of seUhig the product of the McLaughlin, 
Motor Car Co., Ltd . , and for that purpose i t owned and conducted 
in 12 Canadian cities, branch-house properties operated as service 
stations, garages, and salesrooms. 

The McLaughlin Motor Car Co., Ltd. , was incorporated under the 
laws of Ontario November 20, 1907, with a perpetual charter. I t w-as 
engaged in assembling Buick cars, and its plant adjoined the plant of 
Chevrolet Motor Co. of Canada, Ltd. , at Oshawa, Out. 

I n December 1918 the three Canadian companies above described 
were transferred to General Motors Co, of Canada, Ltd, General 
Motors Go. of Canada, Ltd. , was formed in 1918, and the first 10,000 
shares of stock issued w-ere acquired by General Motors Corporation 
at a cost of $1,000,000. Before the expiration of 1918, the cor
poration acquired 59,400 additional shares of General Motors Co. of 
Canada, Ltd. , by transferring to tbat company the corporation's 
investments in various Canadian companies, aggregating $7,860,-
850.67, and including the three Canadian companies referred to above. 
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The corporation's recorded investment in General Motors Co. of 
Canada, Ltd., thus was increased from $1,000,000 to $8,860,850.67. 
At the close of the period covered by this report. General Motors 
Corporation still held the 69,400 outstanding shares of tins Canadian 
subsidia.ry. 

Vauxhall Motors, Lid.—In the latter part of 1926 General Motors 
Corporation acquired all of the 300,000 outstanding ordinary shares, 
aegregating £300,000 in par value, of Vauxhall Motors, Ltd., of 
England, in consideration of £510,000 in cash. The Vauxhall com
pany showed a net worth of £410,000 as of September 30, 1925. The 
300,000 shares acquired were recorded by General Motors at a value of 
$2,575,290,90. General Motors continued thereafter as sole owner 
of the Vauxhall company's ordinary shares. In 1927 and 1928 it 
acquired 150,000 additional new-ly issued ordinary shares for $3,643,-
890,57 in cash, and in 1936 it acquired 550,000 additional newly 
issued ordinary shares for $2,746,190 in cash. These acquisitions, 
toe-ether -with a stock di-vidend of 500,000 ordinary shares declared.in 
1937, increased to 1,500,000 shares the corporation's holdings of 
ordinai-y shares of this foreis-n subsidiary as of December 31, 1937, all 
acauired at a cost in cash of $8,964,371. 

In 1928 the acquisition of preference shares,of the Vauxhall com
pany was authorized, and later some of the 7 percent debenture stock 
was acquired. At December 31, 1937, 222,373 shares of the prefer
ence stock and 29,000 shares of the 7 percent debenture stock were 
held. The amount of $17,420,170,64 shown as the amount of hi
vestment in Vauxliall Motors as of December 31, 1937, includes the 
cost of these preference and debenture shares as well as cost of the 
ordinary shares, ancl the total has been adjusted to include the cor
poration's proportion of uiidi-vided profits or losses since acquisition, 
and to include charges on open account, if any. 

At a meeting of the finance committee of General Motors held in 
October 1925, the chairman advised the committee that a report on 
Vauxhall Motors would be presented to the committee in due course, 
the details of which, briefly stated, would include tbe following: 

Vauxhall Motors, Limited, located at Luton, a town of about 65,000 inhabit.ants 
31 miles northwest of London, manufactures passenger cars by name of "Vaux
hall." The plant employs about 2,000 men and the present production calls for 
1,700 cars ner year. The plant is well laid out and can be expanded to produce 
about 25 000 cars per year by locating the body plant elsew-here. The equipment 
is generally good. 

Adam Opel AktiengeseUschaft.—In 1929 General Motors acquired 
80 percent of the outstanding capital stock of Adam Opel A. G., of 
Germany. Records of the corporation indicate that $25,965,196.39 
in cash was paid for the 4,800 sha.res acquired, and that the remain
ing 1,200 shares were acquired in 1931 at a cost in cash of $7,394,-
756.33. The Opel company, at the time of acquisition by General 
Motors of an 80-perceiit interest, was manufacturing about 40 per
cent of the total number of cars produced in Germany and as to size 
it ranked among the first 10 German industrial organizations. 

The original option obtained by Genera,l Motors, running to AprU 
1, 1929, provided for the purchase of the whole Opel company for 
approximately $30,000,000, wlhch amount exceeded the net value of 
the company's tangible assets by about $12,000,000, such excess 
representing contemplated cost of goodwill. 
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General Motors reported an investment of $35,030,628 in the Opel 
compam- as of December 31, 1937, tlus amount including the un
divided profits or losses since acquisition and up to December 31, 
1933. 

The McKinnon Industries, Ltd.-—All of the outstanding capital stock 
of this company was a.cqiured by General Motors in 1929, in exchange 
for 37,500 shares of General Motors' treasurj- $10 par value common 
stock valued at $3,000,000. Of this amount, $1,869,806.85 w-as added 
to investments and the book value of goodw-ill w-as increased by 
$1,130,193.15, At the time of this acquisition the McKiimon Indus
tries, Ltd. , was located at St, Catherines, Ontario, and w-as engaged 
in the manufacture of a,utomobile parts,. Its acquisition, i t was 
claimed, was for the purpose of strengthening the operating position 
of General Motors Corporation in Canada, The corporation's annual 
report for 1930 stated that the products manufactured by this foreign 

' subsidiary included automobile differentials; sta.rt.ing, fighting and igni
tion systems; tool kits; malleable castings; st0,mpings; drop forgings; 
and saddlery liardw-are. 

I n 1930 General Motors acquired from this subsidiary all beneficial 
interest hi McKinnon Dash Co., wbich was transferred to the books 
of the corporation in the amount of $1,175,100, the par value of the 
stock. The bushiess and assets of the Dash company w-ere transferred 
to the newlv created McICinnon Products Co., in 1931, at the net value 
of $1,096,648.36. 

I n 1932 the finance committee of General Motors voted to transfer 
to General Motors of Canada, Ltd. , another subsidiary of the corpo
ration, the total investment in the McKinnon Industries, Ltd . , at the 
book value of $1,869,806.85. At the close of the period covered by 
this report the McKhmon Industries, Ltd . , still w-as a subsidiary of 
General Motors of Canada, L td . 

Holdens Motor Body Builders, Ltd.; General Motors Holdens, Ltd. 
(Australia).—The net assets of Holdens Motor Body Builders, Ltd. , 
of Australia, were purcha,sed in 1931 by General Motors (Australia) 
Pty., Ltd . , a subsidiary of General Motors Corporation, for consider
ations totaling $4,125,877, consisting of $2,047,957 in cash and 
$2,077,920 in newly issued 6 percent preferred stock of General 
Motors Holdens, L td . The assets acquired were consolidated with 
those of General Motors (Australia) Pty., Ltd. , and the name of tliis 
company was changed to General Motors Holdens, L td , 

Before the purchase and taking over of the assets of Holdens Motor 
Body BuUders, General Motors" Corporation paid $1,307,956.73 for 
165,800 additional ordinary shares of General Motors (Austraha) Pty., 
L td . ; and later in 1931, in order to pro-vide General Motors Holdens, 
Ltd. , with funds necessary to purchase certain stock of Holdens M otor 
Body Builders, Ltd. , belonging to dissenting stockholders, the officers 
of General Motors Corporation w-ere authorized to purchase 21,131 
preferred shares of General Motors Holdens, Ltd . , and to pay therefor 
$62,519.24. 

I n Ja.nuary 1938 the minority interest in General Motors Holdens, 
Ltd . , consisting of 34,344 ordinary shares, were acomred by General 
Motors Corporation for $479,865.74 in cash. The book value of the 
shares. $353,363.98, was added to investment, and $126,501.76, rep
resenting the excess in cost over book value, was charged against 
income. 



FEDERAL TRADE COMMISSION 

Other acquisitions by General Motors Corporation.—There follows a 
Hsting of other acquisitions by General Motors Corporation, the 
Delaware Corporation, during the period from 1917 to 1937, in addi
tion to those just pre-sdously discussed: 

Miscellaneous other acquisitions by General Motors Corporation, 1917 to 19S7 

Year 

Consideration 

ExehanReof 
securities 

Cash or 
equivalent Total 

' plant 

Motor vehicle manufacturing interests: 
Interstate Motor Car Co.j^'-
Industrial Terminal Corporation's "Saxon-

Automobile body manufacturing interests: 
Fisher Body Ohio Oo , _ _ 
Martin Parry Body Corporation.'. _ 

Automobile parts and accessory manufacturing in
terests: . ,,, 

Harrison Radiator. Corppratiou—.-.V'. _„ , 
New Departure Manufacturing CO.\.L.̂ -̂"1 
Lancaster Steel Products Co. ir:^ '. , 
Saginaw Malleable Iron Oo.-^-.^. 
Klaxon Oo 
Michigan Crankshaft Co_'_'. _._ 
T, W, Warner Co.'U 
Armstrong Spring .Oo.'̂ : 
Guide Lamp Co.'^-.' 
Liberty Starter Co. , 
Packard Electric Co. ̂  

Airplane interests: 
-rhe Dayton Wright .\irplane Co 
Allison Engineering Co.:'.'. _ 

Meclianical refrigeration equipment interests: 
Sunlight Electrical Manufacturing Cp-r; 
Heat Transfer Products Corporation.k< 

Radio manufacturing interests: 
Day-Fan Electric Co^r:'... -__ _ 
Crosley Radio Corporation's Kokomo (Indiana) 

plimt __ , 
Diesel engine interests: 

Winton En.crine Co--:'J 
Electro-Motive Co.K.- _ 

Other plant acquisitions: 
International Arms and Fuze Co. plant.'t^ 
Chevrolet Motor Co. of California 

1919 
1919 

1926 
1930 

1918 
1918 
1918 

1918-20 
1919 
1919 
1921 
1923 
1928 
1932 
1932 

1919 

$248,406 SB4 
1, 277, 000 

406,819 

1,887,100 

2, 279, 458 
291,378 

900,000 

38,710 
584,775 

250, 000 
3,123,800 

- 871, 000 

33, 365 
I , 050, 698 

,000 

816,636 
250,000 
30,000 

866, 900 
752,186 
914, 181 
lOo, 000 
CO, 085 

1933 
1934 

1929 

1936 

1930 
1930 

1919 
1920 

978, 474 

5, 897, 331 
1,194,143 

607,400 
4, 732, 000 

592, 168 

666, 000 
200, 000 

17,750 

460, 776 

1,000 

672, 600 

Subtotal 
Part interests acquired: 

Doehling Die Casting Co,—40 percent of outstanding 
common and preferred stocks.tr. 

General Leather Co.—50 percent of outstanding 
General Motors Radio Corporation—51 percent of 

voting stock _ 
Kinetic Chemicals. Ine.—19 percent of voting stock .rt 
Bendix Aviation Corporation—25 percent of voting 

stock. ---
Fokker Aviation Corporation (later renamed Oen-,, 

eral Aviation Corporation)—18.,*i8 percent interest!^ 
. •North American Aviation, Inc.—8.74 percent interest. 

National Bank of Detroit—50 percent interest...-'rT".. 
Housing companies: 

Bristol Realty Co 
House Financing Corporation 
Janesville Improvement Co - . . 
Modern Dwellings, Ltd __ 
Modern Housing Corporation 
New Departure Realty Go _. 
Lansing Home Building Co 

Miscellaneous: 
General Motors Building Corporation 
General Motors Research Corporation 
Inland Manufacturing Co... 
Argonaut Real Estate Corporation 
Electro Motive Corporation 
General Motors Overseas Corporation.. 

24,993,370 

1918 
1919 

1Q29 
1930 

1929, 1933 
1933 
1933 

1919 
1919 
1919 
1925 
1919 
1919 
1919 

1919 
1920 
1923 
1927 
1935 
1937 

90, 579 

9, 094,861 

631, 000 
1, 250, 000 

1, 630, 000 
98, 000 

16, 000, 000 

253, 888 
848, 054 

12, 500, 000 

500, 000 
200, 000 
100, 000 
103, 000 

3, 500, 000 
250, 000 
200, 000 

500, 000 
100, 000 
100, 000 

1, 000, 000 
100, 000 
100, 000 

5248, 600 
1, 277, OOO 

406,819 
900,000 

1, 925, 810 
584, 775 

2, 279, 468 
1,108, 014 

260,000 
280, 000 

3,980, 70O 
1, 623, 186 

914,181 
138,363 

1, 096,783 

1, 096, 000 
592,168 

665,000 
200, 000 

996,224 

460,770 

6, 898, 331 
1,194,143 

1, 240, 000 
4, 732, 000 

34, 088, 231 

1, 000, 000 
1, 250, 000 

1, 530.000 
08, OOO 

16, 090, 679 

8, 036, 229 
848, 654 

12, 600, 000 

600, TOO 
200, OOO 
100, 000 
163, 000 

3, 500, 000 
250, 000 
200, 000 

500, 000 
100, 000 
100, 000 

1, 000, 000 
100, 000 
100, 000 

Total. 33, 235, 290 48, 019, 403 81, 254, 693 
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SECTION 6. EXTENSION OP ACTIVITIES OF GENERAL MOTORS INTO 
THE FIELDS OF FINANCING CONSUMER PURCHASES, INSURANCE OF 
MOTOR VEHICLES, AND INVESTIMENT I N R E T A I L DEALERSHIPS 

Introduction.—General Motors Corporation not only makes and 
sells motor vehicles to retaU dealers but also invests in retaU dealer
ships and provides the dealers with a means for financing consumer 
purchases through installment payments and pro-vides insurance of 
aU types for rtiotor vehicles. The installment payment financing 
service is provided through a subsidiary. General Motors Accept
ance Corporation. The insurance of motor vehicles is provided 
through a subsidiary, General Exchange Insurance Corporation. 
The investments in retail dealerships were at one time administered 
through General Motors Holding Corporation but are now admin
istered by General Motors Holding Division of General Motors Cor
porations. 

These activities, together -with General Motors hivestment therein, 
are now discussed in greater detah. 

General Motors Acceptance Corporation.—On December 19, 1918, 
the finance committee of General Motors Corporation adopted a 
resolution authorizing the formation of a,n automobUe hnancing 
company, wdth an initial capital and surplus of $2,500,000, aU to be 
subscribed for by General Motors Corporation. General Motors 
Acceptance Corporation w-as organized soon after, for the purpose of 
facUitating the sales of General Motors products by providing a 
means whereby dealers and users might defer ful l payment. Al l of 
its issued stock, of $2,500,000 par value, was acquired by General 
Motors for cash or its equivalent. 

Eecords of General Motors Corporation show that, up to the close 
of 1927, 350,000 .shares of the capital stock of tnis subsidiary, of 
$36,000,000 par value, had been acquired by General Motors Cor
poration and recorded at a total value of $43,750,000, or at an average 
of $125 per share; also, that at the close of 1928 the investment in 
this stock had increased to $50,000,000. The stock issues, at $125 
per share, accounted for the 450,000 shares outsta.nding and the 
$11,250,000 of paid-in surplus shown on the balance sheet of the 
Acceptance Corporation as of December 31, 1934. Resolutions 
adopted, authorizing the acquisition by General Motors Corporation 
of the stock of the Acceptance Corporation, specified in numerous 
histances $125 per share as the purchase price. 

The investment of General Motors Corpora.tion in the stock of the 
Acceptance Corporation, which totaled $2,500,000 at the close of 
1919, had increased, as aheady stated, to $50,000,000 at the close of 
1928, At the close of 1937 an hivestment of appro.ximately $84,-
900,000 hi this subsidiary was reported, but after 1928 to the stock 
investment in this subsidiary was added the total of surplus and 
undivided profits of the subsidiary; and. except for subscriptions to 
newly issued stock amounting in aggregate par value to SB.250.000 
hi 1929 and $5,000,000 in a later year, the increases in inveirnient i n 
this subsichary as reported were aceoi'mted for by the s-ji-pl.^ find 
undi-vided profits items added. 

I n 1925, as stated in the foUo-wing discussion of General Exchr^ire 
Insurance Corporation, General Motors Accept.anoe Corpor-;-.iior. Leld 
60 percent of the outsta.nding stock of General Exoli:-nige " 
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Coi-poration, purchased for $900,000, which it sold at the same price 
to General Motors Corporation in 1926. Also, in 1927, General Motors 
Corporation sold all of the outstanding stock of the insurance cor
poration, consisting of 5,000 shares, to the acceptance corporation 
for $2,176,702. In 1935 the insurance corporation had outstanding 
40,000 shares of $4,000,000 par value, 80 of w-liich were held by 
General Motors Corporation. The other 39,920 shares, held by the 
acceptance corporation, w-ere turned over to General Motors as a 
dividend in December 1935, and recorded at the book value of 
$10,825,670. 

General Exchange Ins-urance Corporation.—Approval of the forma
tion of General Exchange Insurance Corporation, w-ith a capital of 
$500,000 and a surplus of $1,000,000, w-as voted by the finance com
mittee of General Motors on June 1, 1925. Of the 5,000 shares of 
stock authorized and issued, 60 percent was subscribed for by General 
Motors Acceptance Corporation, at $300 per share, and the remaining 
40 percent was subscribed for by General Motors Corporation at the 
same price. 

In January 1926, the officers of General Motors Corporation were 
authorized to purchase from General Motors Acceptance Corpora.tion, 
at $300 per share, the 3,000 shares held by that company; and in 
August 1927, the finance committee of General Motors Corporation 
approved the sale to General Motors Acceptance Corporation of all 
of the 5,000 outstanding shares of the insurance corporation at its 
net asset value as shown on the books of the insurance corporation 
as of June 30, 1927, or for about $2,176,702. The .activity of General 
Exchange Insurance Corporation was referred to as in realitj- a depart
ment of the activity of General Motors Acceptance Corporation. 

The capital stock of General Exchange Insurance Corporation later 
was increased to 40,000 shares of $100 par value each, and paid-in 
surplus was increased from $1,000,000 to $1,500,000. As of Decem
ber 31, 1934, 39,920 shares of the insurance corporation's stock 
were held by General Motors Acceptance Corporation and the remain
ing 80 shares were held by General Motors Corporation. In Decem
ber 1935 the 39,920 shares held by General Motors Acceptance 
Comoration w-ere turned over to General Motors Corporation as a 
di-vidend, representing a book value of $10,825,670, so that the entire 
stock of the insurance corooration was owned directly by General 
Motors Corporation as of December 31, 1935. The stock, which at 
this time and to the close of 1937 consisted of 40,000 shares of $4,000,-
000 par value, was valued in the records of the parent compa.ny at 
$10,986,886,64 as of December 31, 1935, and ,$22,754,927,44 as of 
December 31, 1937, these amounts representing net worth of the 
subsidiai-y for the resnective years. 

General Motors Holding Corporation.—The formation of Motors 
Holding Corporation, for the purpose of furnishing capital and assist
ance to dealers in cases where deemed essential so to do, was author
ized by the finance commdttee of General Motors at a meeting held 
June 17, 1929. The authorizing resolution specified as the capital 
of the new compan}-- $2,500,000 of common stock, to be subscribed for 
by General Motors as needed to meet the operating requirements of 
the business. Soon after formation, the name of the company was 
changed to General Motors Holding Corporation, Prior to the forma-
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tion of Motors Holding Corporation, General Motors had engaged in 
certain experiments to see what could be done to rehabilitate certain 
clealer situations. 

On June 9, 1930, up to w-hich time General Motors had paid a total 
of $1,650,000 on its subscription to the holding corporation's stock 
the fina.nce committee of General Motors authorized an increase in 
the authorized capital of the holding corporation to $5,000,000 and 
subscription therefor by General Motors Corporation. At an ex
ecutive committee meeting held June 11, 1931, i t was stated that up 
to that time the holding corporation's investments had been limited 
to $3,000,000, and i t was agreed at the meeting that the holding cor
poration should be permitted to increase its investments in suitable 
dealerships as opportunity offered to a total of $5,000,000, which w-as 
the amount of its authorized capital. 

General Motors' investment in the holding corporation, carried at 
net worth as shown bv the books of this subsidiary, amounted, approx
imately, to $2,790,000 at the close of 1933, $3,698,000 at the close of 
1934, and $4,650,000 at the close of 1935, I'he company was dissolved 
December 12, 1936, and the operations assumed by Motors Holding 
Division. As of December 31, 1937, the investment in dealerships 
amounted to $8,857,536,44. 

General Motors Parts Corporation.—The formation of General 
Motors Parts Corporation was approved by the executive committee 
of General Motors on December 7, 1933, Prior to 1935 this subsid
iary had issued only 100 shares of stock, of $10,000 par value, all 
acquired by General Motors. I n 1935, 900 additional shares, of 
$90,000 par value, were issued and acquired by General Motors, and 
these shares added to the 100 shares pre-\dously acquhed comprised 
the entire investment in this subsidiarj- at the time of its dissolution 
in 1936. 

General Motors Sales Corporation.—Tins company was incorporated 
under the law-s of Delaware on October 23, 1936. Its paid-in capital, 
amounting to $1,000,000, was acquired through issuance of 100,000 
shares of stock all subscribed for by General Motors Corporation. On 
December 1, 1936, the company commenced operations, consisting of • | | 
the sale and distribution of the principal products of General Motors 
Corporation. The sales activities w-ere formerly conducted by the 
following corporations, liquidated on November 30, 1936: 

Buick Motor Co. 
Cadillac Motor Car Co. 
Chevrolet Motor Co, 
Pontiac Motor Co. 
Delco Appliance Corporation 
Delco-Frigidaire Conditioning Corporation 
Frigidaire Corporation 
.Frigidaire Sales Corporation of New England 
General Motors Fleet Sales Corporation 

The performance of the sales acti-^dties formerly conducted by Olds 
Motor Works, houidated on December 31, 1936, was undertaken by 
General Motors Sales Corporation beginning January 2, 1937. 

SECTION 7. INVESTMENT, PROFITS, AND RATES OF RETURN 

Introduction.-—The investment, profits, and rates of return referred 
to in the immediately following discussion are those pertahiing to the 
consolidated operations of General Motors Corporation. The con-



sohdated operations include the di-visions and subsidiaries engaging 
in the manufacture and sale of passenger cars, commercial vehicles, 
parts and accessories, Diesel and gasoline enghies for marine and 
industrial uses and streamlined trains, airplane engines and airplanes, 
refrigeration equipment, air-conditioning equipment, heating equip
ment, lighting equipment, household apphances, and numerous 
miscellaneous items. 

A summary for the years 1927 to 1937, inclusive, of the total 
consolidated investment, the profits appl3-ing and rates of return 
thereon follows, ancl is designated as table 16. This summary shows 
four bases of investment, namely, the total investment employed, the 
total preferred and common-stock holders' investment, the common-
stock holders' investment, and the hivestment in the manufacturing 
business a.fter excluding the investment in securities and property not 
used in the current manufacturing operations. 

The investment and profits shown in the summary represent the 
investment and profits as re-vised by the Commission's accountants. 
In revising the corporation's stated investment, the accountants 
excluded the equity in the undi-vided surplus of subsidiaries not 
consolidated that had been taken up in the consolidated surplus, the 
goodw-ill and appreciation of assets, surplus, and idle property and 
construction work in progress. The latter are commented upon in 
section 8, chapter X I I . 

In the introduction to the consolidated balance sheet, it is explained 
that certahi companies in which General held a majority interest 
were not consolidated in the financial statements used in this report, 
but that General Motors' equity in the undi-sdded profits or losses of 
these corporations was taken up in General Motors' surplus. The un
divided profits, however, remained hi the possession of the subsidi
aries and ca,nnot be treated as an investment in those subsidiaries 
that were consolidated nor as cost of investment in the securities of 
those companies held by General Motors. • 

Description of investment bases.—The investment in the total busi
ness operations consists of the average of the year beginning and end 
balances of the outstanding par and stated amount of the common and 
preferred stocks, the surplus account, the surplus reserves, the re
serves for Federal, State, and foreign income taxes and borrowed 
money except trade notes. Borrowed money in this instance repre
sented deposits by employees on which the corporation contracted to 
pay interest and had use of the money in the business. The employee 
sa-ving deposits are more fully discussed on page 546. 

The total preferred and common-stock holders' investment and 
profits excludes from the total investment and total profits and bor
rowed money and interest paid. The common-stock holders' invest
ment and profits exclude from the total investment and total profits 
the borrowed money and interest and the preferred stock and pre
ferred-stock di-ridends, or the profit accruing to the common-stock 
holders after paying interest on borrowed funds and di-vidends on the 
preferred stock. 

The hivestment in the manufacturing business and profits earned 
thereon, represent the total investment and profits after excluding 
investments in securities, properties not used in the business, and. 
other outside investments and the-income and expenses thereon. 
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TABLE 16.—General Motors Corporation, consolidated investments, profits, and rates 

of return on the investment (after excluding goodwill and appreciation) apphjing to 
the total consolidated operations, 1927 lo 1937, -inclusive 

AVER.\QE INVESTMENT 

Year To ta l invest
ment 

To t a l stock
holders' in 
vestment 

To ta l com-
mon-stoclc 
holders' in 
vestment 

Tota l invest
ment in man-

ulacturing 
business 

1927 $611,660,250 
724, 861,737 
601, 189,452 
852, 425, 917 
856,889,929 
791, 473, 581 
747,804,706 
762, 4,52, 139 
810, 097, 701 

• 866,528,270 
895, 247, 782 

$594, 266, 094 
697, 911,153 
764, 270, 291 
809, 479, 884 
811,602, 103 
7,54, 869, 6 3 
723, 759, 449 
741,914,973 
789, 346, 545 
848, 170,034 
882, 215, 954 

$472, 541, 022 
563, 948, 609 
628,812,073 
647, 955,805 
62.-., 810,717 
670. 149,011 
539, 440, 174 
657, 645, 592 
605, 076, 164 
063, 900, 653 
697, 946, 573 

$460.086, 856 
4R1, 282, 948 
547,416, 324 
577, 559, 090 
630, 653, 506 
474, 754, 200 
435, 001, 954 
454, 302, 662 
508, 241, 435 
583, 919, 076 
607, 523,157 

1928 -
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 

11-year average. _ 

$611,660,250 
724, 861,737 
601, 189,452 
852, 425, 917 
856,889,929 
791, 473, 581 
747,804,706 
762, 4,52, 139 
810, 097, 701 

• 866,528,270 
895, 247, 782 

$594, 266, 094 
697, 911,153 
764, 270, 291 
809, 479, 884 
811,602, 103 
7,54, 869, 6 3 
723, 759, 449 
741,914,973 
789, 346, 545 
848, 170,034 
882, 215, 954 

$472, 541, 022 
563, 948, 609 
628,812,073 
647, 955,805 
62.-., 810,717 
670. 149,011 
539, 440, 174 
657, 645, 592 
605, 076, 164 
063, 900, 653 
697, 946, 573 

$460.086, 856 
4R1, 282, 948 
547,416, 324 
577, 559, 090 
630, 653, 506 
474, 754, 200 
435, 001, 954 
454, 302, 662 
508, 241, 435 
583, 919, 076 
607, 523,157 

1928 -
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 

11-year average. _ 792, 774, 680 765, 255, 560 507, 566, 035 514, 612, 836 

R E V I S E D P R O F I T S B E F O R E F E D E R A L A N D S T A T E I N C O M E T A X E S 

1927 ,$298, 229, 205 
331, 045, QS9 
296, 598, 238 
176, 516, 681 
133,991,727 
10, 600,184 
94.028,432 

115,826,194 
207, 580, 866 
234,415, 556 
252, 744, 534 

$297, 341, 589 
330,210, 107 
294, 580,107 
174,181, 084 
131,528, 117 

8. 824, 212 
92, 880,387 

114, 853, 323 
206, 053, 946 
283, 696,144 
252, 202, 646 

$288, 232, 259 
320,811,410 
285,101, 426 
164, 642, 424 
122, 1,52,218 

1 3S2, 176 
83,701,542 

106, 075, 103 
197,475,726 
274,517,924 
243, 024, 326 

$290,084, 366 
318,838,004 
282,113,519 
154,774,033 
118, 443, 775 
' 1, 340,430 
84,082, 794 

103,145,443 
177, 243, 204 
256, 572,007 
226, 578,100 

1928 
,$298, 229, 205 

331, 045, QS9 
296, 598, 238 
176, 516, 681 
133,991,727 
10, 600,184 
94.028,432 

115,826,194 
207, 580, 866 
234,415, 556 
252, 744, 534 

$297, 341, 589 
330,210, 107 
294, 580,107 
174,181, 084 
131,528, 117 

8. 824, 212 
92, 880,387 

114, 853, 323 
206, 053, 946 
283, 696,144 
252, 202, 646 

$288, 232, 259 
320,811,410 
285,101, 426 
164, 642, 424 
122, 1,52,218 

1 3S2, 176 
83,701,542 

106, 075, 103 
197,475,726 
274,517,924 
243, 024, 326 

$290,084, 366 
318,838,004 
282,113,519 
154,774,033 
118, 443, 775 
' 1, 340,430 
84,082, 794 

103,145,443 
177, 243, 204 
256, 572,007 
226, 578,100 

1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936-.. 
1937 

,$298, 229, 205 
331, 045, QS9 
296, 598, 238 
176, 516, 681 
133,991,727 
10, 600,184 
94.028,432 

115,826,194 
207, 580, 866 
234,415, 556 
252, 744, 534 

$297, 341, 589 
330,210, 107 
294, 580,107 
174,181, 084 
131,528, 117 

8. 824, 212 
92, 880,387 

114, 853, 323 
206, 053, 946 
283, 696,144 
252, 202, 646 

$288, 232, 259 
320,811,410 
285,101, 426 
164, 642, 424 
122, 1,52,218 

1 3S2, 176 
83,701,542 

106, 075, 103 
197,475,726 
274,517,924 
243, 024, 326 

$290,084, 366 
318,838,004 
282,113,519 
154,774,033 
118, 443, 775 
' 1, 340,430 
84,082, 794 

103,145,443 
177, 243, 204 
256, 572,007 
226, 578,100 

11-year average 

,$298, 229, 205 
331, 045, QS9 
296, 598, 238 
176, 516, 681 
133,991,727 
10, 600,184 
94.028,432 

115,826,194 
207, 580, 866 
234,415, 556 
252, 744, 534 

$297, 341, 589 
330,210, 107 
294, 580,107 
174,181, 084 
131,528, 117 

8. 824, 212 
92, 880,387 

114, 853, 323 
206, 053, 946 
283, 696,144 
252, 202, 646 

$288, 232, 259 
320,811,410 
285,101, 426 
164, 642, 424 
122, 1,52,218 

1 3S2, 176 
83,701,542 

106, 075, 103 
197,475,726 
274,517,924 
243, 024, 326 

$290,084, 366 
318,838,004 
282,113,519 
154,774,033 
118, 443, 775 
' 1, 340,430 
84,082, 794 

103,145,443 
177, 243, 204 
256, 572,007 
226, 578,100 

11-year average 200,197, 965 198,814,329 189, 541,108 182, 684, 982 

R A T E S OF R E T U R N 

1927 
Percent 

48.77 
45. 75 
37. 02 
20.71 
15. 64 

1.34 
12. 57 
15.19 
25. 62 
32.82 
28.23 

Percent 
50. 04 
47.31 
38.54 
21.52 
16. 21 
1.17 

12.83 
16. 48 
26.18 
33. 45 
28. 59 

Percent 
61,00 
56.89 
45.34 
25.41 
19. 52 
1 .07 

16.52 
18.95 
32.64 
41.35 
34.82 

Percent 
63,05 
66.24 
61.64 
26.80 
22,32 
1 .28 

19,33 
22.70 
34.87 
43. 77 
37. 30 

1928.. 
1929..: 
1930 

Percent 
48.77 
45. 75 
37. 02 
20.71 
15. 64 

1.34 
12. 57 
15.19 
25. 62 
32.82 
28.23 

Percent 
50. 04 
47.31 
38.54 
21.52 
16. 21 
1.17 

12.83 
16. 48 
26.18 
33. 45 
28. 59 

Percent 
61,00 
56.89 
45.34 
25.41 
19. 52 
1 .07 

16.52 
18.95 
32.64 
41.35 
34.82 

Percent 
63,05 
66.24 
61.64 
26.80 
22,32 
1 .28 

19,33 
22.70 
34.87 
43. 77 
37. 30 

1931 
1932 

Percent 
48.77 
45. 75 
37. 02 
20.71 
15. 64 

1.34 
12. 57 
15.19 
25. 62 
32.82 
28.23 

Percent 
50. 04 
47.31 
38.54 
21.52 
16. 21 
1.17 

12.83 
16. 48 
26.18 
33. 45 
28. 59 

Percent 
61,00 
56.89 
45.34 
25.41 
19. 52 
1 .07 

16.52 
18.95 
32.64 
41.35 
34.82 

Percent 
63,05 
66.24 
61.64 
26.80 
22,32 
1 .28 

19,33 
22.70 
34.87 
43. 77 
37. 30 

1933 

Percent 
48.77 
45. 75 
37. 02 
20.71 
15. 64 

1.34 
12. 57 
15.19 
25. 62 
32.82 
28.23 

Percent 
50. 04 
47.31 
38.54 
21.52 
16. 21 
1.17 

12.83 
16. 48 
26.18 
33. 45 
28. 59 

Percent 
61,00 
56.89 
45.34 
25.41 
19. 52 
1 .07 

16.52 
18.95 
32.64 
41.35 
34.82 

Percent 
63,05 
66.24 
61.64 
26.80 
22,32 
1 .28 

19,33 
22.70 
34.87 
43. 77 
37. 30 

1934 
1935 
1936...-
1937 

11-year average.. 

Percent 
48.77 
45. 75 
37. 02 
20.71 
15. 64 

1.34 
12. 57 
15.19 
25. 62 
32.82 
28.23 

Percent 
50. 04 
47.31 
38.54 
21.52 
16. 21 
1.17 

12.83 
16. 48 
26.18 
33. 45 
28. 59 

Percent 
61,00 
56.89 
45.34 
25.41 
19. 52 
1 .07 

16.52 
18.95 
32.64 
41.35 
34.82 

Percent 
63,05 
66.24 
61.64 
26.80 
22,32 
1 .28 

19,33 
22.70 
34.87 
43. 77 
37. 30 

1934 
1935 
1936...-
1937 

11-year average.. 25. 25 25. 98 31.72 35.60 

I Denotes loss. 

Comparison of rates of return on the various bases of investment.—By 
reference to the preceding table it will be observed that the 11-year 
average rate of return on the consolidated total hivestment was 25.25 
percent and that the rate of return on the total stockholders' invest
ment was 25.98 percent. There is very little difference in the two 
rates of retm-n but what difference there is was caused by the inclu
sion of borrowed money in the total investment. The rate of interest 
paid on borrowed money was much lower than the average rate earned 
on the total investment, therefore, the exclusion of borrowed money 
and the interest increased the rate of return on the stockholders' in-
-vestment. Borrowed money ih'the' case of this corporation repre
sented employees' saving deposits on w-hich the corporation paid in-
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terest and had use of the funds and in no case did this money cost the 
corporation more than 6 percent duriug the period imder smvey. 

A comparison of the average rate of return on the total stockholders' 
investment wdth the return on the common-stock holders' investment 
and the investment in the manufacturhig business shows a much 
w-ider variation. For illustration, the 11-year average rate of return 
on the total stockholders' investment, including preferred stock, was 
25.98 percent, on the common-stock holders' investment i t was 31,72 
percent, and 35,50 percent on the investment in the manufacturing 
business. The increase in the rate of return on the common-stock 
holders' investment as compared to the total stockholders' investment 
illustrates the leverage and the acci-iiing increase i n rate of retmn to 
the common-stock holders resulting from the fixed dividend rate of 
the preferred stock. The highest dividend rate provided for preferred 
stock w-as 7 percent while in all j-ears except 1932 the corporation 
earned a rate of return in excess of 7 percent. Therefore, the rate of 
retmn on the common-stock holders' investment would naturaUy be 
increased by the difference between the fixed rate and the average rate 
on the total investment. With regard to the year clui-ing which the 
rate of return on the total investment did not equal the fixed dividend 
rate on the preferred stock i t will be noted that the rate of return on 
the total stockholders' investment was 1,17 percent, but that after 
providing for the dividends on the preferred stock the rate of return 
on the common-stock holders' investment reflected a loss of 0.07 
percent. 

The investment in the manufactming business show-ed an even 
higher ll-j-ear average rate of return than the rate-of return on the 
common-stock holders' investment; namely, 35.50 percent on the 
manufacturing business as compared to 31.72 percent on the common-
stock holders' investment. The investment in the manufacturing 
business excludes investments in securities a.nd property not used in 
the business and other outside investments together wdth the income 
thereon but includes borrowed money. The higher rate of return on 
the investment in the manufactm-ing business as compared to the 
other bases of hivestment was caused hy the small rate of earnings on 
the securities and outside investments, as compared to the rate of 
return from the manufacture and sale of products. 

Trend of rates of return.—Aga.in by refei'ence to the summary of the 
rates of return on the consolidated operations, i t will be observed that 
the rates of return on each of the four bases indicated varied widely 
from year to year: This variation was primarUy due to the fluctua
tions in the net profit resulting from the operations. . 

As shown by the summary, the ll-j-ear average rate of retm-n on the 
total investment was 25.25 percent. This average rate resulted from 
rates of retimi varying from a gain of 48.77 percent in 1927 to a low 
of 1,34 percent in 1932. Attention is then directed to the trend of 
the rates of return. Starting with a high of 48.77 percent in 1927, 
the rate declined each year uiitU the low was reached in 1932, From 
that point the return steadily increased untU i t reached 32.82 percent 
in 1936 and dechtied in 1937 to 28.23 percent. 

The decline in the rate of return in 1937, as compared to 1936, oc
curred even though the dollar volume of sales in 1937 exceeded the 
1936 sales by approximately $167,000,000, The decline in the rate of 
return w-as caused partiaUy by an increase in the investment in the 
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business resulting from 1936 earnings that were retained in the business 
and further caused by a,n increase hi the cost of goods sold because of 
increased cost of labor and material. 

The rates of retm-n on the total stockholders' investment, the com
mon-stock holders' investment, and the hivestment hi the manufactur
ing business w-hile not identical to those of the total investment yet they 
followed approximately the same trend as the rates of retmn on the 
total investment. 

Earning power of General Motors.—The year of greatest earnings 
during the period under survey w-as 1928, when a profit before pro
vision for Federal, State, and foreign income taxes of $330,216,167 was 
realized. The next year of greatest earnings w-as 1927, closely fol
lowed by 1929, and the next best year from an earning standpoint was 
1936, when a profit of $283,961,144 was earned. In no year durhig 
the 11 years, 1927 to 1937, did the corporation fail to realize some 
profit. A very remarkable record in view of the economic depression 
in the United States. The year of lowest earnings w-as 1932, when 
$10,600,184 was earned and the highest year has previously been 
stated, and the 11-year average was $200,197,955 per year before pro
vision for income taxes, and an average of $173,236,252 after income 
and other taxes. 

The tremendous earning power of the corporation is further illus
trated by the fact that the corporation earned as high as 48.77 percent 
on the total investment, including investments in securities, and that 
the average rate of return during the 11 years was 25.25 percent. On 
its manufacturing operations the company earned as high as 66.24 
percent, and the average rate of return was 35.50 percent for the 11-
year period. 

Investment, profit, and rates of return of the motor-vehicle group.—-
There follows hereafter a summary of the investment, profit, and rates 
of return for the motor-velucle group of General Motors Corporation. 
This summary is designated as table 17. On page 487 of this report, 
the investment, profit, and rate of return have been shown for the 
com.bined operations of General Motors Corporation and consolidated 
subsidiaries. This inquiry was largely concerned with the investment 
in the motor-velucle operations and the profit resulting therefrom. 
As already stated in this report. General Motors Corporation engages 
in the manufacture and sale of numerous products aUied with the motor-
vehicle operations and also engages in the manufacture and sale of 
numerous products not closely allied w-ith the motor-vehicle industry. 
In order to establish the investment in the motor-vehicle operations 
and to determine the rates of return earned thereon, the combined 
investment and profit in all operations have been segregated so as to 
sliow the investment, profits, and rates of return by certain groups of 
products. The motor-velncle group as here used includes the Chev
rolet Division, the Buick Division, CadiUac-La Salle Division, the 
OldsmobUe Division, the Pontiac Division and the Fisher Body Divi
sion and the divisions of General Motors Sales Corporation which 
hancUe the sales of the cars just named. 

The summary of investment, profit, and rates of retmn for the 
motor-vehicle group was computed for tw-o bases of investment, 
namely, the total investment a,nd profits and the investment and 
profits of the manufacturhig business or in other words the investment 
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in the manufacture and sale of motor vehicles, parts, and accessories 
by the motor-vehicle divisions. The principles applied in determin
ing the investment and the profit of tlds group are similar in all res
pects to those applied -with regard to the total combined operations 
and as more fuUy outlined on page 486. The difference between the 
total investment and the hivestment hi the manufacturing operations 
consists of the exclusion from the total investment of the investments 
in securities, properties not used in the business and other outside in
vestments and the income and expenses applying. The amount of 
the investments in these items and the income or the expenses apply
ing were excluded from the total investment in order to arrive at the 
investment in the manufacture and sale of motor vehicles and parts 
and accessories of the motor-vehicle divisions. 

The profits shown in this summary should in theory coincide wdth 
those shown in the division of profits foUowdng the income and ex
pense statement. They do not, however, agree in exact figures for 
the reason that in computing the investment, profits, and rates of re
turn, the investment and profits in subsidiaries not consohdated was 
deducted from the investment and the income therefrom was deducted 
from the profits before computing the rates of return. I t w-as neces
sarj- to employ this method because of the practice of the corijoration 
in taking up the corporation's equity in the profits or losses of those 
subsidiaries. Insofar as the total operations of General Motors Cor
poration v;-ere concemed, the portion of the surplus representing equity 
in the undistributed profits or losses of subsidiaries was excluded as 
ledger values not employed in the business. The Commission's ac
countants, however, were not furnished with the segregation of this 
equity with respect to each group of products; therefore, the only 
avaUable method for elhninating this surplus was to eliminate the 
investment in subsidiaries not consolidated. The book value df'the 
hivestment included in the cost of the investment and the equity in 
the undistributed profits or losses of the subsidiaries. 

As indicated by the table, the 11-year average rate of return on 
the total investment in the motor-vehicle divisions w-as 29.18 percent, 
and on the investment in the manufacturing operations it was 32.32 
percent, as compared to a rate of 35.50 on the consolidated manufac
turing operations. The higher rate of return earned on the maiiu-
factui'hig and sales operations of the motor-vehicle group as com
pared to the rate of return earned on the total operations of that 
group is accounted for by the fact that the investment in securities 
and other outside investments did not produce an mcome equal to 
that produced by the investment in the manufacture and sale of 
motor vehicles and parts. The avera.ge, therefore, is low-er on the. 
total investment than on the investment in the manufacturing 
operations. 

The average rate of return of 29.18 percent on the total investment 
resulted from profits of a wddely varying yearly rate of return. For 
illustration, the rates of return on the total investment ranged from 
a loss of 1.13 percent in 1932 to a maximum rate of profit of 55.99 
percent in 1927, The rate of return earned in 1936 was 36.01 per
cent and in 1937 i t w-as 25,21 percent. The average rate of 32.32 
percent earned by the motor-veldcle group during the 11-year period 
from 1927 to 1937, inclusive, resulted from rates that ranged from a 
loss of 2.07 percent in 1932 to a maximum rate of profit of 61.43 per-
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cent in 1927. The rate of return earned in 1936 was 37,93 percent 
and during 1937 the rate of return was 25.85 percent. With regard 
to rates, it will be noted that the rate of loss on the manufacturing 
operations iu 1932 exceeded the rate of loss on the total business. 
This indicates that the rate of loss from investment and securities 
in outside operations was less than the loss resulting from the manu
facture and sale of motor velucles during this particular year. 

TABLE 17.—General Moton Corporation motor-vehicle group (including Fisher 
Body) 

INVESTMENT, PROFITS, A N D RATES OE RETURN ON THE INVESTMENT (AFTER 
EXCLUDING GOODWILL AND APPRECIATION) APPLYING TO THE MOTOR-VEHICLE 
DIVISIONS, I N C L U D I N G FISHER BODY DIVISION, FOR THE YEARS 1927 TO 1937, I N 
CLUSIVE 

Year Average in
vestment 

Investment iu 
motor-vehicle 

business 

1927 . . . $374, 015, 032 
439, 366, 640 
439, 969, 091 
434,803,132 
446, 337, 696 
403, 730, 093 
361, 396, 490 
351, 850, 043 
389, 244,4.59 
450, 844, 201 
480,420,823 

$338, 794, 722 
366, 641, 694 
380, 048, 532 
396, 888, 524 
372, 389, 656 
337, 09-4,408 
317, 692, 052 
302, 321, 830 
345, 488, 500 
429, 735, 052 
467, 160,173 

1928 . 
$374, 015, 032 
439, 366, 640 
439, 969, 091 
434,803,132 
446, 337, 696 
403, 730, 093 
361, 396, 490 
351, 850, 043 
389, 244,4.59 
450, 844, 201 
480,420,823 

$338, 794, 722 
366, 641, 694 
380, 048, 532 
396, 888, 524 
372, 389, 656 
337, 09-4,408 
317, 692, 052 
302, 321, 830 
345, 488, 500 
429, 735, 052 
467, 160,173 

1929 - . . . . . . . . 

$374, 015, 032 
439, 366, 640 
439, 969, 091 
434,803,132 
446, 337, 696 
403, 730, 093 
361, 396, 490 
351, 850, 043 
389, 244,4.59 
450, 844, 201 
480,420,823 

$338, 794, 722 
366, 641, 694 
380, 048, 532 
396, 888, 524 
372, 389, 656 
337, 09-4,408 
317, 692, 052 
302, 321, 830 
345, 488, 500 
429, 735, 052 
467, 160,173 

1930 . . . 

$374, 015, 032 
439, 366, 640 
439, 969, 091 
434,803,132 
446, 337, 696 
403, 730, 093 
361, 396, 490 
351, 850, 043 
389, 244,4.59 
450, 844, 201 
480,420,823 

$338, 794, 722 
366, 641, 694 
380, 048, 532 
396, 888, 524 
372, 389, 656 
337, 09-4,408 
317, 692, 052 
302, 321, 830 
345, 488, 500 
429, 735, 052 
467, 160,173 

1931 . . . . . 

$374, 015, 032 
439, 366, 640 
439, 969, 091 
434,803,132 
446, 337, 696 
403, 730, 093 
361, 396, 490 
351, 850, 043 
389, 244,4.59 
450, 844, 201 
480,420,823 

$338, 794, 722 
366, 641, 694 
380, 048, 532 
396, 888, 524 
372, 389, 656 
337, 09-4,408 
317, 692, 052 
302, 321, 830 
345, 488, 500 
429, 735, 052 
467, 160,173 

1932 . . . . . . . 

$374, 015, 032 
439, 366, 640 
439, 969, 091 
434,803,132 
446, 337, 696 
403, 730, 093 
361, 396, 490 
351, 850, 043 
389, 244,4.59 
450, 844, 201 
480,420,823 

$338, 794, 722 
366, 641, 694 
380, 048, 532 
396, 888, 524 
372, 389, 656 
337, 09-4,408 
317, 692, 052 
302, 321, 830 
345, 488, 500 
429, 735, 052 
467, 160,173 

1933... . . 

$374, 015, 032 
439, 366, 640 
439, 969, 091 
434,803,132 
446, 337, 696 
403, 730, 093 
361, 396, 490 
351, 850, 043 
389, 244,4.59 
450, 844, 201 
480,420,823 

$338, 794, 722 
366, 641, 694 
380, 048, 532 
396, 888, 524 
372, 389, 656 
337, 09-4,408 
317, 692, 052 
302, 321, 830 
345, 488, 500 
429, 735, 052 
467, 160,173 

1934 . . . . . . 

$374, 015, 032 
439, 366, 640 
439, 969, 091 
434,803,132 
446, 337, 696 
403, 730, 093 
361, 396, 490 
351, 850, 043 
389, 244,4.59 
450, 844, 201 
480,420,823 

$338, 794, 722 
366, 641, 694 
380, 048, 532 
396, 888, 524 
372, 389, 656 
337, 09-4,408 
317, 692, 052 
302, 321, 830 
345, 488, 500 
429, 735, 052 
467, 160,173 

1935 . . . . 

$374, 015, 032 
439, 366, 640 
439, 969, 091 
434,803,132 
446, 337, 696 
403, 730, 093 
361, 396, 490 
351, 850, 043 
389, 244,4.59 
450, 844, 201 
480,420,823 

$338, 794, 722 
366, 641, 694 
380, 048, 532 
396, 888, 524 
372, 389, 656 
337, 09-4,408 
317, 692, 052 
302, 321, 830 
345, 488, 500 
429, 735, 052 
467, 160,173 

1930 . . . . . . 

$374, 015, 032 
439, 366, 640 
439, 969, 091 
434,803,132 
446, 337, 696 
403, 730, 093 
361, 396, 490 
351, 850, 043 
389, 244,4.59 
450, 844, 201 
480,420,823 

$338, 794, 722 
366, 641, 694 
380, 048, 532 
396, 888, 524 
372, 389, 656 
337, 09-4,408 
317, 692, 052 
302, 321, 830 
345, 488, 500 
429, 735, 052 
467, 160,173 1937 . . 

$374, 015, 032 
439, 366, 640 
439, 969, 091 
434,803,132 
446, 337, 696 
403, 730, 093 
361, 396, 490 
351, 850, 043 
389, 244,4.59 
450, 844, 201 
480,420,823 

$338, 794, 722 
366, 641, 694 
380, 048, 532 
396, 888, 524 
372, 389, 656 
337, 09-4,408 
317, 692, 052 
302, 321, 830 
345, 488, 500 
429, 735, 052 
467, 160,173 

$374, 015, 032 
439, 366, 640 
439, 969, 091 
434,803,132 
446, 337, 696 
403, 730, 093 
361, 396, 490 
351, 850, 043 
389, 244,4.59 
450, 844, 201 
480,420,823 

$338, 794, 722 
366, 641, 694 
380, 048, 532 
396, 888, 524 
372, 389, 656 
337, 09-4,408 
317, 692, 052 
302, 321, 830 
345, 488, 500 
429, 735, 052 
467, 160,173 

410,2,39,426 369,168, 686 410,2,39,426 369,168, 686 

R E V I S E D P R O F I T S B E F O R E I N C O M E T A X E S 

1927 . . ._ $209, 733, 827 
220, 114, 187 
190,167, 531 
112, 453, 790 
97, 437, 279 
1 4, 659, 992 
65, 313,138 
61, 206, 271 

118,176, 526 
104,498, 588 
121, 095, 202 

$208, 134, 435 
215, 899, 051 
187,182, 780 
109, 023, 779 
94,414,022 
' 6, 973, 250 
63, 778, 019 
50, 204, 309 

116, 62.5,067 
163, 015,802 
120, 749,942 

1928 . . . . . 
$209, 733, 827 

220, 114, 187 
190,167, 531 
112, 453, 790 
97, 437, 279 
1 4, 659, 992 
65, 313,138 
61, 206, 271 

118,176, 526 
104,498, 588 
121, 095, 202 

$208, 134, 435 
215, 899, 051 
187,182, 780 
109, 023, 779 
94,414,022 
' 6, 973, 250 
63, 778, 019 
50, 204, 309 

116, 62.5,067 
163, 015,802 
120, 749,942 

1929 . . . . . . 

$209, 733, 827 
220, 114, 187 
190,167, 531 
112, 453, 790 
97, 437, 279 
1 4, 659, 992 
65, 313,138 
61, 206, 271 

118,176, 526 
104,498, 588 
121, 095, 202 

$208, 134, 435 
215, 899, 051 
187,182, 780 
109, 023, 779 
94,414,022 
' 6, 973, 250 
63, 778, 019 
50, 204, 309 

116, 62.5,067 
163, 015,802 
120, 749,942 

1930 

$209, 733, 827 
220, 114, 187 
190,167, 531 
112, 453, 790 
97, 437, 279 
1 4, 659, 992 
65, 313,138 
61, 206, 271 

118,176, 526 
104,498, 588 
121, 095, 202 

$208, 134, 435 
215, 899, 051 
187,182, 780 
109, 023, 779 
94,414,022 
' 6, 973, 250 
63, 778, 019 
50, 204, 309 

116, 62.5,067 
163, 015,802 
120, 749,942 

1931 . . . . . 

$209, 733, 827 
220, 114, 187 
190,167, 531 
112, 453, 790 
97, 437, 279 
1 4, 659, 992 
65, 313,138 
61, 206, 271 

118,176, 526 
104,498, 588 
121, 095, 202 

$208, 134, 435 
215, 899, 051 
187,182, 780 
109, 023, 779 
94,414,022 
' 6, 973, 250 
63, 778, 019 
50, 204, 309 

116, 62.5,067 
163, 015,802 
120, 749,942 

1932 . . . . . . 

$209, 733, 827 
220, 114, 187 
190,167, 531 
112, 453, 790 
97, 437, 279 
1 4, 659, 992 
65, 313,138 
61, 206, 271 

118,176, 526 
104,498, 588 
121, 095, 202 

$208, 134, 435 
215, 899, 051 
187,182, 780 
109, 023, 779 
94,414,022 
' 6, 973, 250 
63, 778, 019 
50, 204, 309 

116, 62.5,067 
163, 015,802 
120, 749,942 

1933 . . . . . . 

$209, 733, 827 
220, 114, 187 
190,167, 531 
112, 453, 790 
97, 437, 279 
1 4, 659, 992 
65, 313,138 
61, 206, 271 

118,176, 526 
104,498, 588 
121, 095, 202 

$208, 134, 435 
215, 899, 051 
187,182, 780 
109, 023, 779 
94,414,022 
' 6, 973, 250 
63, 778, 019 
50, 204, 309 

116, 62.5,067 
163, 015,802 
120, 749,942 

19.34 

$209, 733, 827 
220, 114, 187 
190,167, 531 
112, 453, 790 
97, 437, 279 
1 4, 659, 992 
65, 313,138 
61, 206, 271 

118,176, 526 
104,498, 588 
121, 095, 202 

$208, 134, 435 
215, 899, 051 
187,182, 780 
109, 023, 779 
94,414,022 
' 6, 973, 250 
63, 778, 019 
50, 204, 309 

116, 62.5,067 
163, 015,802 
120, 749,942 

1935 . . . . . 

$209, 733, 827 
220, 114, 187 
190,167, 531 
112, 453, 790 
97, 437, 279 
1 4, 659, 992 
65, 313,138 
61, 206, 271 

118,176, 526 
104,498, 588 
121, 095, 202 

$208, 134, 435 
215, 899, 051 
187,182, 780 
109, 023, 779 
94,414,022 
' 6, 973, 250 
63, 778, 019 
50, 204, 309 

116, 62.5,067 
163, 015,802 
120, 749,942 

1936 . . . . . . . - . 

$209, 733, 827 
220, 114, 187 
190,167, 531 
112, 453, 790 
97, 437, 279 
1 4, 659, 992 
65, 313,138 
61, 206, 271 

118,176, 526 
104,498, 588 
121, 095, 202 

$208, 134, 435 
215, 899, 051 
187,182, 780 
109, 023, 779 
94,414,022 
' 6, 973, 250 
63, 778, 019 
50, 204, 309 

116, 62.5,067 
163, 015,802 
120, 749,942 1937 . . . . . 

$209, 733, 827 
220, 114, 187 
190,167, 531 
112, 453, 790 
97, 437, 279 
1 4, 659, 992 
65, 313,138 
61, 206, 271 

118,176, 526 
104,498, 588 
121, 095, 202 

$208, 134, 435 
215, 899, 051 
187,182, 780 
109, 023, 779 
94,414,022 
' 6, 973, 250 
63, 778, 019 
50, 204, 309 

116, 62.5,067 
163, 015,802 
120, 749,942 

11-year average . 

$209, 733, 827 
220, 114, 187 
190,167, 531 
112, 453, 790 
97, 437, 279 
1 4, 659, 992 
65, 313,138 
61, 206, 271 

118,176, 526 
104,498, 588 
121, 095, 202 

$208, 134, 435 
215, 899, 051 
187,182, 780 
109, 023, 779 
94,414,022 
' 6, 973, 250 
63, 778, 019 
50, 204, 309 

116, 62.5,067 
163, 015,802 
120, 749,942 

11-year average . 121, 447, 738 119, 332,178 121, 447, 738 119, 332,178 

R A T E OP R E T U R N , P E R C E N T 

1927 55. 99 
50.10 
43.22 
25.80 
20.83 
' 1.13 
15.31 
14.57 
30.36 
36. 01 
26. 21 

61.43 
58. 89 
48. 41 
27.02 
25. 35 

1 2. 07 
16.93 
16. 61 
33. 76 
37. 93 
25.85 

55. 99 
50.10 
43.22 
25.80 
20.83 
' 1.13 
15.31 
14.57 
30.36 
36. 01 
26. 21 

61.43 
58. 89 
48. 41 
27.02 
25. 35 

1 2. 07 
16.93 
16. 61 
33. 76 
37. 93 
25.85 

1920 . 

55. 99 
50.10 
43.22 
25.80 
20.83 
' 1.13 
15.31 
14.57 
30.36 
36. 01 
26. 21 

61.43 
58. 89 
48. 41 
27.02 
25. 35 

1 2. 07 
16.93 
16. 61 
33. 76 
37. 93 
25.85 

1930. . 

55. 99 
50.10 
43.22 
25.80 
20.83 
' 1.13 
15.31 
14.57 
30.36 
36. 01 
26. 21 

61.43 
58. 89 
48. 41 
27.02 
25. 35 

1 2. 07 
16.93 
16. 61 
33. 76 
37. 93 
25.85 

1931 

55. 99 
50.10 
43.22 
25.80 
20.83 
' 1.13 
15.31 
14.57 
30.36 
36. 01 
26. 21 

61.43 
58. 89 
48. 41 
27.02 
25. 35 

1 2. 07 
16.93 
16. 61 
33. 76 
37. 93 
25.85 

1932... . . . . . 

55. 99 
50.10 
43.22 
25.80 
20.83 
' 1.13 
15.31 
14.57 
30.36 
36. 01 
26. 21 

61.43 
58. 89 
48. 41 
27.02 
25. 35 

1 2. 07 
16.93 
16. 61 
33. 76 
37. 93 
25.85 

1933 . . . . . . . 

55. 99 
50.10 
43.22 
25.80 
20.83 
' 1.13 
15.31 
14.57 
30.36 
36. 01 
26. 21 

61.43 
58. 89 
48. 41 
27.02 
25. 35 

1 2. 07 
16.93 
16. 61 
33. 76 
37. 93 
25.85 

1934 . . . . . . . . 

55. 99 
50.10 
43.22 
25.80 
20.83 
' 1.13 
15.31 
14.57 
30.36 
36. 01 
26. 21 

61.43 
58. 89 
48. 41 
27.02 
25. 35 

1 2. 07 
16.93 
16. 61 
33. 76 
37. 93 
25.85 

1933 . 

55. 99 
50.10 
43.22 
25.80 
20.83 
' 1.13 
15.31 
14.57 
30.36 
36. 01 
26. 21 

61.43 
58. 89 
48. 41 
27.02 
25. 35 

1 2. 07 
16.93 
16. 61 
33. 76 
37. 93 
25.85 

1930 . - . . . . . . . . 

55. 99 
50.10 
43.22 
25.80 
20.83 
' 1.13 
15.31 
14.57 
30.36 
36. 01 
26. 21 

61.43 
58. 89 
48. 41 
27.02 
25. 35 

1 2. 07 
16.93 
16. 61 
33. 76 
37. 93 
25.85 1937 

55. 99 
50.10 
43.22 
25.80 
20.83 
' 1.13 
15.31 
14.57 
30.36 
36. 01 
26. 21 

61.43 
58. 89 
48. 41 
27.02 
25. 35 

1 2. 07 
16.93 
16. 61 
33. 76 
37. 93 
25.85 

55. 99 
50.10 
43.22 
25.80 
20.83 
' 1.13 
15.31 
14.57 
30.36 
36. 01 
26. 21 

61.43 
58. 89 
48. 41 
27.02 
25. 35 

1 2. 07 
16.93 
16. 61 
33. 76 
37. 93 
25.85 

29.18 32. 32 29.18 32. 32 

1 Loss, 

Investment, profits, and rates of return—accessories and -parts 
group.—There foUow-s a statement of the investment, profits and 
rates of return for the accessories and parts group of General Motors 
Corporation. This statement is designated as table 18. Pre-piously 
in tliis report,'the investment, profits, and rates of return have been 
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sho-wn for the combined operations cf General Motors Corporation 
and consohdated subsidiaries. The combined investment and 
profits in all operations were then segregated so as to show the invest
ment, profits, and rates of return by certain groups of products. 
The group of products now- under discussion con,sists of the acces
sories and parts operations as miore defiiutely outlined on page 433. 
• The statement of investment, profits, and rates of return for the 
accessories and parts group were computed for two bases of invest
ment, namely, the total investment and profits and the investment 
a.nd profits of the manufacturing business or the investment in the 
manufacture and sale of accessories and parts. The principles 
applied in determining the investment and the profit have been 
previously stated and are not repeated here. The difference be
tw-een the total investment and the investment in the manufacturing 
operations results from investments in secuiities, properties not used 
in the business, and other outside investments, and the income and 
expenses applying, that have been excluded from the total invest
ment in order to arrive at the investment in the manufacture and sale 
of accessories and parts. 

The profits show-n in this summary should in theory coincide with 
those shown in the di-\dsion of profits foUowing the income and ex
pense statement. They do not, how-ever, agree in exact figures for 
the reason that in computing the investment, profits, and rates of 
return, the hivestment and profits in subsidiaries not consolidated 
was deducted from the investment and the income therefrom w-as 
deducted from the profits before computing the rates of return. I t 
was necessary to emploj- tliis method because of the practice of the 
corporation in taking up the corporation's equity in the profits or 
losses in the undivided equitj- of those subsidiaries. Insofar as the 
total operations of General Motors Corporation were concerned, the 
portion of the surplus representhig equity in the luidistributed profits 
or losses of subsidiaries not consolidated, was excluded as book values 
not employed in the business. The Commission's accountants, how
ever, were not furnished with the segregation of tins equity -with 
respect to each group of products; therefore, the only avaUable method 
for eliminating this surplus was to ehminate the investment in sub
sidiaries not consolidated. The book value of the investment in
cluded in the cost of the investment and the equity in the undis
tributed profits or losses of the subsidiaries. 

The next table shows that the 11-year average rate of return 
earned on the total hivestment in the parts and accessories group 
was 53.17 percent, and on the investment in the manufacturing 
operations of that group it w-as 57.94 percent, as compared to a rate 
of 32.32 percent on the new motor-velucle-manufacturing operations. 

The difference in the rates for the accessories and parts group is 
accounted for by the fact that the investment in securities and o-ther 
outside hivestments did not produce an income equal to that pro
duced by the investment in the accessories and parts operations, a.nd 
therefore the average is lower on the total investment than on the 
investment in the manitfacturing operations. 

The average rate of retm-n on the total investment resulted from 
profits representing a yearly rate of return of widely varyhig propor
tions. For illustration, the rates of return on the total investment 
ranged from 14,48 percent in 1932 to as high as 78,41 percent in 1928, 
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and in 1936 the rate was 66,90 percent, and in 1937 i t w-as 54,85 
percent. The yearly rates of return earned on the investment in the 
accessories and parts manufacturing operations ranged from 16,33 
percent in 1932 to a liigh of 87.13 percent in 1928, and were 70,16 
percent in 1936 and 56 percent in 1937. 

TABLE 18,—General Motors Corporation (accessories and parts group) 

INVESTMENT, PROFITS, A N D BATES OF RETURN ON THE INVESTMENT (AFTER 
E X C L U D I N G GOODWILL A N D APPRECIATION) APPLYING TO THE ACCESSORIES 
A N D PARTS GROUP FOR THE YEARS 1927 TO 1937, INCLUSIVE 

Ye.'ir Tota l i n 
vestment 

Investment 
i n acces

sories and 
parts 

.business 

Year To ta l i n 
vestment 

Investment 
i n acces

sories and 
parts 

business 

1927 .$77,902,472 
88, 302, 222 
90,412, 268 
87, 774, 951 
85, 386,115 
74, 514, 536 
68, 837, 0,32 

$75, 145. 80'; 
78. 063, 910 
83, 258. 076 
SO, 707, 677 
72,534, 700 
03, 072, 765 
61,2,54,288 

1934 $71,094, 204 
71,107, ,554 
93, 294, 705 

105, 397, .597 

$52, 889, 587 
69,882,483 
87. 60S. 303 

103,139, 485 

1928 . 
.$77,902,472 

88, 302, 222 
90,412, 268 
87, 774, 951 
85, 386,115 
74, 514, 536 
68, 837, 0,32 

$75, 145. 80'; 
78. 063, 910 
83, 258. 076 
SO, 707, 677 
72,534, 700 
03, 072, 765 
61,2,54,288 

1936 
$71,094, 204 

71,107, ,554 
93, 294, 705 

105, 397, .597 

$52, 889, 587 
69,882,483 
87. 60S. 303 

103,139, 485 
1929 

.$77,902,472 
88, 302, 222 
90,412, 268 
87, 774, 951 
85, 386,115 
74, 514, 536 
68, 837, 0,32 

$75, 145. 80'; 
78. 063, 910 
83, 258. 076 
SO, 707, 677 
72,534, 700 
03, 072, 765 
61,2,54,288 

1936 . 

$71,094, 204 
71,107, ,554 
93, 294, 705 

105, 397, .597 

$52, 889, 587 
69,882,483 
87. 60S. 303 

103,139, 485 1930 

.$77,902,472 
88, 302, 222 
90,412, 268 
87, 774, 951 
85, 386,115 
74, 514, 536 
68, 837, 0,32 

$75, 145. 80'; 
78. 063, 910 
83, 258. 076 
SO, 707, 677 
72,534, 700 
03, 072, 765 
61,2,54,288 

1937 

$71,094, 204 
71,107, ,554 
93, 294, 705 

105, 397, .597 

$52, 889, 587 
69,882,483 
87. 60S. 303 

103,139, 485 
1931 

.$77,902,472 
88, 302, 222 
90,412, 268 
87, 774, 951 
85, 386,115 
74, 514, 536 
68, 837, 0,32 

$75, 145. 80'; 
78. 063, 910 
83, 258. 076 
SO, 707, 677 
72,534, 700 
03, 072, 765 
61,2,54,288 

11-year average 

$71,094, 204 
71,107, ,554 
93, 294, 705 

105, 397, .597 

$52, 889, 587 
69,882,483 
87. 60S. 303 

103,139, 485 

1933 . . . 

.$77,902,472 
88, 302, 222 
90,412, 268 
87, 774, 951 
85, 386,115 
74, 514, 536 
68, 837, 0,32 

$75, 145. 80'; 
78. 063, 910 
83, 258. 076 
SO, 707, 677 
72,534, 700 
03, 072, 765 
61,2,54,288 

11-year average 83, 811, ?47 70, 250, 033 
1933 

.$77,902,472 
88, 302, 222 
90,412, 268 
87, 774, 951 
85, 386,115 
74, 514, 536 
68, 837, 0,32 

$75, 145. 80'; 
78. 063, 910 
83, 258. 076 
SO, 707, 677 
72,534, 700 
03, 072, 765 
61,2,54,288 

83, 811, ?47 70, 250, 033 

REVISED PROFITS BEFORE INCOME TAXES 

1927 $56,252, 841 
09, 159,163 
62.45.9, 027 
35, 098, 357 
31, 127. 164 
10, 790, 494 
26,981,7,38 

$55, 727, 948 
68, 535,133 
61, 9.S6, n.)9 
34, 491, 361 
30, 625, 247 
10, 39S, 858 
26,713, 2.57 

1934 $34,814, 855 
43, 985, 300 
61, 713, ICS 
57, 816, 100 

$34, 585, 889 
43, 7C5, 320 
eLlO.I, 933 
57, 756, 980 

1928... 
$56,252, 841 

09, 159,163 
62.45.9, 027 
35, 098, 357 
31, 127. 164 
10, 790, 494 
26,981,7,38 

$55, 727, 948 
68, 535,133 
61, 9.S6, n.)9 
34, 491, 361 
30, 625, 247 
10, 39S, 858 
26,713, 2.57 

19,35 
$34,814, 855 

43, 985, 300 
61, 713, ICS 
57, 816, 100 

$34, 585, 889 
43, 7C5, 320 
eLlO.I, 933 
57, 756, 980 

1929 

$56,252, 841 
09, 159,163 
62.45.9, 027 
35, 098, 357 
31, 127. 164 
10, 790, 494 
26,981,7,38 

$55, 727, 948 
68, 535,133 
61, 9.S6, n.)9 
34, 491, 361 
30, 625, 247 
10, 39S, 858 
26,713, 2.57 

1936 

$34,814, 855 
43, 985, 300 
61, 713, ICS 
57, 816, 100 

$34, 585, 889 
43, 7C5, 320 
eLlO.I, 933 
57, 756, 980 1930 

$56,252, 841 
09, 159,163 
62.45.9, 027 
35, 098, 357 
31, 127. 164 
10, 790, 494 
26,981,7,38 

$55, 727, 948 
68, 535,133 
61, 9.S6, n.)9 
34, 491, 361 
30, 625, 247 
10, 39S, 858 
26,713, 2.57 

1937 

$34,814, 855 
43, 985, 300 
61, 713, ICS 
57, 816, 100 

$34, 585, 889 
43, 7C5, 320 
eLlO.I, 933 
57, 756, 980 

10? 1 

$56,252, 841 
09, 159,163 
62.45.9, 027 
35, 098, 357 
31, 127. 164 
10, 790, 494 
26,981,7,38 

$55, 727, 948 
68, 535,133 
61, 9.S6, n.)9 
34, 491, 361 
30, 625, 247 
10, 39S, 858 
26,713, 2.57 

U-year average. . 

$34,814, 855 
43, 985, 300 
61, 713, ICS 
57, 816, 100 

$34, 585, 889 
43, 7C5, 320 
eLlO.I, 933 
57, 756, 980 

1933 

$56,252, 841 
09, 159,163 
62.45.9, 027 
35, 098, 357 
31, 127. 164 
10, 790, 494 
26,981,7,38 

$55, 727, 948 
68, 535,133 
61, 9.S6, n.)9 
34, 491, 361 
30, 625, 247 
10, 39S, 858 
26,713, 2.57 

U-year average. . 44, 506,191 44, ISO, 092 

RATE OF RETURN 

1927. 
1928 
1929, 
1930 
1931 
1932 
1933 

Percent Percent 
70.40 74.10 
7,8.41 87.13 
09. 08 74. 45 
,39. 99 42. 74 
36.45 42. 32 
14.48 16. 33 
39.20 43. l i l 

1934 
1935 
1930 
1937 

U-year average. 

Percent 
48. 97 
57.04 
66.90 
54.85 

63.17 

Percent 
54.99 
62.64 
70.16 
56.00 

57.94 

Investment, profits, and rates of return for other-products group.— 
The next table, designated as table 19, presents a summary of the 
investment, profits, and rates of return for the so-called other-prod
ucts group. As stated previously in this report, this incpiiry -was 
particularly concerned with the motor vehicles ancl the motor-vehicle 
accessories and parts operations of General Motors Corporation. In 
view of the fact that the corporation's combined operations comprised 
ma.nj'- acti-vities other than the former, an effort w-as made to segre
gate these operations by preparing pro forma balance sheets a.nd 
income and expense statements for certain groupings of the corpora
tion's activities. More specifically, the motor-vehicle group, includ
ing Fisller Body Division, w-as segregated; then accessories and parts 
group was segregated; a.nd all other operations and investments, 
including a major part of the investment in securities of other cor
porations, w-as grouped and designated as other-products group. 

With regard to the latter group, attention is directed to the fact 
that a large proportion of tins investment consists of investment in 
the securities of corporations not consolidated as a part of General 
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Motors operations, and more specificaUy it includes the investment 
in foreign subsidiaries, such as Adam Opel A. G, and Vauxhall Motors, 
Ltd,, and the investment in General Motors Acceptance Corporation, 
General Exchange Insurance Corporation, Yellow- Truck & Coach 
Manufacturing Co., and others, all as outhned on page 442. 

The investment, profits, and rates of return of the so-called other-
products group were computed for two bases of investment, namely, 
total investment and profits and the investment and profits of the 
manufacturmg business after eUminating mvestments in securities 
and properties not used in the manufacturing operations. The same 
principles w-ere applied in determining the investment and profit for 
this group as those apphed in determining the investment and profits 
for the combined operations. These principles are fully outlined on 
page 523 and are not repeated here. 

The profits shown in tins summary should in theory coincide with 
those showm in the division of profits following the income and expense 
statement. They do not, how-ever, agree in exact figures, for the 
reason that in computing the investment, profits, and rates of return, 
the investment and profits in subsidiaries not consolidated was 
deducted from the investment, and the income therefrom w-as deducted 
from the profits before computing the rates of i'cturn. I t was neces
sary to employ this method because of the practice of the corporation 
in taldng up the corporation's equity in the profits or losses of those 
subsidiaries. Insofar as the total operations of General Motors 
Corporation were concerned, the portion of the surplus representing 
equity in the undistributed profits or losses of subsidiaries w-as ex
cluded as book values not employed in the business. The Commis
sion's accoimtants, however, w-ere not furnished with the segregation 
of tlus equity wdth respect to each group of products; therefore, the 
only available method for ehminating this surplus was to elimhiate 
the investment in subsidiaries not consolidated. The book value of 
the investment included the cost of the investment and the eqiuty in 
the undistributed profits or losses of the subsidiaries. 

The summary -which follows indicates that the average rate of return 
earned on the total investm.ent durmg the 11 years of the period from 
1927 to 1937, inclusive, was 7.32 percent, and the rate of return for the 
same period on the investment in the manufacture and sale of other 
products was 20.34 percent, as compa.red to rates of 35.50 percent for 
the consolidated manufacturing operations, 32.32 percent for the 
motor-vehicle group, and 57.94 percent for the accessories and parts 
group. This wdde variation of the rates of return on the total invest
ment and on the hivestment in the manufacturing oî erations for the 
other-products group is accounted for by the fact that this group 
includes a greater percentage of the total investment in secmities and 
other outside hivestments as compared to the investment in the 
manufacture and sale of other products. The rate of return earned 
on the hivestment in securities and other outside investments was 
much lower than earned on the investment in the manufacture and 
sale of other products; therefore, the rate of investment in securities 
and other outside operations caused the average rate to be much 
lower than the rate earned on the manufacture and sale of other 
products. 

The average rate of return earned dming the 11-year period resulted 
from wddely varying yearly rates of return. For illustration, the rate 
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of return for the total investment varied from a loss of 1.86 percent in 
1931 to a maximum gam of 20.37 percent in 1928, while the average 
rate.of return on the investment in the m.anufactm-e and sale of other 
products ranged from a loss of 6.22 percent in 1931 to a maximum gain, 
of 49,17 percent in 1928. The rate of return earned on investment in 
the manufacture and sale of other products hi 1936 w-as 32.83 percent 
and increased to 47.27 percent in 1937. 

TABLE 19.—General Motors Corporation (other-prod-ucls group) 

INVESTMENT, PROFITS, AND RATES OP R E T U R N ON T H E INVESTMENT (AFTER 
E X C L U D I N G GOODWILL AND APPRECIATION) APPLYING TO T H E OTHER-PROD
UCTS GROUP, EXCLUSIVE OF THE MOTOR-VEHICLE DIVISIONS AND FISHER BODY 
A N D T H E ACCESSORIES AND PARTS GROUP 

Year 
Average i n 

vestment 

Investment 
in otlier 

manufac
tur ing 

Year Average i n 
vestment 

Investment 
i n other 

manufac
tu r ing 

1927 $138,851,611 
173, 265, 301 
247,420, 851 
311,929.843 
30.5,047.904 
2S7, 136. 928 
283, 842, 332 

$.59, 302, 937 
09, 970, 609 
99, 177,233 

123, 437, 949 
10.5,796, 247 
88, 669', 106 
88, 856, 609 

1934. $302, 921.036 
301, 936, 691 
302, 618,177 
310,847,466 

$101, 298, 633 
103,167, 670 
94, 031, 734 

102,160, 815 

1938 
$138,851,611 

173, 265, 301 
247,420, 851 
311,929.843 
30.5,047.904 
2S7, 136. 928 
283, 842, 332 

$.59, 302, 937 
09, 970, 609 
99, 177,233 

123, 437, 949 
10.5,796, 247 
88, 669', 106 
88, 856, 609 

$302, 921.036 
301, 936, 691 
302, 618,177 
310,847,466 

$101, 298, 633 
103,167, 670 
94, 031, 734 

102,160, 815 
1920 

$138,851,611 
173, 265, 301 
247,420, 851 
311,929.843 
30.5,047.904 
2S7, 136. 928 
283, 842, 332 

$.59, 302, 937 
09, 970, 609 
99, 177,233 

123, 437, 949 
10.5,796, 247 
88, 669', 106 
88, 856, 609 

1930 

$302, 921.036 
301, 936, 691 
302, 618,177 
310,847,466 

$101, 298, 633 
103,167, 670 
94, 031, 734 

102,160, 815 1930 
1931 

$138,851,611 
173, 265, 301 
247,420, 851 
311,929.843 
30.5,047.904 
2S7, 136. 928 
283, 842, 332 

$.59, 302, 937 
09, 970, 609 
99, 177,233 

123, 437, 949 
10.5,796, 247 
88, 669', 106 
88, 856, 609 

1937 

U-year average... 

$302, 921.036 
301, 936, 691 
302, 618,177 
310,847,466 

$101, 298, 633 
103,167, 670 
94, 031, 734 

102,160, 815 

1932 
1933 

$138,851,611 
173, 265, 301 
247,420, 851 
311,929.843 
30.5,047.904 
2S7, 136. 928 
283, 842, 332 

$.59, 302, 937 
09, 970, 609 
99, 177,233 

123, 437, 949 
10.5,796, 247 
88, 669', 106 
88, 856, 609 

1937 

U-year average... 270,895, 278 94, 227, 774 

REVISED PROFITS BEFORE INCOME TAXES 

1927 $i6,264, 205 
35, 291, 050 
33, 071, 444 
11, 4.58, 437 
1 5, 671, 784 
1 4, 004, 423 

4, 222, 699 

$25, 645, 218 
34, 401, 948 
33, 019, 378 
10, 069, 740 
1 o; 585,033 
I 4, 700, 742 

3; 593, 085 

1934, $18,803,876 
17, 639, 038 
31, 889, 407 

.48,421,045 

$18, 367, 721 
17,149,134 
31,081,423 
48, 294, 349 

1928 
$i6,264, 205 
35, 291, 050 
33, 071, 444 
11, 4.58, 437 
1 5, 671, 784 
1 4, 004, 423 

4, 222, 699 

$25, 645, 218 
34, 401, 948 
33, 019, 378 
10, 069, 740 
1 o; 585,033 
I 4, 700, 742 

3; 593, 085 

1935, 
$18,803,876 
17, 639, 038 
31, 889, 407 

.48,421,045 

$18, 367, 721 
17,149,134 
31,081,423 
48, 294, 349 

1929 

$i6,264, 205 
35, 291, 050 
33, 071, 444 
11, 4.58, 437 
1 5, 671, 784 
1 4, 004, 423 

4, 222, 699 

$25, 645, 218 
34, 401, 948 
33, 019, 378 
10, 069, 740 
1 o; 585,033 
I 4, 700, 742 

3; 593, 085 

1936 

$18,803,876 
17, 639, 038 
31, 889, 407 

.48,421,045 

$18, 367, 721 
17,149,134 
31,081,423 
48, 294, 349 1930 

$i6,264, 205 
35, 291, 050 
33, 071, 444 
11, 4.58, 437 
1 5, 671, 784 
1 4, 004, 423 

4, 222, 699 

$25, 645, 218 
34, 401, 948 
33, 019, 378 
10, 069, 740 
1 o; 585,033 
I 4, 700, 742 

3; 593, 085 

1937 

$18,803,876 
17, 639, 038 
31, 889, 407 

.48,421,045 

$18, 367, 721 
17,149,134 
31,081,423 
48, 294, 349 

1931 

$i6,264, 205 
35, 291, 050 
33, 071, 444 
11, 4.58, 437 
1 5, 671, 784 
1 4, 004, 423 

4, 222, 699 

$25, 645, 218 
34, 401, 948 
33, 019, 378 
10, 069, 740 
1 o; 585,033 
I 4, 700, 742 

3; 593, 085 
11-year average... 

$18,803,876 
17, 639, 038 
31, 889, 407 

.48,421,045 

$18, 367, 721 
17,149,134 
31,081,423 
48, 294, 349 

1933 
1933 

$i6,264, 205 
35, 291, 050 
33, 071, 444 
11, 4.58, 437 
1 5, 671, 784 
1 4, 004, 423 

4, 222, 699 

$25, 645, 218 
34, 401, 948 
33, 019, 378 
10, 069, 740 
1 o; 585,033 
I 4, 700, 742 

3; 593, 085 
11-year average... 19, 816,823 19,161, 791 

RATES OF RETURN 

1927. 
1928 
1929, 
1930 
1931 
193,2 
1933. 

Percent Percent 
18.93 43.03 
20. 37 49.17 
13. 01 33.29 
3.67 8.64 

1 1.86 1 6. 22 
1 1.39 < 5. 37 

1.49 4.04 

1934 
1935 
1936 
1037 

11-year average.. 

Percent 
6.21 
5.69 

10. 54 
15. 28 

7.32 

Percent 
18.13 
16.02 
32. 83 
47.27 

20.34 

' Loss, 

Summary comparing rates of return on the investment in the manufac
turing operations, by groups of products.—The investment, profits, and 
rates of return have heretofore been shown on various bases for the 
total combined operations of General Motors and certain divisions of 
the combined operations, such as for the motor-vehicle group, the 
accessories and parts group, and for the other-products group. The 
rates of return earned on the manufactm-ing operations by each group 
is now- summarized and compared to the rate of return earned by aU 
of the groups of products combined. With regard to this comparative 
stateinent of rates of return, it should be clearly understood that these 
rates apply to the rate of return earned on the manufacture and sale of 
products after excludhig investments in securities, properties not used 
in the business, and otlier outside investments from the total invest
ment and after deducting goodwdll and appreciation. 



FEDERAL TRADE COMMISSION 

By reference to the summary of comparative rates, it will be ob
served that the average rate of return earned on the entire combined 
operations for the 11-year period from 1927 to 1937, inclusive, was 
35.50 percent. This rate of return for all manufactm-ing operations 
combined resulted from the rate of 32.32 percent earned by the motor-
vehicle group, a rate of 57.94 percent earned by the accessories and 
parts group, and 20,34 percent earned on the manufacture and sale of 
other products. From these rates, it w-Ul be noted that the accessories 
and parts earned the highest rate of return, the motor-vehicles group 
was second, a,nd other products much lower than either of the other 
groups of operations. 

TABLE 20.—General Motors Corporation—Summary comparing rates of return on 
the investment manufacturing operations, by groups of products, 19S7 to 1937, 
inclusive 

Year 
Motor-
vehicle 
group 

Accesso
ries and 
parts 
group 

Other-
products 

group 

All 
groups 
com
bined 

Year 
Motor-
vehicle 
group 

Accesso
ries and 

parts 
group 

Other-
products 

group 

All 
groups 
com
bined 

1937 . . 
Percent 

61.43 
.58.89 
48.41 
37. 63 
35.35 
1 2.07 
16. 93 

Percent 
74.16 
87.13 
74.45 
42. 74 
42.22 
10.33 
43.61 

Percent 
43.08 
49.17 
33.29 
8.64 

1 6. 32 
' 5. 37 
4.04 

Percent 
63. 05 
66. 24 
51.54 
26.80 
22. 32 
' .28 

19.33 

1934. 
Percent 

16. 61 
33. 76 
37.93 
25.86 

Percent 
54.99 
62. 64 
70. 16 
60.00 

Percent 
18.13 
10. 62 
32.83 
47. 27 

Percent 
23. 70 
34.87 
43. 77 
37.30 

1928 .. 

Percent 
61.43 
.58.89 
48.41 
37. 63 
35.35 
1 2.07 
16. 93 

Percent 
74.16 
87.13 
74.45 
42. 74 
42.22 
10.33 
43.61 

Percent 
43.08 
49.17 
33.29 
8.64 

1 6. 32 
' 5. 37 
4.04 

Percent 
63. 05 
66. 24 
51.54 
26.80 
22. 32 
' .28 

19.33 

1935 

Percent 
16. 61 
33. 76 
37.93 
25.86 

Percent 
54.99 
62. 64 
70. 16 
60.00 

Percent 
18.13 
10. 62 
32.83 
47. 27 

Percent 
23. 70 
34.87 
43. 77 
37.30 

1929 

Percent 
61.43 
.58.89 
48.41 
37. 63 
35.35 
1 2.07 
16. 93 

Percent 
74.16 
87.13 
74.45 
42. 74 
42.22 
10.33 
43.61 

Percent 
43.08 
49.17 
33.29 
8.64 

1 6. 32 
' 5. 37 
4.04 

Percent 
63. 05 
66. 24 
51.54 
26.80 
22. 32 
' .28 

19.33 

1936 

Percent 
16. 61 
33. 76 
37.93 
25.86 

Percent 
54.99 
62. 64 
70. 16 
60.00 

Percent 
18.13 
10. 62 
32.83 
47. 27 

Percent 
23. 70 
34.87 
43. 77 
37.30 19.30 

Percent 
61.43 
.58.89 
48.41 
37. 63 
35.35 
1 2.07 
16. 93 

Percent 
74.16 
87.13 
74.45 
42. 74 
42.22 
10.33 
43.61 

Percent 
43.08 
49.17 
33.29 
8.64 

1 6. 32 
' 5. 37 
4.04 

Percent 
63. 05 
66. 24 
51.54 
26.80 
22. 32 
' .28 

19.33 

1937 

Percent 
16. 61 
33. 76 
37.93 
25.86 

Percent 
54.99 
62. 64 
70. 16 
60.00 

Percent 
18.13 
10. 62 
32.83 
47. 27 

Percent 
23. 70 
34.87 
43. 77 
37.30 

1931 

Percent 
61.43 
.58.89 
48.41 
37. 63 
35.35 
1 2.07 
16. 93 

Percent 
74.16 
87.13 
74.45 
42. 74 
42.22 
10.33 
43.61 

Percent 
43.08 
49.17 
33.29 
8.64 

1 6. 32 
' 5. 37 
4.04 

Percent 
63. 05 
66. 24 
51.54 
26.80 
22. 32 
' .28 

19.33 
Average... 

Percent 
16. 61 
33. 76 
37.93 
25.86 

Percent 
54.99 
62. 64 
70. 16 
60.00 

Percent 
18.13 
10. 62 
32.83 
47. 27 

Percent 
23. 70 
34.87 
43. 77 
37.30 

1932 
1933 

Percent 
61.43 
.58.89 
48.41 
37. 63 
35.35 
1 2.07 
16. 93 

Percent 
74.16 
87.13 
74.45 
42. 74 
42.22 
10.33 
43.61 

Percent 
43.08 
49.17 
33.29 
8.64 

1 6. 32 
' 5. 37 
4.04 

Percent 
63. 05 
66. 24 
51.54 
26.80 
22. 32 
' .28 

19.33 
Average... 32.32 57.94 20.34 35. 50 

1 Loss. 

SECTION 8. COMPARATIVE CONSOLIDATED BALANCE SHEET OF GEN
ERAL MOTORS CORPORATION AND CONSOLIDATED SUBSIDIARIES, 
1926 TO 1937, INCLUSIVE 

Introduction.—A comparative consolidated balance sheet for Gen
eral Motors Corporation for the years ending December 31, 1926, to 
December 31, 1937, inclusive, is presented by the next summary and 
designated as table 21. This balance sheet indicates the consolidated 
assets and liabUities of the parent corporation, including the divisions 
and certain subsidiaries, both foreign and United States corporations, 
engaging in the manufacture and sale of passenger cars, commercial 
vehicles, parts and accessories, Diesel and gasoline engines for marine, 
aviation, and industrial uses and streamlined trains, refrigeration 
equipment, ah-conditioning equipment, heating equipment, small 
lighting-plant equipment, electric household appliances, ancl numerous 
miscella.neous items. 

This consohdated balance sheet does not reflect the assets and liabU
ities of those subsidiaries hsted on page 442 as not consohdated, except 
General Motors investment in the securities of those companies and 
equity in the undivided profits or losses of the subsidiary companies 
not consolidated. The undivided earnings taken up do not include 
such portions of the earnings of foreign subsidiaries as cannot be 
remitted on account of foreign-exchange restrictions. The earnings of 
Adam Opel A. G., the German company, have not been taken into 
account since December 31, 1933, because of these restrictions. 

When taking into account such of the ea.rnings of subsidiaries not 
consolidated and free from exchange restrictions, the corporation 
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added its share of the uncollected profits to its investment or deducted 
the losses from the investment. : As an offset to the increase or decrease 
in the investment, the corporation increased cmTcnt profit for uncol
lected profits and decreased current profit for losses. The sm-plus 
account, therefore, represented the consolidated surplus of the parent 
corporation and aU subsidiaries, except that portion of subsidiaries' 
sm-plus subject to foreign restrictions, although the gross assets and 
liabUities of those subsidiaries were not combined and consolidated 
with the parent company. 

The principal companies not consolidated in the balance sheet except 
wdth regard to investment by the parent company and the combined 
surplus, are listed on page 442. 



TABLE 21.—General Motors Corporation consolidated balance sheet, 1926 to 1937, inclusive 

ASSETS 
CO 
00 

Current assets: 
Ciish 
U. S. Government securities (at cost) _. 
other marketable securities 
Due from General Motors Management Corporation... 
.Sight drafts with bUls of lading aud c. o. d. items 
Notes receivable 
Accounts receivable: 

General Motors Acceptance Corporation in transit. 
Subsidiaries not consolidated 
Officers and employees 
other 

Inventories (at cost or less) 

Total current. 

Investments: 
Subsidiary compames, not consolidated 
Other security investments 
Miscellaneous investments 
B.ilance in closed banks (loss reserve) 
Investment in General Motors Managemeni; Corporation: 

Indebtedness due from General Motors Management Corporation. 
General Motors Management Corporation capital stock 

General Motors Corporation ca;iital stock iu treasury: 
Common ($10 par value) 
Preferred ($5 series) 
Preferred (7-porceuL series) 
Common (25 percent par valae) 
Common (no par value) 

Fixed assets: 
Real estate, plants and equipinent 
Goodv.ill, patents, etc .. 

Prepaid expenses and deferred charges 

Total assets-

1926 

$117, 825, 372 
12,840, 6S1 

i , 732,433 

12, 073, 434 
1,895, 577 

27, 707, 286 
156,203,663 

333, 278, 346 

79, 715, 823 

19, 491, 739 

434, 373, 904 
43,570,095 
10, 46.1, 239 

920,894,106 

1927 

$132, 272,218 
75, 542, 608 

361,282 

14, 619, 097 
1, 660, 678 

31, 646, 089 
172; 647. 715 

428, 679. 777 

98, 262, 014 

1,331,787 
29,056,218 

480,473,509 
43,037, 70S 
16, 036, 533 

1,098, 477,576 

1928 

$99,189, 839 
122, 351,174 
4, 364, 217 

9, 273, 824 
8, 783, 453 

34, 665, 680 
196, 692, 868 

465, 326, 055 

117,819,124 

525,125 
49, 523,008 

542, 987, 155 
43, 673, 475 
23,135, S67 

1, 242, 894,1 

1929 

$101, 085, 813 
26, 265, 717 

13, 579, 613 
1, 977, 363 

33, 866, 864 
ISB, 472,999 

365, 248, 369 

207, 270, 443 

2,378,438 
67,651,038 

009,880,375 
60, 080,426 
• 880,675 

1, 324,889, 764 

$145, 
33, 

7, 

3, 

713, 657 
037, 723 
285, 091 
000. 000 
707, 016 
587, 080 

28, 
136, 

965, 096 
298,891 

361,595,754 

207, 750. 253 

43, 000,000 

10, 993, 627 
1, 026, 004 

614, 030, 329 
51,949,115 
25, 467, 977 

1,31,5, 813,059 

1931 

$119,842,358 
74,616,069 
10,571, 702 
3, 125, 000 
0, 079,681 
3, 514, 560 

30,263,463 
100,471; 332 

354,483,155 

211,548,200 

39, 875, 000 

10, 048,113 
2,464, 424 

604,100, 810 
51, 939,157 
25, 808, 363 

1, 300, 267, 222 
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Current assets: 
Cash 
U. S. Government securities (at cost) 
Otiier marketable securities 
Due from General Motors Manngement Corporation... 
Sight drafts with bills of lading and c. o. d. items 
Notes receivable 
Accounts rocfiivable: 

General Motors Acceptance Corporation in transit. 
Subsidiaries not consolidated 
Officers and employees 
Other 

Inventories (at cost or less) 

Total cmreut. 

Investments-
Subsidiary companies, not consolidated 
Other security investments 
Miscellaneous investments 
Balance in closed banks (less reserve) 
Investment in General Motors Management Corporation: 

Indebtedness due from General INIotors Management Corporation. 
General Motors Management Corporation eapital stock 

General Motors Corporation capital stock in treasury: 
Common ($10 par value) 
Preferred ($5 series) 
Preferred (7-percent series) 
Common (25 percent par value) 
Common (no par vaiue) 

Fixed assets: 
Real estate, plants and equipment 
Goodwill, patents, etc 

Prepaid expenses and deferred charges 

Total assets. 

1932 

$151, 162,747 
19, 327;083 
2,300,865 

4,126,901 
2, 762,870 

5, 779,S97 
764,070 
93; 279 

18,201,640 
75, 478,612 

279, 977, 964 

209, 579, 410 

39, 876, 000 
1,451,491 

8,641,349 
3, 107,432 

499,982,231 
61,839,430 
20, 714, 328 

1,115, 22,8, 641 

1933 

$160,952,197 
26,141, 791 

209, 977 
375, 000 

3, 070, 585 
2,3-46,632 

2,733, 482 
818, 256 
127,778 

15,154, 529 
115, 584, 600 

317,514,827 

221, 689, 090 

5, 698, 459 

38, 525, 000 
1,605, 970 

13,377,014 
3,207, 219 

512, 703,982 
51.837,677 
17,554, 763 

1, 183,674,000 

1934 

$148, 326, 541 
35.039,240 
3, 000, 823 
S'38, 877 

7, 025, 745 
1, 235, 523 

5,934, 278 
1, 445,151 
127,931 

21, 200, 910 
138, 593,167 

303, 373,181 

193, 523, 015 
38,328,893 

3, 802,218 

30,080,123 
2, 669, 597 

16,892, 941 
3, 207, 219 

541,507,042 
51,836,955 
16.684.842 

8, 532,026 

1935 

$185, 450, 398 
11,741,527 
2, 243, 738 
1,675,060 
10,008,549 

082, 674 

24,107,178 
1,917,400 
144, 704 

30, 430, 962 
190, 325,118 

405, 028,108 

206,823,0,53 
35,417,888 

3,400,444 

31,380,160 
2,173, 395 

20, 282, 602 
3, 207, 219 

692,150,300 
50,325,642 
4, 017, .587 

1,414,266,298 

1938 

$188, 559, 023 
4,998, 667 
2,100, 483 
11, 947, 000 
9,8,59, 407 
970,758 

32, 283,164 
5, 862, 257 
• 233, 099 

31, 521,178 
225, 6'14, 813 

513, 988, 449 

185, 258, 883 
37,928, 636 

725, 033 
4,821,014 

7,895, 280 
2, 595, 834 

16, 507, 343 
3, 267, 219 

690,190, 826 
50, 324,906 
4, 687, 377 

1,618,188,800 

1937 

$143,8,59, 608 
4,923,977 
2,100,427 

8,074,290 
1, 183,639 

16,056, 570 
3, 199, 232 

90,238 
34,264,573 
279,146, 383 

492,898,837 

198, 526,450 
41,496, 003 

637, 603 
3, 541,195 

1,361,770 

21, 764. 366 
3,267, 219 

747,817,794 
50,322.686 
6.049,805 

1,566,673.796 
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T A B L E 21.—General Motors Corpora t ion consolidated balance sheet, 1926 to 19S7, i nc lu s ive—C on t inue d 

LIABILITIES 
•O 
•O 

Current liabilities: 
Accounts payable 
Employees savings funds: 

Payable in year 
Payable subsequently 

Taxes, State and county.. 
Pay rolls... 
Warranties and allowances 
Consumer influence plans 
Miscellaneous 
United States and foreign income taxes 
Contractual liability to General Motors Management Corporation. 
Accrued dividends on preferred stock 
Extra dividend on common capital slock 

Reserves: 
Depreciation of plants and equipment 
Employees bonus (based on cost of stock) 
Compensation insurance 
Taxes withheld 
Warranty 
Liquidation and evaluation ot investments 
Foreign exchange 
Foreign dividend ta.\es 
Contingencies 
Miscellaneous 
Employees' investment fund 

Oapital stoci: and surplus: 
Common stock ($10 par value) 
7 percent preferred... 
6 percent preferred 
6 percent debenture slock 
Preferred stock ($5 series) 
Minority interests 
Surplus -

Total liabilities.. 

1926 

$39,917,195 

13,070,288 

'i6,'653,'246' 

30, 324, 497 
8, 274, 099 
1, 274, 715 

34, 788, 658 

123, 892, 340 
8, 520,447 

4, 613, 921 

2, 856, 79S 

435, 000.000 
10.5, 33,3, 200 
1, 795, 900 
2, 780, 900 

2,420, 685 
89, 341, 318 

920, 894,106 

1927 

$41,340,478 

6, 564, 202 
14,933,834 
4,102, 320 
5, 589, 263 
5,556,658 

5, 423, 627 
35, 224, 309 
10, 488, 072 
1, 567, 219 

43, 600, 000 

141,872,940 
11, 715, 710 

618, 670 

31,060 

1, 651, 894 
1, 642,030 
6, 316, 320 

43,5,000,000 
130,835, 700 

1, 713.400 
2,366,900 

2,003,975 
187.819, 083 

:, 477,576 

1928 

$48,836,297 

9,302,404 
23,100, 630 
3, 436, 259 
0, 252,183 
4, 494,488 
842,891 

9,154, 494 
33, 225, 609 
12, 403, 595 
1, 567, 673 

43, 600, 000 

102,080,113 
14,078, 660 

713, 782 
24, 566 
41, 582 
82, 943 
84,608 

777, 670 
807,491 

9,019, 707 

435,000, OOO 
- 131, 108, 300 

1, 579, 500 
2, 228,200 

3, 087, 730 
283,468, 695 

1,242,894,869 

1929 

$32,712,831 

9, 010, 571 
32, 412, 618 
2, 536,182 
5, 057, 499 
4,416,713 
2,118,138 
8, 272, 893 

28, 701, 486 
10,181, 836 
1, 616, 015 

13, 050, 000 

194, 094, 963 
12, 639, 544 

741, 217 
1,000 
58,194 
30,196 

190, 000 
1, 776, 607 

636, 363 
9, 915, 825 

•43.5,000,000 
135,513,800 
1,410, 500 
1,991, 700 

443, 800 
380, 560, 273 

1, 324,889, 764 

$26,975,871 

12, 142,369 
32, 320, 509 
2,704, 076 
4, 372, 609 
3, 200, 021 
1,365,727 
6, 271, 616 

17, 013, 276 
8, 170, 558 
1, 562, 738 

218, 656, 021 

1,044, 243 

133, 077 
S5, 288 

487, 914 
1,901,781 
2, 157,678 
7, 995, 013 

433,000,000 

187, 536,600 
443, 800 

344, 265, 275 

1, 315,813,059 

3931 

$33, 671,790 

14, 875, 637 
31, 231,138 
1, 653, 407 
5, 242, 607 
2,889, 984 

755, 604 
5, 629, 826 
14,339, 601 
3,965, 088 
1, 662, 805 

241,472, 694 

959, 799 
13, 241 

300, 271 
204, 267 
90, 004 

377, 209 
,5,119,451 
2, 882, 270 
6,830, 260 

435, 000, 000 

187, 536, 600 
2, 336, 881 

301, 266, 482 

1,300,267,222 

> 
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Current liabilities: 
.•Accounts payable 
Employees savings luuds: 

Payable in year... 
Payable subsequently.. 

Guaranty expense, 1929 investment fund. 
Taxes, State and county 
Pay rolls 
Warranties and allowances 
Consumer influence plans 
Miscellaneous 
United Ptatcs and foreign income taxes 
Contractual liability to General Motors Management Corporation. 
Accrued dividends on preferred stock 

Reserves: 
Depreciation of plants and equipment 
Employees bonus (based on cost of stock) 
Compensation insurance 
Taxes withheld 
Warranty 
Liquidation and evaluation of investments 
Foreign exchange 
Foreign dividend taxes 
Intercompany profits not consolidated 
Contingencies 
Miscellaneous 
Employees' Investment fund 
Commodity commitments 

Oapital stock and surplus: 
Common stock (|10 par value) 
Preferred stock ($5 series) 
Minority interests 
Surplus 

Total liabilities. 

$22, 990, 607 

15,193,659 
11,907,362 

2, OSl, 036 
4, 203, 073 
3,461,489 
1, 083, 677 
6, 746, S68 
498, 466 

1, 562,805 

171, 708,486 

982, 870 

394, 791 
350, 905 
63,030 
587, 283 

5,110, 448 
2, 111, 517 
939, 079 

435, 000, 000 
187, ,536, 600 
2, 492, 846 

238, 231, 744 

1,115; 228, 641 

$33, 578, 895 

11, 278, 956 
9, 710, 537 

1,863,163 
4, 199,038 
2, 239, 245 
1,14,5, 247 
7,273,818 
12,673,537 

368,006 
1, 562,806 

208,939,143 
1,368, 006 
1,141,194 
162, 004 
558,733 

1, 036, 624 
2,446,874 
536, 293 

3, 808, 282 
3, 72,5, 380 
305, 213 

435,000,000 
187, 536, 600 
2, 259,096 

248, 961. 367 

1,183,074,006 

$39,269,271 

1!, 260, 122 
8,834,717 
3,380,448 
3,463, 993 
5,043,070 
2,695, 308 
1, 334, 674 
5, 427, 245 
16, 742, 691 

838, 877 
1, 662, 805 

248, 269,158 
1, 838, 877 
1, 437, 294 
650, 242 
558, 598 

1, 547,339 
3, 363,061 
1,132,995 

9, 209, 881 
4,97.5,877 
1,628,689 

435,000,000 
187, 536,600 
2,241,517 

270, 108, 777 

1,268,532,026 

$70,275,797 

10,077,267 
11, 342, 206 

6,096,020 
7, 273, 520 
2, 646, 692 
2, 343, 445 
13, 615, 865 
29,599,585 
1, 077, 893 
1, 562, 805 

272, 972, 681 
5,677,893 
1, 764,327 
140, 223 
148, 018 

1, 570,354 
3,341,456 
2,074,240 

6,965,964 
4,349,642 
2,518, 956 

43,5,000, 000 
187, 536, 600 
2,126, 540 

331. 680, 319 

1,414,266,298 

$77,622, 260 

. 6, 069, 320 
9, 227, 692 

11,166, 417 
• 6,316,784 
4, 893, 977 
4, 298,536 
13,493, 572 
43, 739,311 
5,136, 915 
1, 562,805 

301,979,393 
,5, 304,124 
2,088,925 
217,661 

2, 491, 713 
2, 749, 324 
3,805, 731 
2, 658, 965 
2, 000, 000 
13, 938, 955 
4,616,978 

•135, 000, 000 
187, 536, 600 

2,191,625 
368, OSl, 225 

1,51S, ISS, 800 

$56,372,056 

2,758,486 
8,008,159 

9, 557, 796 
2,103, 052 
8, 682,162 
4, 927,127 
14,049, 980 
46, 669, 257 

1, 562,805 

339, 361, 532 
8, 725,071 
2, 598, 260 

4, 254, 768 
3,993, 396 
4,083,023 
3,859,551 
3,100,000 

14, 402, 476 
6,778,068 

2,227,604 

435,000,000 
187. 336, 600 

2, 282, 246 
394, 789, 742 

1, 566, 673, 796 
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Principal assets—plant, real estate, and equipment.—The total assets 
of General Motors Corporation had a ledger value of $920,894,106, as 
of December 31, 1926, including $43,570,005 for ledger value of good
wUl. The total assets had increased by December 31, 1937, to an 
aggregate of $1,566,673,796, includmg a ledger value of $50,322,686 
for goodwUl. The largest single item of assets consisted of the ledger 
value of the fixed investment in real estate, plant, and equipment of 
the corporation. This item had a ledger value of $434,373,904, as 
of December 31, 1926, and had mcreased to a ledger value of $747,-
817,794 as of December 31, 1937. The second largest item of assets 
represented inventories with a ledger value of $279,146,383 at the 
close of 1937. The third largest item of assets consisted of the invest
ments in subsidiary companies, which were not consolidated in this 
balance sheet, and thkt had a ledger value of $198,526,450, at the 
close of 1937. The fourth largest item of assets was the cash balances 
in banks mahitained by the corporation. Durhig the period 1926 to 
1937, inclusive, these balances ranged from $99,000,000 to $188,000,-
000, and averaged around $150,000,000 for the last 8 years. In cer
tahi years large amounts of cash were mvested in Government and 
other marketable securities. These yearly hi-v-estments ranged from 
$126,715,391 at the close of 1928 to $7,024,404 at the close of 1937. 
The year end balances of hivestment in Government and other market
able securities averaged $43,584,262 per year, from 1926 to 1937, 
inclusive. 

I t w"as the practice of the corporation to regularly provide a reserve 
for depreciation of the property and plant and for consumption of 
the equipment. This reserve amounted to a total of $123,892,340, as 
of December 31, 1926, and to $339,351,532, as of December 31, 1937. 
The reserve was buUt up by pro-viding from gross income for deprecia
tion and amortization at the followhig rates applied to the ledger 
value of the various classes of buUdings and equipment. 

Land improvements, 5 percent. 
Buildings, 3 percent. 
Machinery and equipment, 10 percent. 
Furniture and fixtures, 10 percent. 

Depreciation was not provided on surplus and idle property located 
in the United States nor on houses held for sale under the employee 
housing plan. Depletion on the thnber tracts being currently utilized 
was based on timber cut at its cost per foot exclusive of land values 
plus a provision for losses arising from physical damage and decline 
in useful value. 

Amortization of the investment in stamping dies, tools, jigs, etc., 
that are peculiar to current models of motor vehicles, was provided 
for so as to absorb the cost during the current model year. In case 
certain tools and stamping dies could be used in the following year 
model two-thh-ds of the cost was generally amortized in the first year 
and the remaining one-third in the succeedmg model year.- Replace
ments of smaU tools were charged to manufacturing expenses as pur
chased and therefore not subject to regular current depreciation. 

The yearly total provisions for depreciation of plant property and 
equipment and amortization of models, stamping dies, tools, etc., for 
the 11 years, from 1927 to 1937, hiclusive, are shown hereafter. 
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1927. $26, 928, 658 
1928 30, 515, 441 
1929 : 35, 217, 071 
1930 37, 715, 088 
1931 37, 965, 731 
1932 37, 173, 647 
1933 30,149,825 

1934 $32,616,832 
1935 35,361,006 
1936 38, 785, 681 
1937 43, 014, 913 

Total 385, 443, 893 

Goodwill, patents, eic—To this account the corporation charged the 
valuation of goodwiU and patents acquhed among the assets of certain 
corporations. When acquhing. the assets of other corporations, of 
which there ŵ ere numerous instances, a part of the valuation of the 
assets was frequently assigned to goodwiU, patents, etc. For example, 
when this corporation acquhed the assets of General Motors Co. i t 
recorded goocIwiU in the amoimt of $11,697,503 and patents at 
$274,100, The amount stated for goodwUl exceeded the amount at 
whicb this item was carried by the predecessor company by the sum 
of $3,763,305. o 

The principal items added to goodwUl duriog the period from 1917 
to 1937 are shown by the tabulation which foUows and designated 
as table 22. As shown by this tabulation the total goodwdU valuation 
of $50,322,686, as of December 31, 1937, was built up largoly by 
goodwiU recorded in connection with the acquisition of the assets of 
General Motors Co. as previously indicated; Chevrolet Motor Co. 
(Delaware), $6,998,991; United Motors Corporation, $16,263,817; 
Dayton Metal Products Co., $3,522,278; Domestic Engineering Co., 
$3,883,712; Chevrolet Motor Co. (California), $2,265,061; Fisher 
Body Corporation, $21,224,501; AC Spark Plug Co., $1,788,460; 
North East Electric Corporation, $3,985,274; Winton Engine Cor
poration, $2,679,160; and other items too numerous to mention.. The 
patent valuations recorded in this account ŵ ere generaUy amortized 
withhi a period of short duration, therefore, the balance represented 
goodwUl. 

WliUe the corporation amortized patents yet i t did not regulariy 
write off goodwUl. However, when operations were discontinued or 
disposed of, the goodwUl applying was written off. The goodwUl was 
further reduced hi 1919 by the sum of $23,552,529, and by $273,301 
in 1920, or a total of $23,825,830. In those years the corporation 
appraised the real estate, plants, and eqmpment and appreciated them 
to the extent of $30,785,442, and added $6,959,612 to the reserve for 
depreciation and decreased goodwUl b3̂  the difference. 

The goodwUl valuation was not considered as an investment in the 
business by the Commission's accountants because the consideration 
paid for the goodwill consisted of valuation assigned to capital stocks 
issued in exchange therefor. 

TABLE 22.—General Motors Corporation goodwill and patents account 

Acquisitions Year Additions 
to account 

Deductions 
for amorti
zation and 

adjustments 

General Motors Co. (goodwill) 
General Motors Co, (patents) 

Do 
Chevrolet Motor Co. (Delaware) (.noodwill) 
General Motors of Canada (goodwill) 
United Motors Corporation (goodwill) 

Do 

1917 
1917 
1918 
1918 
1918 
1918 
1919 

$11, 097, 503 
274,100 

6, 998, 991 
560, 334 

16,408, 065 

$274,100 

144, 248 
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T A B L E 22.—General Motors Corpora t ion goodxoill and patents account—Cont inued 

Acquisitions Year Additions 
to account 

Deductions 
for amorti
zation and 

adjustments 

Appraisal increase in real estate plant and equipment applied to re
duce (goodwill) 

Dayton Metal Products Co. (goodwQI) 
Domestic Engineering Go. (goodwill) 
Janesville Machine Co. (goodwill) 
Scripps-Booth Corfioration (goodwill).. 
Klaxon Co. (goodwill and patents).. 
Simdry acguisitions. (goodwill) 
Appraisal increase in real estate, plant, etc., applied to reduce goodwill. 
Chevrolet Motor Oo, (California)... 
Scripps-Booth Corporation 
Fisher Body Corporation (goodwill and patents). 
Write-ofl Klaxon patents 
Liquidate Klaxon. 
Sundry. 
Fisher Body Corporation (Ohio) 
AC Spark PluK Co 
North East Electric Corporation 
McKinnon Industries, Ltd 
Winton Engine Corporation 
United Motors, sale Jaxon Division 
Fisher Body, write-off goodwill, discontinue National Plate Glass oper

ations 
Sundry 

1919 
1919 
1919 
1919 
1919 
1919 

1918-19 
1920 
1920 

1920-21 
1926 

1920-22 
1924 

1920-20 

1927 
1929 
1929 
1930 
1930 

1935 
1927-37 

Total . . . . 
Balance Dec. 31, 1937.. 

Grand total. 

,$3, 522, 278 
3, 883, 712 

212,290 
317, 399 
215,490 
264,6(W 

$•2,3, 652, 329 

2,266,061 
146, 252 

21, 224, 601 

180,323 
146,767 

1, 788, 460 
3, 98,5, 274 
1,130,193 
2, 679, 160 

609,168 

78,499,925 

78, 499, 925 

50,000 
273,301 

82,804 
132,686 
81, 230 

1, 728, 965 

1, 510, 577 
346,799 

23,177, 239 
60,322, 686 

78,499, 925 

Appreciutio-n. of assets.—In preceding parts of this report it has been 
established that General Motors appreciated certain assets. The 
various items of appreciation are now summarized. 
Items of appreciation and year: 

Assets of Genera l M o t o r s Co,, 1917 ,$33, 731, 000 
Assets of U n i t e d M o t o r s C o r p o r a t i o n , 1918 3, 100, 000 
T h r o u g l i appra isa l of assets General M o t o r s C o r p o r a t i o n , 1919_ 23, 825, 830 
Assets of Fisher B o d y C o r p o r a t i o n , 1926 27, 727, 439 

T o t a l . , . 8 8 , 3 8 4 , 2 6 9 

The amount of appreciation shown hy the summary was deducted 
from the investment shown by the corporation in order to determine 
the investment employed in the bushiess. The amount of apprecia
tion was deducted from the yearly investment in the business because 
the book value did not represent cash or equivalent value. An identi
cal amomit ŵ as deducted each year, although it was ImoTOi that tbe 
appreciated value was used as a basis in computing the yearly depre
ciation provisions. Had sufficient funds and time been avaUable the 
Commission's accountants would have determined the undepreciated 
appreciation and deducted, tins from the investment rather than tbe 
total appreciation. The depreciation of appreciation would have 
then been eliminated from charges against income. Because of the 
lack of time and funds, however, this was not done and the total 
appreciation has been deducted yearly and the provision for depre
ciation allo-wed to remain as a charge against income. 

Surplus and idle property.—It is the practice of General Motors 
Corporation to segregate its plant investment accounts a.nd to set up 
accounts for sui-plus and idle property and active plants accounts. 
The amounts carried in the surplus and idle property accounts repre
sent the valuation of those properties at salvage values. When 
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property ŵ as transferred to the surplus and idle property accounts, 
the dift'erence between the salvage value and book value was charged 
to the depreciation reserve. This transfer, of course, did not change 
the net book value of the plant accounts but did reduce the gross 
book value of the plant accounts and the gross amount of the depre
ciation reserves. For illustration, during 1932, the company estab
lished that the surplus real estate, plant, and equipment amounted to a 
book value of $115,491,946, and the estimated salvage value of tins 
property was $22,779,411. The difference between the book value 
and the salvage value of $92,712,535, was charged against reserves for 
depreciation already provided and the reserves were reduced to net 
amount. 

Asi.operating conditions. cha.nge from year to year, the investment 
in surplus real estate, plant, and equipment was adjusted according 
to whether certain property was usecl or not used. If certain portions 
of the surplus and idle property become useful in the operations then 
the investment in such property was reinstated hi the active propertj^ 
accounts and the depreciation reserve increased by the difference 
between the salvage value and the book value of the property. I f 
certain properties in the active accounts became no longer useful to 
the operations, the investment in turn ŵ as transferred to the surplus 
and idle property accounts and the depreciation reserves were re
duced by the dift'erence bet-ween the book value and the salvage value. 

This practice of segregating hwestment in plants and properties 
between surplus and idle property accounts and active property 
accounts was inaugurated in 1932. The salvage value of the surplus 
and idle propertj' as of December 31', 1932, and subsequent years, 
follows: 
1932 $22, 779, 412 I 19.35 $11, 651, 828 
1933 17, 713, 418 1936 9, 960, 636 
1934 13, 379, 654 | 1937 5, 959, 029 

In computing the investment employed, the Commission's account
ants excluded the surplus and idle property on the theory that this 
property was not in use and, therefore, not employed in the operations. 

Construction work in progress.—The amount of construction work 
in. progress in the followhig yearly amounts were excluded from the 
investment employed in the manufacturhig operations because the 
plant ancl equipment represented by the investment had not, as of 
the years indicated, been placed in operation. 
1926 $38, 471, 239 
1927 15, 648, 791 
1928 36, 470; 749 
1929 28,523,444 
1930 3, 123, 417 
1931 2, 194, 491 

1932 $1, 774, 424 
1933 . 2, 054, 193 
1934 4, 382, 684 
1935 5, 184, 396 
1936 11, 692, 100 
1937 29, 973, 765 

Summary of the investment and effect of the investment and profits on 
rates of ret-wm.—The component parts of the total average invest
ment employed by General Motors Corporation in its consolidated 
operations during the years 1927 to 1937, inclusive, are showai by the 
next summary designated as table 23. In general, this summary 
merely breaks down in gi'eater detail the various bases of hivestment 
sho-wn on page 509, Most of the details in this table are self-explaiia-
toi-y; however, the more important changes in the investment wdll be 
briefly commented upon. For iUustration, the average par or stated 

171233—39 34 
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amount of the preferred stock increased from $121,725,072 in 1927 to 
$184,269,381 in 1937. The common stock increased from $410,276,040 
hi 1927 to $415,869,146 hi 1937. During this same period the total 
stockholders investment increased from $726,279,219 in 1927 to an 
average of $1,020,924,019. By far the greater part of this increased 
investment w'as caused by an increase in the surplus accoimt repre
senting largely profits retained in the bushiess. For illustration, the 
average surplus hi 1927 was $138,580,201 and in 1937 it had increased 
to $381,435,483. . _ _ 

The various elements included in the total investment are presented 
in yearly comparative form by the next table. 

As showm by the table, the total investment increased steadily 
from 1927 to 1931, There -was a decrease in the investment durmg 
1932 and 1933 and then it started a steady increase until the high 
was reached hi 1937. The decrease in the hivestment employed 
during 1932 and 1933, followed the decrease in surplus reflected from 
the payments of cash dividends that exceeded the net profits earned 
during those years. 

Reserves included in investment.—The reserves established for the 
payment of Federal, foreign, and State hicoine taxes, for contingen
cies, for valuation of assets, etc., were included in the investment for 
the reason that the hivestment was related to the profit before deduc
tion of the provisions for such taxes and other provisions were excluded 
from charges to income. The reserves were included for the further 
reason that in view of the fact that the provisions for the reserves 
ŵ ere not treated as a deduction from the income related to the invest
ment, therefore, the surplus in theory should be increased by the 
balance in the reserves. 



TABLE 23.—Summary of investments of General Motors Corporation and consolidated suhsidiaries for years 19:17 to 1937, inclusive 

Oapital stock: 
Common stock. 
Preferred stock. 

Total 
M i n o r i t y interest 
Surplus 
Surplus reserves L 
Reserve for Federal, State, and foreign 

income taxes . 

T o t a l . . . 
Deduct undistributed profits of sub

sidiaries not consolidated taken up 
i n surplus 

Tota l stockholders' investment. 
Deduct appreciation 

Stockholders' investment as re
vised 

Borrowed money 

Tota l investment as revised 

Deduct outside investments: 
U . S. Govermnent securities 
o ther maiketable securities 
Due from General Motors Manage

ment Corporation 
General Motors Management Cor

poration serial bonds 
General IN^Iotors Management Cor

poration capital stock 
Security and other investments 
Idle property and construction 

work i n progress 

Total outside investment. 

' Denotes loss. 

$410,276, 040 
121, 726,07: 

533, 001,112 
2,512,330 

138, 580, 201 
17, 837, ,546 

32, 774, 403 

723, 706, 592 

I 2, 573, 62; 

726, 279, 219 
132, 013, 125 

594, 206, 094 
17, 284,162 

611, 650, 256 

30, 621, 034 
2, 219, 806 

88, 988, 918 

27, 060, 016 

148, 889, 773 

$395, 257, 842 
133, 962, 544 

529, 220, 386 
2, 845, 8.53 

236, 638, 839 
21,821,352 

34, 224, 9.59 

824, 751, 389 

1 5, 224, 625 

829,970,014 
132,064, 861 

697,911, 153 
20, 950, 584 

724, 861, 737 

98,083, 513 
6, 171, 312 

108,040, 569 

26, 069, 770 

238,364, 164 

$376, 400, 44' 
135, 464, 218 

611, 924, 065 
1,765, 76.-

333; 009; 434 
24, uo, 476 

30, 963, 648 

901,773, 88 

1, 936, 377 

899, 837, 511 
136, 501, 220 

764, 276, 201 
36,913,161 

801,189, 452 

58, 289, 767 
2, 377, 85S 

162, 544, 783 

32, 407, 097 

255, 709, 505 

$395, 727, 667 
161, 524, 079 

557, 251, 746 
443, SOO 

362, 412, • 
17,122,126 

22, 857, 381 

960, 087, 82; 

10, 90S, 904 

949,178, 023 
139, 699, 039 

809, 479, 8S4 
42, 946, 033 

1931 

$424, 479, 129 
185, 791, 380 

010, 370, 515 
1, 390, 340 

322, 765, 879 
11,008,030 

1,5, 676, 3S8 

901,171,152 

9, 240, 644 

951,930, 608 
140, 328, 405 

811,602,103 
45, 287, 826 

856, 889, 929 

31,810, 510 
6,631,442 

3, 600,000 

21, 500, 000 

207,510, 348 

15,823,431 

285, 775, 731 

07,142, 382 
9, 526, 541 

5,062, 500 

41, 437, 500 

209, 649, 226 

2, 658, 918 

335, 477, 067 

1932 

$425, 665, 269 
184, 720, 072 

010, 375, 941 
2, 414,863 

269, 749,113 
9, 277, 205 

7,418,983 

S99,230, 105 

4,092, 857 

896, 143, 248 
140, 273, 566 

754,869, 0S3 
36, 603, 898 

791, 473, 581 

1933 

$423, 990, 818 
184,319,275 

008, 310, 093 
2, 375, 971 

243, 596, 560 
6, 457, 229 

6, 586, 002 

67, 325,1 

3, 343, 571 

863, 982, 274 
140, 222, S25 

723, 759, 449 
24, 045, 257 

747, 804, 706 

60, 231,1 
4, 479, 973 

. 1, 602, 500 

39,87.5,000 

725, 745 
210, 563, 805 

13, 374,127 

320, 812, 238, 

22, 244, 320 
15, 240, 791 

187, 500 

39, 200, 000 

1, 478, 733 
215, 634, 230 

22,100,723 

310, 140, 323 

1934 

$419, 805, 024 
184, 269, 381 

604,134, 405 
2, 250, 306 

259, 635, 006 
10, 369, 350 

14, 208,114 

890, 497, 247 

, 360, 689 

882,136, 5,58 
140, 221, 585 

741, 914, 973 
20, 537,166 

762, 452,139 

1935 

$416,412,278 
181, 269,381 

600, 681, 659 
2,184; 029 

300,894, 648 
15,478, 922 

22, 671, 138 

941, 910, 296 

13,099, 184 

928,811,112 
139, 465, 667 

789, 345, 645 
20, 752,156 

810,097, 701 

28, 881, 381 
1,843,027 

600,938 

37, 605, 561 

2, 037, 7S6 
226, 770, 499 

18, 764, 974 

316, 510,166 

21,168,433 
1, 780, 25-" 

1, 257, 418 

34, 033, 141 

2, 371, 496 
237, 046, 424 

17, 299, 281 

314, 955, 450 

,$4)6, 605,077 
184, 209, 381 

600,874, 458 
2,159,082 

349, 880, 772 
19,362,; 

36, 669,448 

8,946, 510 

22,006,963 

OSO, 879, 57 
138, 709, 543 

848,170, 034 
18, 338, 212 

SOO, 528, 276 

13, 1,50, 792 
3, 318,010 

6, 811, 780 

19, 637, 720 

2, 384, 614 
240, 098, 708 

19, 244, 480 

304, 670, 104 

1937 

$415,869, 146 
184, 269, 381 

600,138, 637 
2, 236,936 

381,435, 483 
34, 650, 673 

45, 204, 284 

1,053, 571,903 

32,647, 884 

1,020, 924,019 
138, 708,065 

O 

o 
^̂  
o 

< 
td 

895, 247, 782 i-l 
O 

a 
M 

o 
d 

Kl 

882, 215, 954 
13, 031, 828 

31, 759, 282 
2, 080, 633 

6,973,800 

3,947, 040 

1, 978, 806 
245, 839, 683 

28, 792, 766 

320, 372, 509 

O 



TABLE 23,—Su-mmary of investments of General Motors Corporation and consolidated subsidiaries for years 1927 to 1937, inclusive—Contd. C7t 
O 
00 

1927 1928 1929 1930 1933 1934 1935 1936 1937 

Deduct undistributed profits, of sub 
sidiaries not consolidated, taken nxt 
iu surplus . 

Total outside investments less 
undistributed profits of sub
sidiaries not consolidated 

'lotal investment in manufac
turing operations as revised 

Common-stockholders' average less 
appreciation, goodwill, etc.: 

Stockholders' total average invest
ment.. 

Deduct preferred stockholders' 
average investment 

Common.stoet holders' average 
investment 

I Denotes loss. 

I $2, 573, 627 I $5, 224, 625 $1, 936, 377 $10, 908,904 $9,240,044 $4, 092, 857 $3, 343, ,571 $8,360,689 $13, 099, 184 $22, 066, 963 $32, 647, 884 

151, 463, 400 213, 578,789 353, 773,128 274,866,837 326,236,433 316, 719, 381 312, 802, 762 308,149,477 287, 724, 625 

460, 086,856 481, 282, 948 547, 416, 321 577, 659,090 530, 653,500 474, 754, 200 435,001,9,54 464, 302, 662 607, 623,167 

694, 266,094 

121,72.5,072 

697, 911,153 

133, 962, 544 

764, 270, 391 

135,404, 218 

809, 479,884 

161, 524, 079 

811, 602,103 

185, 791, 386 

764, 869, 683 

184, 720, 672 

723,759,449 

184, 319, 275 

741,914,973 

184, 269, 381 

789, 345, 545 

184, 269, 381 

848,170,034 

1S4, 309,381 

8S2, 215, 954 

IS-l, 269, 381 

472, 641, 032 628, 812, 073 647, 955, 805 025, 810, 711 670,149, Oil 539, 440, 174 557, 645, 592 605, 076, 161 663, 900, 653 697,946, 573 

>=1 
H 
O 

a 

o 
o 

ZD 
M 

o 



REPORT ON MOTOR VEHICLE INDUSTRY 509 
Treasury sioc/i;,—During the period from 1917 to 1937 the General 

Motors Corporation acqiured and held substantial amounts of its 
own common and preferred stocks. The shares were acquired for 
corporate purposes, such as for use in acquiring stocks and properties 
of other companies, for operation of the management purchase plans, 
employee saving and investment plans, and payment of bonus to 
•executives and employees. 

The transactions involving acquisitions and sales of treasury stock 
-were too numerous to present in detail in a report of this type. 

Pro forma statement of -investment in the business by divisions.—The 
foregoing consolidated balance sheet shows the investment in the 
combined businesses of General Motors Corporation by the stock
holders. This investment, before deducting treasury-stock holdings, 
amounted to $1,019,608,588 as of December 31, 1937, and consisted 
of preferred_ stock, $187,536,600; common stock, $435,000,000; in
terests of minorit}^ stockholders, $2,282,246; and undivided surplus, 
$394,789,742, 

As previously stated, the corporation engages in the manufacture 
and sale of a large number of products and invests in and holds 
rsecurities. This inqiiirj'- w'as largely concerned with motor vehicles 
and motor-vehicle-replaceiiient parts and accessories. In order, 
therefore, to determine the profitableness of the motor-vehicle oî era-
tions, the corporation was requested to construct pro fonna financial 
statements for each motor-vehicle group, the accessory and parts 
:group and another group comprising all products except motor vehicles 
and pa.rts and accessories. To submit all of those statements W'-ould 
make this report very cumbersome. In lieu thereof a brief statement 
showing a division of the investment is submitted. In a previous 
section of this report, the rates of return were indicated for the total 
•consolidated operations and for certain diAdsions of the entire opera
tions and the investment showm hereafter ŵ as employed as a basis for 
calculating the rates of return. 

Allocation of total investment 

Motor vehicles 
and Fisher Body 

group 
Accessory and 
parts group 

other products 
group Total 

1926 
1927. 
1928 
1929. 
1930. 
1931. 
1932. 
1933. 
1934. 
1936 
1936. 
1937. 

$444,944,824 
510, 270,948 
574, 346,144 
647,427, 294 
,563,467, 745 
651, 766, 707 
488, 737,912 
483,339,809 
475,740,989 
640,733,011 
570, 236,139 
562, 909, 430 

$94,194,327 
92.864, 698 
101,023,1623. 
107,052,307 
103,049, 710 
97,531,348 
83,019, 941 
88,437,988 
86, 575, 679 
97,286,178 
109,351, 012 
116,979, 757 

$95, 116,841 
154, 602, 111 
177,003,.501 
299, 996, 672 
300, 284, 420 
276,398,108 
290, 409, 537 
301,979, 255 
332, 570, 226 
312, 324, 370 
313, 222, 300 
340, 719, 401 

$634, 
757, 
865, 
954. 
966, 
925, 
862, 
873, 
894, 
966, 
992, 

1,019, 

255, 992 
733,767 
373,-268. 
476,273 
801,876 
696,163 
817, 390 
757,052 
886,894 
343, 459 
809, 451 
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Allocation of investment in ihe motor-vehicle group by lines of cars 

Chevrolet Buick Cadillac-La Salle Oldsmobile 

1926 $119, 793,152 $76,693,117 $49, 593, 907 $14,723,106 
1927 138,137, 412 82, 667, 013 50,932,519 14,423,901 
1928 172, 600,030 S3,112, 219 50, 546, 533 19, 239,434 
1929 162, 887, 616 75, 075,178 54, 226, 381 22, 991,469 
1930 . 176,652,880 79, 425, 373 66, 950, 945 23,031,530 
1931 186, 922, 819 71, 589, 874 53, 552,108 24,018, 753 
1933 174, 707, 651 57, 060, 685 40, 723, 039 10,100, 735 
1933 196, 282, 456 61, 740, 744 36, 45S, 035 19,408, 251 
1934 189, 524, 302 47, 506, 643 31, 851, 697 23, 753, 741 
1935 207, 662, 332 53, 496,138 32, 747, 201 29,322, 651 
1936 210, 859, 683 62, 684, 356 31,144,174 33, 513, 090 
1937. 199, 619,035 68, 254, 603 35, 634, 803 34, 984, 884 

Pontiac Fisher Body To ta l 

1926.. $30, 265, 771 $153, 875, 711 S444, 944, 824 
1927 42, 800, 853 181, 309, 251 510, 275, 048 
1928 52, 866, 890 196, 082, 038 574, 346,144 
1929 48, 857, 660 183, 389,097 547, 427, 394 
1930... 42, o n , 647 184, 795, 470 563, 467, 745 
1931 44, 810, 229 170, S72, 924 551, 750, 707 
1932 39, 061, 954 151, 407, 34S 488, 727, 912 
1933 38, 956, 099 141, 484,224 483,339,809 
1934 35, 719, 3,58 147, 385, 348 475, 740, 989 
1935 43, 936, 895 179, 667, 794 516, 733, Oi l 
1936. 42, 395, 741 189, 639,093 570, 236, 138 
1937 53, 204, 457 171, 311, 743 562, 909, 430 

Summary of surplus accottnt.—The next tabulation, designated as 
table 24, indicates the balance hi the surplus account of General 
Motors Corporation and consolidated subsidiaries at the beginnhig of 
1927 and subsequent additions tô  and deductions from the surplus 
accoimt during the period from January 1, 1927, to December 31, 
1937, and the resulting balance as of the latter date. This table show's 
that the corporation had a consolidated surplus balance of $89,341,319 
on January 1, 1927, and that tliis had increased to the sum of $394,-
789,741, as of December 31, 1937, 

The surplus account as set up by General Motors Corporation may 
be said to be a combination of capital surplus and earned surplus. 
By W'ay of illustration, the corporation employed but one surjilus 
account and any premiums arising from the issue and sale of capital 
stocks in excess of the amount stated as capital w'as added to the 
surplus accoimt. Likewise, any amounts transferred to the capital 
stock accounts in excess of the stated or par amount w'ere charged to 
the surplus account. 

Because of insufficient, time and funds, the Commission's account
ants did not reclassify the surplus account and segregate capital sur
plus items from the earned surplus accoimt. 

With regard to the deceptive practice of combing capital surplus 
a,nd earned surplus, the Commission has expressed itself in its Sum
mary Report on UtUity Corporations, No, 72~Aj 1935, page 514, as 
follows: 

Earned surplus should reflect only the net profits arising from operations and 
profit from tlie sale of oapital assets. As such, the earned surplus of a company 
is the only real, flexible element of net o-n'nership subiect to appropriations by 
the board of directors for dividends, the execution of contracts with creditors, 
and other matters in respect to sound financial policies, 

Ca.pital surplus should j-eflect those transactions that occur in the organiza
tion and capitalization of the corporation, together with subsequent transactions 
in the nature of changes of capital stock or tlie provisions of capital funds which 
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immediately become a part of the permanent investment in the business, but, for 
clarity or other administrative purposes, are set apart from the so-called, "stated" 
capital account. Capital surplus properly arises in various ways, such as from I 
the sale of preferred stock at a price above the par or liquidation value, the sale 
of common stock for proceeds in excess of par value, donations by stockholders 
and other items that are in the nature pf contributed capital. Many corpora
tions include as surplus a designated portion of the capital paid in upon the dis
position of their no par capital stock, * + * 

The Commission reiterates the position pre-viously taken that cor
porations should clearly segregate and state the capital surplus and 
the earned surplus, and further, that corporations that create so-
called earned surplus by various unsound and deceptive practices 
merit the severest criticism. 

The analysis of the surplus account as set forth by the table re
flects the profits earned yearly by the corporation after deducting 
Federal, State, and foreign income ta.xes and the dhect additions and 
deductions from the surplus account. The information contained in 
this table varies considerablj'- from the surplus statement included in 
the corporation's annual reports. More specificaUy the corporation's 
statements were revised so as to reclassify certain income and expense 
item.s and to reflect these in surplus direct rather than through 
additions or deductions to current income. The financial reports as 
furnished by the corjjoration combine the manufacture and sale of ' 
products with activities of a financial and capital nature including ''''' 
distribution of profits to the officers and executives, paj^ments to pro
mote sa-vings by the employees and profits or losses on investments in 
securities. Transactions of such a type i.aay W'ell be considered as 
part of the corporation's activities, yet obviously they should be 
segregated so as not to distort the results obtained from the man
ufacture and sale of motor vehicles and other products. The posi
tion is, therefore, taken that items relating to distribution of profits 
and profit and losses relating to capital assets should not be combined 
wdth the operations of manufacture and sale of motor velncles and 
other products from the standpoint of this inquiry. 

The principal items excluded from the man-afacturing operations 
consisted of the equity in the undivided profits or losses of subsidi
aries not consolidated, profit or loss on sale of securities, employees' 
saving plan payments, fixed charges on idle property, employee bonus, 
payments under the management plan contracts and adjustments to 
reflect valuation and contingency reserves. Most of the reclassified 
items need no further comment; how-ever, certain of these items, such 
as payments under the management plan contract, employees' bonus 
and employees' savhig plan pajanents are discussed in section 10, 
chapter X I I . 



TABLE 24.—General Motors Corporaiion and consolidated subsidiaries—Summary of surplus account 
I—' 

to 
1927 192S 1929 1930 1932 1933 1934 1935 1936 1937 

Surplus beginning of year 

ADDITIONS TO SUHPI.U3 

Net profit after income taxes... 
Less proportion of income applicable to 

minority interest,._ 

$89,341,319 $187,819,083 $285, 46S, 594 $380, 560, 273 $344, 265, 276 $301, 266, 482 

262, 268, 840 

945, 715 

290, 250, 203 

1, 314, 821 

205,824,911 

1, 347, 360 

167, 595,826 116,739,956 

1 100,700 

8, 359,930 

66, 620 

$238, 231,744 

80, 609, 396 

210,050 

$248,961,366 

99, 124,495 

171,640 

$270, 108,777 

176,090, 683 

204,080 

$331, 680, 319 

239, 550, 075 

222,768 

$308, 081, 226 

202, 072, 402 

265,120 

Net 
Equity in imdivided profit and loss of 

subsidiaries not consolidated (adjusted) 
Prior yeiu' income taxes 
.Adjustment of reserve for depreciation... 
Profit on sale of securities 
Profit on issue of 7-percent preferred stock 
Surplus from exchauge of stock.. 
Equity in earned surplus at Dec, 31, 1928, 

of General Motors jVcceptance Cor
poration and General Exchange Insur
ance Corporation 

Surplus from issue of 7-percent preferred 
stock in connection with acquisition of 
assets ol North East Electric Go 

Profit on sale of common stock to Gen
eral Motors Management Corporation. 

Interest refund on prior year's taxes 
Eeduetion of "Reserve for intercompany 

profit on inventorie.s" 
Reversal of "Reserve for Chevrolet 

dealers' cash bonus" 
Reversal of "Reserve for balances in 

closed banks". 
Reversal of portion of "Reserve for spe

cial contingencies" 
Miscellaneous additions to surplus 

261, 323, 125 

337, 761 
771, 586 

1, 449, 608 
2 75,000 

4,104,167 
75, 375 

295, 041, 382 

! 263, 312 
2 1,467,842 

26-1, 477,601 

6, 330, 66S 
37, 405 

607, 270 
94, 846 

110, 846, 056 

" 6, 584, 294 
1, 464 

8,294, 310 

2 2, 639,175 
2 189, 250 

80, 299, 346 

9,608,692 
160, 60O 

98,952,855 

10,496,901 

176,492,003 

1, 464, 463 

239, 327, 30; 

7, 565, 13: 

3, 615, 344 

"'"'40,"S90 

2 106,324 

'fi6,'825 

14, 344, 530 

806, 444 

2 629,168 2 29, 435 1,119, 536 230, 325 768, 594 1,982,840 

202,407, 336 

7,166, 479 
2 4, 664, 389 

'~i,'726,'997 

13, 545 

10, 057, 559 
1, 043, 270 

600, 000 000, 000 

777, 923 

296,00' 

3, 000,000 

4, 722, 077 4, 111, 690 

Total additions to surplus... 

DEDUCTIONS TKOM SUEPLU3 

Preferred-stock cash dividends 
Common-stock cash dividends 
Provision for losses in closed banks. 
Fixed charges on idle property 
Employees-saviugs-plan payments. . 

267, 980,522 296, 900, 462 2S6, 010,109 169, 708, 383 109, 731,730 6,036,450 91, 188,174 109,080,081 179, 503, 583 266, ,597, 350 210, 748,119 

9,109, 330 
134, S36,082 

50,000 
2,149, 310 
3,447,46' 

9, 404, 757 
166, 300,002 

03, 292 
1,849, 674 
2 799, 882 

9. 478, 681 
156, 600, 007 

49, 257 
1, 314, 194 
3, 816, 900 

9, 538, 660 
130,500,001 

42, 912 
1,399,074 
4, 807, 215 

9,375,899 
130, 600, 001 

127, 422 
2, 446, 475 
4, 304, 644 

9, 206, 3S7 
53,993, 330 

34,647 
2, 770, 827 
2, 780,852 

9,17S, 845 
63,826, 365 
4, 997,! 
1, 388, 895 

2 2, 216,428 

9, 178, 220 
64, 443, 491 

9, 178, 220 
96, 476, 749 

9,178, 220 
192, 903, 299 

9,178, 220 
160, 549,862 

1,061, 129 1,666,844 1. 103,916 
1, 110, 707 2 2,892, 206 ' 1, 226, 552 

1,662,8S8 
! 351, 612 

O 
H 
to 
> 
1-3 

!> 
O 
K 
a 
O 

M 

O 
!2! 



Employees' bonus 
Payments under management-plan con

tract 
Payrnent under employees' stock-sub

scription plan 
Loss and provision for loss on land and 

Improvements 
Premium paid on call oi 6- i ind 7-per

cent preferred stocte 
Underwriters ' fee paid to I , P. Morgan 

& Co 
Excess tn $5 preferred stock given in 

exchange for 6- and 7-percent preferred 
and 6-percent debenture stock 

Discount on $5 preferred stock sold 
through J, P, Morgan & Co . . 

General Motors Corporation equity in 
net losses of subsidiaries, since acquisi
tion to Dee. 31,1930 

Wri te -o f l of goodv?ill applicable to dis
continued operations 

Interest on prior-year tax assessment 
Write-off of mortgage expense 
Provision for "Reserve for property and 

investments l iquidat ion and valua
t i o n " 

Special provision for patent l i t igat ion 
Transfer to "Sundr j ' contingency re

serve" 
Loss on disposal of land and leaseholds... 

Tota l deductions f rom .surplus. 

Surplus at end of year 

10, 871, 677 

9, 002, 707 

40, 412 

2 73, 491 

75, 375 

109, 608,759 

187, 819, 083 

13, 025, 887 

10, 383, 3,55 

58, 976 

40, 890 

199, 326, 951 

285,458, 594 

11, 756, 618 

7, 428, 930 

72,120 

330,898 

60, 82! 

190, 908, 430 

380, 560, 273 

5, 628,994 

3, 458, 618 

69,890 

461,889 

2, 593, 630 

1, 875, 366 

44, 392, 600 

1,174, 532 

206, 003, 381 

344, 265, 276 

2, 264, 473 

1, 408, 517 

55, 420 

247, 672 

2,000, 000 

152, 730, 623 

> Denotes loss. 
2 Denotes deduction. 

301,266,482 

36,154 

360,835 

2 111,744 

i9,071,188 

238, 231, 744 

1, 645, 979 

944, 468 

21,112 

1, 05,5, 739 

9, 478, 864 

136, 744 

79, 458, 502 

24S, 901, 356 

2, 312, 878 

1,104, 367 

13, 442 

2, 308, 366 

7, 000, 000 

88, 532, 660 

270, lOS, 777 

7, 300, 649 

3, 398, 997 

6,532 

670, 206 

1, 510, 677 
615, 473 

117, 932, 041 

331, 680, 319 

9,169, 278 

4,9S2, 702 

96, 890 

3,000,000 

220, 196, 450 

8, 081, 225 

4, 253, 805 

4,041,705 

2,067, 870 
1, 200,000 

1,375, 000 
71,865 

184, 039, 603 

, 789, 741 
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SECTION 9. CAPITAL VSTOCK ISSUES 1917-37, AND AVERAGES 
THE I N V E S T M E N T E M P L O Y E D I N T H E B U S I N E S S 

OP 

Introd-uction.—The original authorized capital hi 1908 of the first 
General Motors Co., frequently referred to as tbe Neŵ  Jersey com
pany, consisted of common stock in the amount of $2,000. This was 
increased to $102,600,000 when the General Motors Corporation 
w.'as incorporated under the laws of the State of Delaw-are in 1917. 
Durmg the e>dsteiice of General Motors many clianges were made in 
the capital structm-e; however, these changes always resulted in 
increasing the total amount of the authorized and outstanding 
capital. 

As stated before, the original General Motors started with an 
authorized capital of $2,000 and tbe capital and surplus had gro-wn 
to over $1,000,000,000 by December 31, 1937. The outstanding 
capital as of the latter date consisted of the foUowdng, of which 
$21,754,364,83 of common and $3,267,219.38 of preferred W'-as held in 
the treasury for corporate pm-poses. 

Capital stoch and surplus, Dec. Sl, 1937 
Amount 

Preferred stock, S5 series $187, 536, 600 
Common .-stock, $10 par value 435, 000, 000 
Interest of minority stockholders 2, 282, 246 
Surplus 394, 789, 742 

Total 1, 019, 608, 588 

The board of directors authorized numerous changes in the capital 
during the period from 1916 to 1937, and these are summarized in the 
next tabulation. 

TABLE 25.—General Motors Corporaiion—-Changes in the authorization of the vari
ous classes of capital stocks issiied from Oct, IS, 1916, to Dec. 31, 1937, inclusive 

Date author
ized by board 

of directors 
Common stock, $100 par 

value 

6 percent 
preferred 

stock, $100 
par value 

6 percent 
debenture 
stock, $100 
pax value 

7 percent 
debenture 
stock, SlOO 
par value 

7 percent 
preferred 

stock, $100 
par value 

Preferred 
stock, $5 
series, no 

par 

Oct, 13,1916 
Mar, 10,1918 
Mar. 21,191S 
Nov. 7,1918 
May 1,1919 

Nov, 26,1919 

Apr, 22,1924 

Aug, 11,1927 

Nov, 8,1928 
May 1,1930 
May 1,1931 

$82,600,000 820, 000, 000 
50, 000, 000 

100, 000, 000 
20, 000, 000 

20, 000, 000 

20, 000, 000 

10,183,400 

1, 744, 900 
1, 609, 500 
1, 410, 500 

Oct, 13,1916 
Mar, 10,1918 
Mar. 21,191S 
Nov. 7,1918 
May 1,1919 

Nov, 26,1919 

Apr, 22,1924 

Aug, 11,1927 

Nov, 8,1928 
May 1,1930 
May 1,1931 

$150,000,000 
820, 000, 000 
50, 000, 000 

100, 000, 000 
20, 000, 000 

20, 000, 000 

20, 000, 000 

10,183,400 

1, 744, 900 
1, 609, 500 
1, 410, 500 

Oct, 13,1916 
Mar, 10,1918 
Mar. 21,191S 
Nov. 7,1918 
May 1,1919 

Nov, 26,1919 

Apr, 22,1924 

Aug, 11,1927 

Nov, 8,1928 
May 1,1930 
May 1,1931 

.$200,000,000 

820, 000, 000 
50, 000, 000 

100, 000, 000 
20, 000, 000 

20, 000, 000 

20, 000, 000 

10,183,400 

1, 744, 900 
1, 609, 500 
1, 410, 500 

Oct, 13,1916 
Mar, 10,1918 
Mar. 21,191S 
Nov. 7,1918 
May 1,1919 

Nov, 26,1919 

Apr, 22,1924 

Aug, 11,1927 

Nov, 8,1928 
May 1,1930 
May 1,1931 

.$200,000,000 

820, 000, 000 
50, 000, 000 

100, 000, 000 
20, 000, 000 

20, 000, 000 

20, 000, 000 

10,183,400 

1, 744, 900 
1, 609, 500 
1, 410, 500 

$150, 000, 000 

500, 000, 000 

90, 000, 000 

00,801, 000 

2, 694,900 
2,274,400 
1,921,700 

Oct, 13,1916 
Mar, 10,1918 
Mar. 21,191S 
Nov. 7,1918 
May 1,1919 

Nov, 26,1919 

Apr, 22,1924 

Aug, 11,1927 

Nov, 8,1928 
May 1,1930 
May 1,1931 

$500,000,000 (common stock, 
no par, $10 stated value)... 

50,000,000 shares common 
stock, no par, $50 stated 
value. . . . . . . 

820, 000, 000 
50, 000, 000 

100, 000, 000 
20, 000, 000 

20, 000, 000 

20, 000, 000 

10,183,400 

1, 744, 900 
1, 609, 500 
1, 410, 500 

$150, 000, 000 

500, 000, 000 

90, 000, 000 

00,801, 000 

2, 694,900 
2,274,400 
1,921,700 

Oct, 13,1916 
Mar, 10,1918 
Mar. 21,191S 
Nov. 7,1918 
May 1,1919 

Nov, 26,1919 

Apr, 22,1924 

Aug, 11,1927 

Nov, 8,1928 
May 1,1930 
May 1,1931 

$500,000,000 (common stock, 
no par, $10 stated value)... 

50,000,000 shares common 
stock, no par, $50 stated 
value. . . . . . . 

820, 000, 000 
50, 000, 000 

100, 000, 000 
20, 000, 000 

20, 000, 000 

20, 000, 000 

10,183,400 

1, 744, 900 
1, 609, 500 
1, 410, 500 

$150, 000, 000 

500, 000, 000 

90, 000, 000 

00,801, 000 

2, 694,900 
2,274,400 
1,921,700 

$500,000, 000 

500, 000, 000 

Oct, 13,1916 
Mar, 10,1918 
Mar. 21,191S 
Nov. 7,1918 
May 1,1919 

Nov, 26,1919 

Apr, 22,1924 

Aug, 11,1927 

Nov, 8,1928 
May 1,1930 
May 1,1931 

10,000,000 shares, common 
stock, $25 par value 

820, 000, 000 
50, 000, 000 

100, 000, 000 
20, 000, 000 

20, 000, 000 

20, 000, 000 

10,183,400 

1, 744, 900 
1, 609, 500 
1, 410, 500 

$150, 000, 000 

500, 000, 000 

90, 000, 000 

00,801, 000 

2, 694,900 
2,274,400 
1,921,700 

$500,000, 000 

500, 000, 000 $500, 000, 000 

500, 000, 000 
600, 000, 000 
500, 000, 000 

Oct, 13,1916 
Mar, 10,1918 
Mar. 21,191S 
Nov. 7,1918 
May 1,1919 

Nov, 26,1919 

Apr, 22,1924 

Aug, 11,1927 

Nov, 8,1928 
May 1,1930 
May 1,1931 

$750,000,000 (common stock, 
SIO par value) 

820, 000, 000 
50, 000, 000 

100, 000, 000 
20, 000, 000 

20, 000, 000 

20, 000, 000 

10,183,400 

1, 744, 900 
1, 609, 500 
1, 410, 500 

$150, 000, 000 

500, 000, 000 

90, 000, 000 

00,801, 000 

2, 694,900 
2,274,400 
1,921,700 

$500,000, 000 

500, 000, 000 $500, 000, 000 

500, 000, 000 
600, 000, 000 
500, 000, 000 

Oct, 13,1916 
Mar, 10,1918 
Mar. 21,191S 
Nov. 7,1918 
May 1,1919 

Nov, 26,1919 

Apr, 22,1924 

Aug, 11,1927 

Nov, 8,1928 
May 1,1930 
May 1,1931 

$750,000,000 

820, 000, 000 
50, 000, 000 

100, 000, 000 
20, 000, 000 

20, 000, 000 

20, 000, 000 

10,183,400 

1, 744, 900 
1, 609, 500 
1, 410, 500 

$150, 000, 000 

500, 000, 000 

90, 000, 000 

00,801, 000 

2, 694,900 
2,274,400 
1,921,700 

$500, 000, 000 

500, 000, 000 
600, 000, 000 
500, 000, 000 

Oct, 13,1916 
Mar, 10,1918 
Mar. 21,191S 
Nov. 7,1918 
May 1,1919 

Nov, 26,1919 

Apr, 22,1924 

Aug, 11,1927 

Nov, 8,1928 
May 1,1930 
May 1,1931 

$750,000,000 

820, 000, 000 
50, 000, 000 

100, 000, 000 
20, 000, 000 

20, 000, 000 

20, 000, 000 

10,183,400 

1, 744, 900 
1, 609, 500 
1, 410, 500 

$150, 000, 000 

500, 000, 000 

90, 000, 000 

00,801, 000 

2, 694,900 
2,274,400 
1,921,700 

$500, 000, 000 

500, 000, 000 
600, 000, 000 
500, 000, 000 ' $6,000,000 

10,000,000 

Oct, 13,1916 
Mar, 10,1918 
Mar. 21,191S 
Nov. 7,1918 
May 1,1919 

Nov, 26,1919 

Apr, 22,1924 

Aug, 11,1927 

Nov, 8,1928 
May 1,1930 
May 1,1931 $750,000,000 

820, 000, 000 
50, 000, 000 

100, 000, 000 
20, 000, 000 

20, 000, 000 

20, 000, 000 

10,183,400 

1, 744, 900 
1, 609, 500 
1, 410, 500 

$150, 000, 000 

500, 000, 000 

90, 000, 000 

00,801, 000 

2, 694,900 
2,274,400 
1,921,700 

$500, 000, 000 

500, 000, 000 
600, 000, 000 
500, 000, 000 ' $6,000,000 

10,000,000 

Oct, 13,1916 
Mar, 10,1918 
Mar. 21,191S 
Nov. 7,1918 
May 1,1919 

Nov, 26,1919 

Apr, 22,1924 

Aug, 11,1927 

Nov, 8,1928 
May 1,1930 
May 1,1931 

' $6,000,000 
10,000,000 

1 stated in shares. 

The preceding tabulation show-s the date on which the board of 
directors voted to change the authorized amount of each class of 
capital stock already outstanding as well as the autborization for the 
issue of new classes of stocks. I t wdll be noted that the common stock 
had a par value of $100 per share from the date of the hutial authoriza-
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tion until November 26, 1919, when it ŵ as converted into a nopar 
stock, with a stated value of $10 per share. In 1924 the stated value 
W'-as increased to $50 per share and in 1927 it w-as converted back to 
par stock witli a value of $25 per share. The par value was reduced to 
$10 per share during 1928, and that was the last change in the common 
stock during the period under review ,̂ naniety, to December 31, 1937. 

Several changes hi. the various classes of preference and debenture 
stocl̂ s also occurred from time to time. For instance, early hi 1919 a 
small portion of the 6 percent preferred stock was exchanged for 6 
percent debenture stock. Then on November 26, 1919, the issua.nc.e of 
7 percent debenture stoclc ŵ as authorized at which time subscription 
warrants were issued to the holders of both the 6 percent preferred 
and debenture stocks entitling them to subscribe to the neŵ  7 percent 
debenture stock and to pay therefor either wholly in cash or one-half 
hi cash and the balance hy surrenderhig the 6 percent preferred or 
6 percent debenture stocks on a par-for-par basis. As a residt of 
this ofi'er by the corporation, approximately 8,000 shares of the 6 
percent preferred and 119,000 shares of the 6 percent debenture stocks 
were turned hi and approximately 126,000 shares of the new 7 percent 
debenture stock was issued in exchange. 

On April 22, 1924, the name of the 7 percent debenture stock w'as 
changed to 7 percent preferred stock. On the same date the board of 
directors adopted a resolution permitting holders of the 6 percent 
preferred and debenture stocks to exchange their shares at par ($100 
per share) plus a payment in cash, the amount of w-hich to be fixed 
by the board of directors from time to time, for the 7 percent preferred 
stock. Exchanges on this basis ŵ ere made each year from 1924 to 
1930, inclusive. On May 1, 1930, the board of dhectors voted to 
retire the 6 jiercent preferred, 6 percent debenture, and 7 percent 
preferred stocks by issuing therefor a nopar preferred stock bearhig an 
annual dividend at the rate of $5 per share. These exchanges were 
made at varying ratios and all of the above-mentioned classes of stocks 
not turned in by Jnly 21, 1930, W'Cre called for redemption for cash. 
The no-par preferred stock, $5 series, was tbe only class of preference 
stock outstandhig from 1930 to 1937, hiclusive. 

In addition to the issues of capital stocks just mentioned, through 
excbange for other classes various classes were issued for properties, 
cash, bonus awards, and, in the case of the common stock, as stock 
dividends. Each of these prmcipal issues wUl be discussed later. 

Immediately following is a brief outline of the rights of the various 
classes of capital stocks hsted in the preceding tabulation. 

Cajntal-stock issues.—A statement showmig each change in the 
amount authorized for each class of stock has been presented. This 
report now briefly outlhies each new issue of the capital stocivs by 
years and also discusses the various exchanges of one class for another. 
In subsequent parts of this report the purpose of issue, consideration 
received, and the effect upon the corporate worth will be discussed for 
each of the prmcipal issues. 

Six percent preferred stock, $100 par value.—The 6 percent preferred 
stock was initially issued during. 1917, $19,676,800 par amount, in 
comiection Avitli the acquisition of the stock of General Motors Co. 
The corporation began to retire tliis class of stock durmg 1919 and 
continued until 1930, wdien the balance outstandhig was retired 
through exchange for nopar preferred stock, $5 series, and the balance 
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was called for redemption. The corporation gave 1.35 shares of the 
new no-par preferred for 1 share of the 6-percent preferred and the 
balance of this class of stock which was not turned in for this exchange 
was called for redemption at the rate of $110 per share, 

6 percent debenture stock, $100 par value.—The 6 percent debenture 
stock was first issued in 1918 and during 1920 the corporation began 
to retire it through exchange for 7 percent debenture stock and in 
subsequent years for 7 percent preferred stock. During 1930, part 
of this stock was retired through exchange for no-par preferred stock, 
$5 series, at the rate of 1.15 shares of the debenture stock still out
standing for 1 share of the new no-par j^referred stock and the balance 
was called for redemption at the rate of $115 per share. The next 
tabulation presents the issues and retirements of the 6 percent 
debenture stock. 

TABLE 26.—Summary of changes in number of shares and stated value of General 
Motors 6 percent debenture stock, $100 par value, by years 

Shares issued or retir^ed for- Shares Stated as 
capital 

298, 692 
3,871 
5,000 

$29,869,200 
387,100 
600, 000 

307, 663 
36, 298 
27, 514 
9,121 

300,000 
9,874 
6,110 

31, 238 

30, 756, 300 
3,629,800 
2,751,400 

912,100 
30, 000, 000 

987,400 
611, 000 

3, 123,800 

727, 718 72,771,800 

487 
119, 221 

48, 70O 
11, 922, lOÔ  

119,708 11,970,800 

608, 010 60,801,000 

692,692 
15,418 

69, 259, 200 
1, 641,800 

608, 010 60,801, OOO 

0 0 

Part payment of assets of United Motor Corporation' 
Minority interest in Harrison Radiator Co 
Capital stock of Lancaster Steel Products Co.' 

Balance at Dec. 31,1918 
Part payment of capital stock of Dayton Metal Products Co.'. 
Issued in exchange for 6 percent preferred stock.. , 
Issued to purchase 6 percent preferred stoclc for the treasiury 
Cash 
Preferred stock ot Jemesville Machine Go 
Certain assets of International Fuse & Arms Co.* 
Certain assets of T. W. Warner & Co 

Balance at Dec. 31,1019 

Less adjustment for overissue in connection with acquisition of United Motor 
Corporation by cfedit to surplus 

Retired through exchange for 7 percent debenture stock 

Total 

Balance at Deo. 31,1920 to 1923, inclusive 

Retired through exchange for 7 percent preferred stock 1920-30 

Called for redemption ($115 per share) 

Total retirements 

Balance at Deo, 31, 1930 

' In addition to $29,869,200 in 6 percent debenture stock. General Motors Corporation gave $9,956,400 in 
$100 par value common stock, $2,095,118 in United Motors Corporation's own stock (this stock was acquired 
by General Motors Corporation in tlie acquisition of Chevrolet Motor Co. of Delaware), and added $9,714,608 
to surplus. 

' In addition to $500,000 in 6 percent debenture stock. General Motors Corporation, gave $1,617,600 in 
common stock and added $245,358 to surplus, 

' I n addition to $3,829,800 in 6 percent debenture stock. General Motors Corporation gave $2,145,700 in 
common stock and added $2,541,583 to surplus. 

' I n addition to $611,000 in 6 percent debenture stock. General Motors Corporation gave $572,600 In cash 
and added $66,400 to surplus. 

7 percent debenture; stoclc, $100 par value,—The 7 percent debenture 
stock ŵ as first issued in exchange for 6 î ercent preferred and 6 percent 
debenture stocks during 1920, During the same year this class 
of stock was issued for bonus awards and ca.sh and for properties in 
each of the years 1922 and 1923. On April 22, 1924, the boa.rd of 
directors adopted a resolution to change the name from 7 percent, 
debenture to 7 percent preferred stock. Tins change in name did 
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not affect the number of shares outstanding or the amount stated as 
capital. The various issues of tbe 7 percent dcbontuie stock follow: In 

Shares Stated as 
capital 

120,967 
14, 088 

128,271 

$12, 095, 700 
1,408, 800 

12, 827,100 

209,316 
52,500 

26, 931, 600 
5, 250, 000 

327, 816 
7,500 

32,181, 600 
750, 000 

329, 316 32, 931,600 

Shares issued or retired for— 

Exchanged for 6 percent preferred and 6 percent debenture stock. 
Bonus awards 
Cash 

Balance at Dec. 31, 1920 and 1921 
Part payment for stock of Brown-Lipe Chapin Co. 

Balance at Dec. 31, 1922. 
Part payment of assets of Armstrong Spring Co. . . 

Balance at Dec, 31,1923 

' Converted into 7 percent preferred stock. 

7 percent preferred stock, $100 par value.—As stated before, this class 
of stock was first designated as 7 percent debenture stock and that 
during 1924 the name was cbanged to 7 percent preferred stock. 
I t will be noted from the tabulation wdiich follows, that excepting 
the issues for cash and properties during 1927 and 1929, respectively, 
the 7 pei'cent preferred stock ŵ as issued in exchange for 6 percent 
preferred and debenture stocks. These exchanges were made on a 
par-for-par basis plus a cash payment by the stockholder, which 
amount varied from $10 to $15 per share as stipulated by the-board 
of directors. The premiums, which represented the amount of cash 
payments received by the corporation from these exchanges, was 
credited to surplus. 

The following tabulation also shows that nearlj' all of the 7 percent 
preferred stock outstanding in 1930 w'as retired through exchange for 
no-par-value prefen-ed stock, $5 series, on a basis of 1.35 shares of the 
latter stock for 1 share of the former, and that the balance was called 
for redemption in cash at the rate of $125 per share. A summary of 
the issues and retirements of this class of stock follows: 

TABLE 27.—Summary of changes in number of shares and stated value of General 
Motors 7--percent preferred stock $100 par value, by years 

Shares issued or retired for-

7-percent debenture stock converted to 7-percent pre
ferred stock 

Exchange for 6-percent debenture and 6-percent pre
ferred stock 

Balance at Dec. 31, 1924 
Exchange for 6-p6rcent debenture and 6-percent pre

ferred stock.. 

Balance at Dec. 31, 1025 
Exchange for 6-percent debenture and C-percent pre

ferred stock 

Balance at Dec. 31,1926 
Cash—Sold through J. P. Morgan & Co... 
Exchange for 6-percent debenture aud 6-perceut pre

ferred stock 

Balance at Dec. 31, 1937 
Exchange Ior 6-pero6nt debenture and 6-percent pre

ferred stock. 

Balance at Dec. 31, 1928 

Shares Stated as 
capital 

Stated as 
surplus To ta l 

329,316 $33,931,600 0 $32,931,600 

693,192 69,319, 200 $6,931,920 76,261,120 

1, 022, 608 102, 260, 800 6,931,920 109,182, 720 

23, 684 2,308, 400 272, 075 2, 640, 475 

1, 046,192 104, 619, 200 7, 203,995 111,823, 195 

7,140 714, 000 107,100 821,100 

I , 053, 332 
250, 000 

105, 333, 200 
25, 000, 000 

7, 311, 095 
4, 260, 000 

113,644, 295 
29, 250, 000 

5,025 602, 600 76,375 677, 875 

1, 308, 367 130, 835, 700 11,630,470 142,472, 170 

2,726 272,600 40, 890 313, 490 

1,311,083 131,108, ,300 11,677,360 142,785, 660 
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i'r). 

T A B L E 27.—Svnnmary of changes i n number of shares and stated value of Genera.l 
Motors 7~percent preferred stock $100 par value, by years—Continued 

Shares issued or retired for-

Net assets of North East Appliance Corporation 
Exchange for 6-percent debenture and 6-percent pre

ferred stock 
Balance at Deo, 31, 1929 

Exchange for 6-percent debenture and 0-percent pre
ferred stock 

Total. 
Retired through exchange for no-par preferred stock, 5's' 
Called for redemption ($125 per share)* 

Total retired 
Balance at Dec. 31, 

iShares Stated as 
capital 

Stated as 
surplus Total 

40,000 4,000,000 865, 444 4, 865, 444-

4,055 405,500 60, 825 466, 325 
1, 366,138 13,5,513,800 12,603, 029 148, 117, 429' 

903 90,300 13, 545 103,845 
1, 356, 041 13,5. 604. ion 12,617,174 148, 221, 274. 
1, 206, 793 

90, 248 
126, 579, 300 

9, 024, BOO 
126, 579, 300 

9, 024; 800 
1,356,041 135, 604,100 0 13,5, 604,100-

. 0 0 12,017, 174 12,017,174 

> 1,205,793 shares of 7-percent preferred stock ($100 par value) were retired through exchange for 1,708,829 
shares of no-par preferred stock ($100 stated value) at the ratio of 1 share for 1.35 shares, respectively, and 
the premium of $44,302,756 -was charged to surplus. 

! The $25 per share prcmium paid on redemption by call of the 90,248 shores of 7-percent preferred stock 
resulted in the reduction of surplus by Ihe sum of $11,281,000. 

No-par preferred stock, $5\ series.—This class of stock has an 
assigned value of $100 per share and was first authorized and issued 
during 1930. In that year all of the other classes of preference stocks, 
namely, 6-percent preferred, 6-percent debenture, and 7-percent 
debenture stock, were retired and the no-par preferred stock was 
issued. Of the total of this class of stock which was issued during^ 
1930,-amounting to $187,536,600, di-sided into 1,875,306 shares, 
1,716,804 shares were issued through exchange for the above-
mentioned classes of preference stocks and 158,562 shares were 
sold through J. P. Morgan & Co. for cash. There were no changes 
in the amount of this stock stated as capital or the number of shares 
from 1930 to 1937, inclusive. 

Rights of preferred stock, $3 series stockholders.—The preferred 
capital stock $5 series is of no-par value and nonvothig. Dividends, 
are cumulative only after dividends have first been paid on the 
7-percent preferred stock then on 6-percent preferred stock and 6-
percent debenture stock on an equal and pro rata basis, after which 
the holders of preferred stock $5 series, wdthout par value, shall be-
entitled to receive cumulative dividends, -wdien and as declared by 
the board of directors. The dividend rate of the preferred stock, 
$5 series, shaU be $5 per share per annum and no more. 

In the event of liquidation or dissolution or winding-up, wdiether 
voluntary or otherwise, of the corporation, the holders of the 7-percent 
preferred stock shall first be paid after which the holders of the 
6-percent preferred stock and 6-percent debenture, pari passu, and 
after such paj^ment in full, the holders of the preferred stock without 
par value, shall be entitlecl to be paid each class in full or $100 before 
distribution to the holders of common stock. 

The liolders of the i>referred stock v/ithout par value sliall not 
have any voting power wdiatsoever except: (1) Upon the question of 
selling, conveying, transferring or otherwdse disposing of the property 
and assets of the corporation; (2) if and wdien the 7-p6rcent preferred 
stock is retired, in the event the corporation shah fah to pa.y any 
dividends on the shares of any series of the preferred stock for a 
period exceeding 6 months, the holders of the shares of preferred 
stock without par value, as a class, during the continuance; of such 
nonpayment shall have exclusive right to elect one-quarter of thê  
total number of directors of the corporation. J 
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I n regard to the redemption price of the preferred stock without 

par value, article four of the certificate of incorporation states: At 
the option of the board of directors the preferred stock without par 
value was subject at the amount fixed for the respective series, to
gether in the case of each class or series, with accrued dividends on 
the shares to be redeemed, on any dividend paying date in such 
manner as the board of dhectors may determme. 

General Motors Corporation $100 par value common stock,—The 
various issues and retirements of the $100 par value common stock 
are sbown in the text ta.bulation w-hich follow^s. The transactions 
involving the issue of the $100-par-value-per-sharc common stock 
are self-explanatory wdth the exception of the issue for cash in 1918. 
These shares were subscribed for by du Pont American Industries 
at $120 per share, or a total of $28,800,000. Of this sum $24,000,000, 
or the total par amount, was added to capital and the balance of 
$4,800,000 ŵ as added to surplus. 

This class of common stoclc was retired in 1919, and in its place 
the corporation issued no-par common stock with a stated value of 
$10 per share, and issued 10 shares of the new for each share of the 
old $100 par-value stock. This transaction did not cause any change 
in the valuation of the stock; however, after the change the corpora
tion had 10 times as many shares outstanding as previously. 

TABLE 28.—Summary of changes in number of shares and stated -value of General 
Motors com-mon stock, $100 par value, by years 

Shares stated as 
capital 

Stated as 
surplus Total 

825, 588 
825. 588 
282,084 

$82,558,800 
82,5,58,800 
28, 268, 400 

0 
0 

$8,065,083 

,$82, 558, 800 
82, 558, SOO 
36,333, 483 

[ 49,000 4,900, 000 0 4, 900, 000 

99, 564 
16,176 

240, 000 

9, 956,400 
1,617, 500 

24, 000, 000 

0 
215, 358 

4, 800, 000 

9, 956,400 
1, 802, 858 

28, 800, OOO 

1, 613,011 
35, 451 

151, 301,100 
3, 546,100 

13, no , 441 
6, 707, 611 

164,411, 541 
9, 252, 711 

21, 457 2, 145, 700 2, 641, 583 4,637,283 

1, 569, 919 156,991, 900 21, 369, 035 178,351, 536 

1, 567, 524 156, 752,400 0 156, 752,400 

2,395 239, 500 21, 359, 635 21, 599,135 

2,321 232,100 0 232,100 

74 7,400 21, 359,635 21, 367, 035 

67 6,700 0 6,700 

7 700 21, 359, 035 21, 360, 335 

7 700 0 700 

0 0 21, 359, 035 21, 359, 635 

Shares issued or retired for— 

Common stock of General Motors Co 
Total issued to Dec, 31,1917.. 
Assets of Chevrolet Motor Co 
Che-vrolet Motor Co. of Canada, Ltd 
McLaughlin Motor Car, L td . 
McLaughlin Carriage Co., Ltd 
Part payment of assets ol United Motors Corpora

tion 1 
stock of Lancaster Steel Products Co,̂  
Cash 

Balance at Deo. 31, 1918 
Eor entire capital stock of Domestic Engineering Co.. 
Part payment for entire capital stock of Dayton Metal 

Products Co.̂  

Balance at Dec. 31, 1919 
Retired through exchange for $10 no-par common 

stoclc 

Balance at Dec. 31, 1920 
Retired through exchange for $10 no-par common 

stoclc 

Balance .at Dec. 31, 1931 
Retured through excbange for $10 no-par common 

stock 

Balance at Doc. 31, 1922 and 1923 
Retired through exchange Ior $10 no-par common 

stock ^ 

Balance at Dec. 31, 1024 

' In addition to $9,956,400 in SlOO-par-value common stock. General Motors Corporation gave $29,869,200 
in 6-percent debenture stoclc, $2,095,118 in United Motors Corporation's own stock (this stock was acquired 
by General Motors Corporation through the acquisition ol Chevrolet Motors Oo, of Delaware), and credited 
surplus witli $9,714,603. 

' In addition to $1,617,500 in common stock and credit to surplus ot $245,358, General Motors gave $500,000 
in 6-percent debenture stock. 

s In addition to $2,145,700 in common stock and credit to surplus of $2,541,583, General Motors Corporation 
gave $2,,533,800 in 6-percent debenture stock. 

1 
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No-par common stock—stated- value $10 per share.—This class of 
common stock was outstanding from 1920 imtil during the j'-ear 1924 
when i t was retired through an exchange for no-par value common 
stock with a stated value of $50 per share. The various issues and 
retirements of the nonpar common stock with a stated value of $10 
per share are summarized in the followhig tabulation. 

The transactions involving the issue and retirement of these shares 
are generally self-explanatory with the exception of the issue for cash 
in 1920. With regard to this issue the holders of common stock at 
the close of business June 12, 1930, were offered the right to subscribe 
to an additional issue of common stock at a price of $20 per share to 
the extent of 20 percent of the holdings. This issue ŵ as underwritten 
by J. P. Morgan & Co., who agreed to purchase or guarantee to sell 
at a price of $20 per share such amount of said stock as was not sub
scribed for by the stockholders on or before July 7, 1920. The avail-
a,ble accounting records of General Motors Corporation indicate that 
a.n but 17,205 shares had been subscribed for by the stockholders up 
to July 7, 1920, and, accordhigly, this number of shares was pmchased 
by J. P. Morgan & Co. In consideration for underwriting this issue 
of stock, J. P. Morgan & Co. was paid the sum of $2,019,856, w-hich 
amount was many times the subscription amount of 17,205 shares 
that J. P. Morgan was caused to purchase by the terms of the under
writing agreement. 

The corporation exchanged the common shares with $10 stated 
value on the basis of four shares of the no-par common stock with a 
stated value of $10 per share plus a charge to surplus of $10, for one 
share of the new no-par common stock with a stated value of $50 per 
share. This change in the stated value of the no-par common stock 
resulted in reducing the number of shares outstanding, as of the date 
of this exchange, from 20,646,397 to 5,161,599 shares. The amount 
stated as capital was increased from $206,463,970 to $258,079,950, or 
a difference of $51,615,980 which represented the total charge to 
surplus resulting from the exchange. 

TABLE 29,—Summary of changes in number of shares and stated value of General 
Motors no-par common stock, $10 stated value, by years 

Shares issued or retired for— • Shares Stated as 
capital 

Stated as 
surplus Tota l 

15, 075, 240 
214, 659 
140, 000 

1, 290, 366. 525 
3, 220, 702 

$156, 752, 400 
2,146, ,590 
1, 400, 000 

12, 903, 665 
33, 207, 020 

.$4, 293, isO 
3,332,000 

32,207,020 

$156,752, 400 
6,439, 770 
4, 733, 000 

12, 903, 665 
04, 414, 040 

20, 540, 967. 525 

1, 623 

205, 409, 675 

16, 230 

39, 832,200 

16, 230 

245, 241, 875 

20, 539, 344. 625 
23, 210 
83,103 

305,393,445 
232,100 
831,030 

39, 848, 430 

332, 412 

245, 241, 875 
232,100 

1, 163, 442 

20, 645, 657. 625 
670 

200, 456, 576 
6,700 

40,180, 842 246,637,417 
0,700 

20, 646, 327. 525 206,463, 275 40,180, 843 240, 014,117 

Exchange of comTnon stock, $100 par value for 
no-par common stock at rate of 10 shares for 1.. 

Bonus awards 
Net assets of Chevrolet Motor Co. of California.. 
Stock dividend on common stock 
Cash 

Total issued 
Less: Adjustment for overissue in connection 

with acquisition of United Motors Corporation 
during 1918 

Balance at Dec, 31, 1920 
Exchange of common stock, $100 par value 
Bonus awards 

Balance at Dec. 31, 1921 
Exchange of common stock, $100 par value 

Total issued 
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TABLE 29.—Summary of changes in number of shares and stated value of General 

Motors no-par comm.on stock, $10 stated value, by years—Continued 

Shares issued or retired for— 

Less: Cancelation of subscriptions.. 
Warrants issued in error.... 

Total retirements. 

. Balance at Dec. 31, 1922.. 
Bonus awards 

Balance at Dec. 31, 1923 
Exchauge of common stock $100 par value.. 

Total issued 
Less: Exchange of 4 siiares of no-par conunon 

stock ($10 stated value) for 1 share of no-par 
common stock $50 stated value (a charge to sur
plus ot $10 per share was therefore made).. 

Balance at Dec. 31, 1924., 

Shares 

.525 

i8, 577. 525 

20, 557, 760 
88, 577 

20, 040, 327 
70 

20, 616, 397 

20, 046, C97 

Stated as 
capital 

$885, 770 
5 

886,775 

205, 577, 500 
885, 770 

206,463, 270 
700 

206, 463, 970 

206,463, 970 

Stated as 
suri)ius 

;40,180, 842 
354, 308 

40, 535, 150 

40, 535,150 

40, 635,150 

Total 

$885, 770 
5 

245, 7,58, 342 
1, 240, 078 

246, 998, 420 
700 

246, 999,120 

206,403,970 

40, 535,150 
J 1 

No-par common stock—stated value $50 per share.—This class of 
ca.pital stock was first issued in 1924 in the amount of $258,079,950, 
representing 5,161,599 shares. There ŵ ere no changes in the amount 
issued during 1925. In 1926 the corporation acciuired the assets of 
Fisher Body Corporation and issued, as part payment therefor, 638,401 
shares representing a ledger value of $31,920,050. A 50 percent 
stock dividend, payable to stockholders of record on August 21, 1926, 
in the amount of $145,000,000 representing 2,900,000_ shares, 
accounted for the only other change in this class of stock during 1926. 

The corporation reduced the stated value of this class of stock from 
$50 per share to a par value of $25 per share in 1927. This change 
did not affect the amount stated as capital which at the time of the 
exchange amounted to $435,000,000 but did result in doubling the 
number of shares then outstandhig from 8,700,000 to 17,400,000 
shares. 

Common stock $25 par value.—General Motors Corporation con
verted its common stock of no-par value into common stock w-ith a 
par value of $25, per share, in 1927. The exchange did not alter the 
amount of $435,000,000 stated as capital but did result in increasing 
the number of shares to 17,400,000. There ŵ ere no changes in the 
amount or number of shares of this stock issued and outstanding 
during 1928; how-ever, in 1929 the par value was reduced to $10 per 
share. This reduction hi par value caused the issuance of 2Ĵ  shares 
of the new common stock with a par value of $10 per share for 1 
share of the common stock wdth a par value of $25 per share. The 
amount of $435,000,000 stated as capital remained the same but the 
number of shares issued mcreased to 43,500,000. 

Common stock—$10 par value.—This class of common stock was 
issued in 1929 through an exchange for common stocli with a par 
value of $25 per share. As stated above, there was no change in the 
total amount stated as capital, or $435,000,000 at the time of the 
exchange; howcA-er, the number of shares was increased to 43,500,000 
shares. 

There were no further changes in the total a.mount or number of 
shares of the common stock with a par value of $10 per share from 
the date of its issue in 1929 to December 31, 1937. 

171233—39- -35. 
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Rights, common-stocks stockholders.—The holders of the common 
stock have sole right of vote on all matters to the exclusion of all 
other classes of capital stocks excepting as otherwise stated with 
respect to the rights of the preferred stock. 

Summ.ary of capital stocks issued.—There is presented hereafter a 
summai-y of the total values assigned to the ca,pital stocks issued, 
together wdth the consideration for issue. As shown by this summary, 
the net value assigned to the capital stocks issued, after deducting 
adjustments and rethements, was $724,866,547. Of this total 
amoimt, $435,000,000 was assigned to common stock, $187,536,600 
to preferred stock, and $102,329,947 was added to surplus. 

The sum of $102,329,947 added to surplus represented the excess 
over par or stated amounts that was assigned to the capital stock 
issued for property and assets and bonus awards or received in cash 
from the sale of capital stock in excess of the par or stated amount. 

On numerous occasions. General Motors Corporation gave as con
sideration for property and assets a certain number of shares of pre
ferred and common stock. On these occasions, the board of directors 
would state that the value of the property and assets received for these 
shares was of a designated amount. When recording these acquisi
tions, the corporation added the assigned values to the assets as prop
erties acquhed, and added to capital-stock accounts the par or stated, 
value of the shares issued, and the difference was added to surplus. 
In some instances, tbe value of the assets and property acquired was 
calculated by multiplying the number of shares agreed to be given by 
the market price of the shares at that particular time. If tbe market 
price exceeded the par or stated amount, the difl'erence w-as added to 
surplus when the transaction was recorded. 

On several occasions the corporation was able to sell capital stock 
for cash at a price higher than the par or stated amount of the ca.pital 
stock. In recording these sales, the corporation added to capital-stock 
accounts a sum equal to the par or stated amount of the stock issued 
and the dift'erence between that and the price received was added to 
surplus. 

In a final summarization of the consideration for which the capital 
stock was issued, it will be seen by reference to the next summary that 
capital stock was issued for propertj^ and assets in the a.mount of 
$292,331,279, for cash $178,798,276, as bonus awards $10,252,090, as 
stock dividends $157,903,665, and $97,183,112 as surplus distribution 
through conversion of shares of one stated value to anotherstatedvahie. 

TABLE 30.—Summary of capital stocks issued by General Motors Corporation 

Stated as capital 

Added to 
surplus Total 

Common 
stock 

Preferred 
and deben
ture stock 

Added to 
surplus Total 

For property and assets,. 
For casii . . . 

$166,295,720 
50, 207,020 
3,863,390 

157, 903, 606 
61,615,980 

$08, 708,000 
82, SOS, 768 
1,408,800 

$57, 267, 569 
40,082,488 
4,979,900 

$292,331, 279 
178, 798,276 
10. 252. 090 

167,903. 605 
97,183,112 

Bonus awards . 
Stock dividends.. . . . . . . 

$166,295,720 
50, 207,020 
3,863,390 

157, 903, 606 
61,615,980 

$08, 708,000 
82, SOS, 768 
1,408,800 

$57, 267, 569 
40,082,488 
4,979,900 

$292,331, 279 
178, 798,276 
10. 252. 090 

167,903. 605 
97,183,112 Surplus distribution in re conversion of shares... 

Total - . . . 

$166,295,720 
50, 207,020 
3,863,390 

157, 903, 606 
61,615,980 45, 667,132 

$292,331, 279 
178, 798,276 
10. 252. 090 

167,903. 605 
97,183,112 Surplus distribution in re conversion of shares... 

Total - . . . 435, 885, 775 
885, 775 

198, 262, 700 
10,710,100 

102,329,947 736,468,422 
11,601,875 Less adjustments and retirements. 

435, 885, 775 
885, 775 

198, 262, 700 
10,710,100 

102,329,947 736,468,422 
11,601,875 

Balance Dec. 31, 1937 

435, 885, 775 
885, 775 

198, 262, 700 
10,710,100 

736,468,422 
11,601,875 

Balance Dec. 31, 1937 436, 000, 000 187, 636, 600 102, 329,947 724,866, 547 
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SECTION 10. COMPARATIVE CONSOLIDATED INCOME AND EXPENSE 
STATEMENT FOR GENERAL MOTORS CORPORATION AND CONSOLI
DATED SUBSIDIARIES, 1927 TO 1937, INCLUSI-VE 

Introduction.—Table 31, presents the comparative yearly income 
and expenses of General Motors Corporation and consolidated sub
sidiaries, for the period from January 1, 1927, to December 31, 1937. 
This stateinent was constructed so as to show the profit appljdng to 
the various bases of investment for which rates of return were com
puted. This statement represents the income and expenses, as deter
mined by the Commission's accountants, after applying the revisions 
outlined under the discussion of the surplus account. The corpora
tion's statements were revised in order to establish as nearly as pos
sible, in the length of time available, the correct current profit and 
expenses applying to each year's operations. 

The profit show-n in the revised statement exceeded in substantial 
sum the profit shown by the statement submitted by the corporation. 
The increase in the amount of profit resulted from the reclassification 
of many items and the application of these items to surplus direct 
rather tban through current income or expenses. The statement sub
mitted by the corporation, combined the manufacturing and distribu
tion operations with those of a financial and capital nature. 

There is no question but wdiat the latter type of operations may 
well be considered as part of the corporation's activities, yet obviously 
they should be segregated so as not to distort the facts wdth regard to 
the profit or losses resulting from the yearly manufacture and sale of 
motor vehicles and other products. More specifically, the position is 
taken that profits and losses relating to capital assets should not be 
combined with the results of manufacture and sale of motor vehicles 
and other products insofar as this inquiry is concerned. Likewdse, 
items that pertahi to the distribution of the corporation's profits 
should be excluded from the deductions from income of the corpora
tion and charged direct to surplus. The principal items excluded 
from current income and expenses have already been described under 
the discussion of the surplus account and are not repeated here. 

This inquhy ŵ as primarUy concerned with the investment and 
profit or losses resulting from the motor-vehicle operations, but the 
corporation engaged in several types of businesses and i t ŵ as fre
quently difficult, if not impossible, to definitely segregate the various 
types of businesses and all related financial transactions. For illus
tration, the corporation maintained cash balances which were un-
doubtedlj'- excessive insofar as the manufacturhig operations were 
concerned. A portion of this surplus cash was invested in Govern-. 
ment and marketable securities when not needed in the business. 
These investments returned a rate of income much lower than the 
manufacturing operations. I f a satisfactory basis had been available, 
the Commission's accountants would have eliminated the cash bal
ances in excess of normal needs. Because of the fact that a satisfac
tory basis was not avahable, and because the needs for cash vary so 
greatly, depending upon the seasonal requhements, no effort was made 
to exclude the surplus balances from the investment. The invest
ment in the total business, therefore, includes the surplus balances 
of cash and any income that was received from bank balances and 
investments in Government and marketable securities. A rate of 
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return was computed on the investment in the manufacturing opera
tions and tliis investment excluded the investment in Government and 
marketable securities, but even the exclusion of this hivestment did 
not exclude sm-plus balances of cash that remained on deposit in banks. 

The rate of return on the investment in the motor-vehicle bushiess, 
including the Fisher Body Division, as wdll be seen by reference'to 
page 491, exceeded the rate of return on the other activities of the cor
poration wdth the exception of the motor-vehicle parts and a.ccessories 
di-vision. The latter di-vdsion of the business produced a higher rate 
of return than any other division. These various divisions of tbe 
business were made, hisofar as it was possible to do so, wdthin the 
period of time available, with the thought that the user of motor 
vehicles is interested and entitled to Imow, with respect to the prices 
he pays for motor vehicles and parts and accessories, the essential facts 
regardhig the rates of profit whdch result from the prices paid, and to 
make this possible it was necessary to eliminate from the expenses and 
income of the manufacturing and distributing divisions, the unrelated 
financial matters or the distribution of these profits to the share
holders, executives, and employees of the corporation. Furthermore, 
the income or net profit from operations other than manufacturing 
operations should not be confused -with the profit or loss derived from 
the manufa.cture and sale of motor vehicles and other products. Such 
items were segregated hisofar as possible by the Commission's account
ants, and were not permitted to hifluence the results obtained from 
the manufactme and sale of motor vehicles and other products. 

In general, the prhiciples just outlined were applied to revise the 
income and expense statements as submitted by the corporation. The 
profits, expenses, and investment were analyzed, to the extent possible 
within tbe time avaUable, for the purpose of deternuning the invest
ment in the motor-vehicle division, the accessory and parts division, 
the other products division, and in the consolidated manufacturing 
operations, and to determine the real cost of operation and the profit 
resulting. Other expenses and losses or gains were treated.as deduc
tions from income or surplus, depending on their relation to the manu
facturing business. 

The income and expense statement as revised after applying the 
principles just outlined, follows: 



TABLE 31.—General Motors Corporaiion and consolidated subsidiaries—Statement of income and expenses, 19S7 to 1937, inclusive 

1929 1930 

Net sales.^ . 
Less factory cost of goods sold. 

$1,289,231,917 
889,760,528 

Gross prof i t on sales.. 399, 471, 389 

Commercial expenses..., 
Provision for doub t fu l accounts. 

114, 794, 584 
399,493 

Tota l expenses and doubt fu l accounts. 115,194,077 

Net profi t on sales--
Other income (net) 

284, 277, 312 
5,807,044 

Net prof i t on manufacturing operations. 290, 084, 356 

A d d income f rom outside investments: 
Dividends received. 
Provision for foreign di^^idend taxes 
Interest on Government, marketable, and other investments 
Interest on accounts w i t h General Motors Management Cor

poration 

5,980,144 

"2,"i64,'765" 

Tota l income f rom outside investments. 8,144, 849 

Net income on total operations.. 
Interest o.xpense 

298, 229, 205 
887, 346 

Net prof i t after interest and before income taxes.. 
Provision for State, Federal, aud foreign income taxes.. 

297, 341, 8,59 
35,073,019 

Net prof i t after income taxes ' 202, 268, 840 

$1,481,745,323 
1,032, 987,511 

$1, 532, 213, 745 
1,103, 555,492 

$1,00,5, 327, 003 
732, 224, 805 

$828,207,978 
596, 671, 671 

448,767,812 428, 658, 253 273, 103, 098 231, 530, 307 

135, 409, 499 
163,930 

154, 260, 920 
660,121 

134, 671, 536 
779,761 

110, 331,532 
1,131,7S7 

135,573,439 154, 827, 041 125,451,206 111,463,319 

313, 184, 383 
6, 653,621 

273, 831,212 
8, 282, 307 

147,651,802 
7, 122, 231 

120,072, 938 
• 1, 629, 213 

318,838, 004 282,113, 619 154, 774,033 l i s , 443, 776 

7,082,708 

'6,'C33,'584" 

91,693 

10, 564, 814 
I 190,000 

4,085, 2SS 

24, 617 

18, 016, 296 
1 499, 346 

1, 850, 698 

2,375,000 

11,314,378 
1 304, 879 

1, 770, 953 

2, 667, 600 

13,807,985 14, 484, 719 21,742, 548 15, 647, 952 

331, 045,989 
1, 429, 822 

296, 598, 238 
2,018,131 

170, 510, 581 
2,335,497 

133, 991,727 
2,463,610 

330,216,167 
33,959,984 

294, 680,107 
28, 755,106 

174, 181,084 
16,585,258 

131,628,117 
11,788,161 

296, 256, 203 265, 824, 911_ 157, 595,826 116, 739,956 

$440, 899, 312 
358, 401, 453 

83, 437, 859 

84,199, 336 
1,426,097 

85, 625, 433 

1 3,187, 674 
1, 847,144 

1 1, 340, 430 

8, 867, 615 
1 48S, 114 

1,95i; 213 

1, 610,000 

11,940,614 

10, 600,184 
1, 77,5,973 

8,824,212 
464,283 

8, 359, 9.30 
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TABLE 31.—General Motors Corporaiion and consolidated subsidiarieiSlatement of income and expenses, 1927 to 1937, inclusive—Continued g 

1933 1934 1935 1936 Tota l , 1927-37 

Ne t sales 
Less factory cost of goods sold. 

Gross prof i t on sales.. 

Commercial expenses. 
Provision for doub t f id accounts. 

To ta l expenses and doubt fu l accounts.. 

Net prof i t on sales., 
o ther income (net) 

Ne t prof i t on manufacturing operations. 

A d d income f rom outside investments: 
Dividends received 
Provision for foreign dividend taxes 
Interest on Government, marketable, and other inves tmen t s— 
Interest on accounts w i t h General Motors Management Cor

poration 

To ta l income f r o m outside investments . 

N e l income on total operations.. 
Interest expense 

Net prof i t after interest and before income taxes. 
Provision for State, Federal, and foreign income taxes.. 

Net profi t after income taxes " . . . 

$583, 746, 596 
428, 024, 934 

$862, 672, 670 
6S5,840, 349 

$1, 155, 641,511 
900, 090, 946 

$1,439,2,89, 940 
I , 094, 069, 974 

$1, 006, 789, 841 
1, 286, 004, 680 

165,721,662 176, 832,321 34,5, 229,! 320, 785, 201 

72, 678, 858 
1, 077, 063 

76, S77, 898 
211,816 

81,613,870 
125, 372 

91,214,218 
380, 787 

07,484,428 
67, 673 

73, 055, 931 77, 089, 714 81, 639, 248 91, ,596, 006 97, 652,101 

82,06.5, 741 
2,017, 053 

99, 742, 607 
3, 402, 836 

173,905,317 
3, 337,887 

253, 634, 961 
1, 849, 839 

223,233, 100 
3, 321,180 

84, 082, 794 103, 145,443 177, 243, 204 255, 484, 800 220, 564, 346 

8, 385, 028 
1 873, 004 

719,369 

1, 714, 246 

11,920, 038 
' 1,191,4.55 

407,169 

1, 544,999 

2S, 999, 024 
I 9S2, 695 

222, 717 

2, 098, 610 

27, 698, 261 
U , 33,5,516 

158,882 

2, 409,129 

27, 316, 6S8 
1 1, 050, 576 

238, 806 

291, 270 

I, 945, 638 12, 080, 761 30, 337, 662 23, 930, 756 26,190,188 

94,028,432 
1, 148, 046 

115, S26,194 
972,871 

207, 680, 866 
930, 920 

284,415,566 
719,412 

262, 744, 634 
641,983 

93,880,387 
12,370,991 

114,853, 323 
15,728,828 

206, 653, 946 
. 29,967, 203 

283,961, 144 
44,140, 009 

2,52, 202, 646 
49, 530,0S4 

80,509,396 99, 124, 495 176,096,683 239, 550, 075 202, 672,402 

$12, 225,766,736 
9, 107, 038,243 

3, 118,078,493 

1,143, 336, 684 
6, 329, 900 

1,149, 060, 584 

1, 968,411,909 
41,011,935 

2, 009, 423, 844 

166,144, 804 
1 7,421,585 
19, 203, 284 

14,327,069 

192, 753, 662 

2, 202, 177, 506 
1,5, 219, 614 

3, 136,957,892 
281,359,116 

1,906,598,777 
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REPORT ON MOTOR VEHICLE IND-USTRY 527 
Division of net sales by groups of products.—The preceding consoli

dated income and expense statement shows the total net sales by 
General Motors Corporation, and consolidated subsidiaries, during 
each of the years of the period from January 1, 1927, to December 31, 
1937. The total a.mount of net sales includes motorcars, accessories, 
parts and numerous other products. Shipments were billed to dealers 
at a delivered net price for the motor vehicles and specified accessories 
including a transportation charge to the purchaser's deliverj^ point. 
The transportation charge was based on the main factory city of each 
line of motor vehicles in the event the line was assembled and shipjied 
from more than one point. The transportation charge bUled to deal
ers was added to sales. The cost of transportation paid to transporta
tion companies was deducted from sales. The difference between cost 
and the amount collected was, therefore, reflected in sales. 

The following tabulation, designated as table 32, shows a division 
of the consolidated net sales wdth respect to the sales by the motorcar 
divisions, the accessories and parts group and the other products group. 
In tliis table intercompany sales to the motorcar divisions by the 
Mslier Body Division liave been eliminated. However, i t was impos
sible, wdth the information avaUable, to make the elimination of inter
company sales by the accessories and parts group and the other prod
ucts group due to lack of information as to a division of the intercom
pany sales for the latter two groups. The intercompany eliminations 
with regard to accessory and parts group and other products group 
are, therefore, combined in the fourth column and eliminated from the 
total. 

The lower half of the table referred to shows the percentages of sales 
by groups of products with relation to the total sales. By reference to 
the table it wHl be observed that the sales of the motorcar divisions 
represented from 73,19 to 81.45 percent of the total sales by the cor
poration and its consolidated subsidiaries. No comment is made 
upon the percent of sales by the accessory and parts group and other 
products group because it was impossible to eliminate the intercom-
panj^ sales. 

TABLE Z2.-—General Motors Corporation and consolidated subsidiaries 

DIVISION OF NET SALES BY GROUPS OF PEODUCTS, 1927 TO 1936, INCLUSIVE 

Year Motorcar 
divisions 

Accessories 
and parts group 

Other products 
group 

Intercompany 
accessories— 

parts nnd other 
products 

Total 

1927 $1,033,976,194 
1,144,418, 230 
1, ICS. 991,857 

735, 751. 315 
026,376,840 
322, 779, 234 
450, 870, 570 
674, 763, 444 
934, 547, 069 

1,131,266,070 
1, 308,784, 067 

$197,599,861 
231, 657,148 
240, 867, 640 
154,037,684 
130, 158, 722 
76, 308, 297 

103, 701, 244 
114, 939, 729 
180, 577, 985 
236, 261,171 
266, 840, 391 

$309,990, 157 
416,158,1,56 
430, 851. 059 
204,049,434 
196,700,027 
110,053,132 
131,320,053 
229,989,030 
272,342,026 
340,612,013 
418, 677, 596 

$252, 333, 295 
310, 788, 216 
308.496,811 
148, 610, 530 
124,027,611 
68, 210, 351 

108, 145, 271 
187,0)9, 633 
237, 825, 569 
208, 849, 314 
387,418, 213 

$1,289, 231.917 
1,481, 746,323 
1, 632,213, 745 
1, n05, 327,903 

828, 207,978 
440, 899,312 
683.740, 596 
862, 672, 670 

1,155,041.611 
1, 430, 289, 940 
1,606,789,841 

1928 
$1,033,976,194 
1,144,418, 230 
1, ICS. 991,857 

735, 751. 315 
026,376,840 
322, 779, 234 
450, 870, 570 
674, 763, 444 
934, 547, 069 

1,131,266,070 
1, 308,784, 067 

$197,599,861 
231, 657,148 
240, 867, 640 
154,037,684 
130, 158, 722 
76, 308, 297 

103, 701, 244 
114, 939, 729 
180, 577, 985 
236, 261,171 
266, 840, 391 

$309,990, 157 
416,158,1,56 
430, 851. 059 
204,049,434 
196,700,027 
110,053,132 
131,320,053 
229,989,030 
272,342,026 
340,612,013 
418, 677, 596 

$252, 333, 295 
310, 788, 216 
308.496,811 
148, 610, 530 
124,027,611 
68, 210, 351 

108, 145, 271 
187,0)9, 633 
237, 825, 569 
208, 849, 314 
387,418, 213 

$1,289, 231.917 
1,481, 746,323 
1, 632,213, 745 
1, n05, 327,903 

828, 207,978 
440, 899,312 
683.740, 596 
862, 672, 670 

1,155,041.611 
1, 430, 289, 940 
1,606,789,841 

1929. 

$1,033,976,194 
1,144,418, 230 
1, ICS. 991,857 

735, 751. 315 
026,376,840 
322, 779, 234 
450, 870, 570 
674, 763, 444 
934, 547, 069 

1,131,266,070 
1, 308,784, 067 

$197,599,861 
231, 657,148 
240, 867, 640 
154,037,684 
130, 158, 722 
76, 308, 297 

103, 701, 244 
114, 939, 729 
180, 577, 985 
236, 261,171 
266, 840, 391 

$309,990, 157 
416,158,1,56 
430, 851. 059 
204,049,434 
196,700,027 
110,053,132 
131,320,053 
229,989,030 
272,342,026 
340,612,013 
418, 677, 596 

$252, 333, 295 
310, 788, 216 
308.496,811 
148, 610, 530 
124,027,611 
68, 210, 351 

108, 145, 271 
187,0)9, 633 
237, 825, 569 
208, 849, 314 
387,418, 213 

$1,289, 231.917 
1,481, 746,323 
1, 632,213, 745 
1, n05, 327,903 

828, 207,978 
440, 899,312 
683.740, 596 
862, 672, 670 

1,155,041.611 
1, 430, 289, 940 
1,606,789,841 

1930 

$1,033,976,194 
1,144,418, 230 
1, ICS. 991,857 

735, 751. 315 
026,376,840 
322, 779, 234 
450, 870, 570 
674, 763, 444 
934, 547, 069 

1,131,266,070 
1, 308,784, 067 

$197,599,861 
231, 657,148 
240, 867, 640 
154,037,684 
130, 158, 722 
76, 308, 297 

103, 701, 244 
114, 939, 729 
180, 577, 985 
236, 261,171 
266, 840, 391 

$309,990, 157 
416,158,1,56 
430, 851. 059 
204,049,434 
196,700,027 
110,053,132 
131,320,053 
229,989,030 
272,342,026 
340,612,013 
418, 677, 596 

$252, 333, 295 
310, 788, 216 
308.496,811 
148, 610, 530 
124,027,611 
68, 210, 351 

108, 145, 271 
187,0)9, 633 
237, 825, 569 
208, 849, 314 
387,418, 213 

$1,289, 231.917 
1,481, 746,323 
1, 632,213, 745 
1, n05, 327,903 

828, 207,978 
440, 899,312 
683.740, 596 
862, 672, 670 

1,155,041.611 
1, 430, 289, 940 
1,606,789,841 

1931 

$1,033,976,194 
1,144,418, 230 
1, ICS. 991,857 

735, 751. 315 
026,376,840 
322, 779, 234 
450, 870, 570 
674, 763, 444 
934, 547, 069 

1,131,266,070 
1, 308,784, 067 

$197,599,861 
231, 657,148 
240, 867, 640 
154,037,684 
130, 158, 722 
76, 308, 297 

103, 701, 244 
114, 939, 729 
180, 577, 985 
236, 261,171 
266, 840, 391 

$309,990, 157 
416,158,1,56 
430, 851. 059 
204,049,434 
196,700,027 
110,053,132 
131,320,053 
229,989,030 
272,342,026 
340,612,013 
418, 677, 596 

$252, 333, 295 
310, 788, 216 
308.496,811 
148, 610, 530 
124,027,611 
68, 210, 351 

108, 145, 271 
187,0)9, 633 
237, 825, 569 
208, 849, 314 
387,418, 213 

$1,289, 231.917 
1,481, 746,323 
1, 632,213, 745 
1, n05, 327,903 

828, 207,978 
440, 899,312 
683.740, 596 
862, 672, 670 

1,155,041.611 
1, 430, 289, 940 
1,606,789,841 

1932 

$1,033,976,194 
1,144,418, 230 
1, ICS. 991,857 

735, 751. 315 
026,376,840 
322, 779, 234 
450, 870, 570 
674, 763, 444 
934, 547, 069 

1,131,266,070 
1, 308,784, 067 

$197,599,861 
231, 657,148 
240, 867, 640 
154,037,684 
130, 158, 722 
76, 308, 297 

103, 701, 244 
114, 939, 729 
180, 577, 985 
236, 261,171 
266, 840, 391 

$309,990, 157 
416,158,1,56 
430, 851. 059 
204,049,434 
196,700,027 
110,053,132 
131,320,053 
229,989,030 
272,342,026 
340,612,013 
418, 677, 596 

$252, 333, 295 
310, 788, 216 
308.496,811 
148, 610, 530 
124,027,611 
68, 210, 351 

108, 145, 271 
187,0)9, 633 
237, 825, 569 
208, 849, 314 
387,418, 213 

$1,289, 231.917 
1,481, 746,323 
1, 632,213, 745 
1, n05, 327,903 

828, 207,978 
440, 899,312 
683.740, 596 
862, 672, 670 

1,155,041.611 
1, 430, 289, 940 
1,606,789,841 

1933 . 

$1,033,976,194 
1,144,418, 230 
1, ICS. 991,857 

735, 751. 315 
026,376,840 
322, 779, 234 
450, 870, 570 
674, 763, 444 
934, 547, 069 

1,131,266,070 
1, 308,784, 067 

$197,599,861 
231, 657,148 
240, 867, 640 
154,037,684 
130, 158, 722 
76, 308, 297 

103, 701, 244 
114, 939, 729 
180, 577, 985 
236, 261,171 
266, 840, 391 

$309,990, 157 
416,158,1,56 
430, 851. 059 
204,049,434 
196,700,027 
110,053,132 
131,320,053 
229,989,030 
272,342,026 
340,612,013 
418, 677, 596 

$252, 333, 295 
310, 788, 216 
308.496,811 
148, 610, 530 
124,027,611 
68, 210, 351 

108, 145, 271 
187,0)9, 633 
237, 825, 569 
208, 849, 314 
387,418, 213 

$1,289, 231.917 
1,481, 746,323 
1, 632,213, 745 
1, n05, 327,903 

828, 207,978 
440, 899,312 
683.740, 596 
862, 672, 670 

1,155,041.611 
1, 430, 289, 940 
1,606,789,841 

1934 

$1,033,976,194 
1,144,418, 230 
1, ICS. 991,857 

735, 751. 315 
026,376,840 
322, 779, 234 
450, 870, 570 
674, 763, 444 
934, 547, 069 

1,131,266,070 
1, 308,784, 067 

$197,599,861 
231, 657,148 
240, 867, 640 
154,037,684 
130, 158, 722 
76, 308, 297 

103, 701, 244 
114, 939, 729 
180, 577, 985 
236, 261,171 
266, 840, 391 

$309,990, 157 
416,158,1,56 
430, 851. 059 
204,049,434 
196,700,027 
110,053,132 
131,320,053 
229,989,030 
272,342,026 
340,612,013 
418, 677, 596 

$252, 333, 295 
310, 788, 216 
308.496,811 
148, 610, 530 
124,027,611 
68, 210, 351 

108, 145, 271 
187,0)9, 633 
237, 825, 569 
208, 849, 314 
387,418, 213 

$1,289, 231.917 
1,481, 746,323 
1, 632,213, 745 
1, n05, 327,903 

828, 207,978 
440, 899,312 
683.740, 596 
862, 672, 670 

1,155,041.611 
1, 430, 289, 940 
1,606,789,841 

1935 

$1,033,976,194 
1,144,418, 230 
1, ICS. 991,857 

735, 751. 315 
026,376,840 
322, 779, 234 
450, 870, 570 
674, 763, 444 
934, 547, 069 

1,131,266,070 
1, 308,784, 067 

$197,599,861 
231, 657,148 
240, 867, 640 
154,037,684 
130, 158, 722 
76, 308, 297 

103, 701, 244 
114, 939, 729 
180, 577, 985 
236, 261,171 
266, 840, 391 

$309,990, 157 
416,158,1,56 
430, 851. 059 
204,049,434 
196,700,027 
110,053,132 
131,320,053 
229,989,030 
272,342,026 
340,612,013 
418, 677, 596 

$252, 333, 295 
310, 788, 216 
308.496,811 
148, 610, 530 
124,027,611 
68, 210, 351 

108, 145, 271 
187,0)9, 633 
237, 825, 569 
208, 849, 314 
387,418, 213 

$1,289, 231.917 
1,481, 746,323 
1, 632,213, 745 
1, n05, 327,903 

828, 207,978 
440, 899,312 
683.740, 596 
862, 672, 670 

1,155,041.611 
1, 430, 289, 940 
1,606,789,841 

1936. 

$1,033,976,194 
1,144,418, 230 
1, ICS. 991,857 

735, 751. 315 
026,376,840 
322, 779, 234 
450, 870, 570 
674, 763, 444 
934, 547, 069 

1,131,266,070 
1, 308,784, 067 

$197,599,861 
231, 657,148 
240, 867, 640 
154,037,684 
130, 158, 722 
76, 308, 297 

103, 701, 244 
114, 939, 729 
180, 577, 985 
236, 261,171 
266, 840, 391 

$309,990, 157 
416,158,1,56 
430, 851. 059 
204,049,434 
196,700,027 
110,053,132 
131,320,053 
229,989,030 
272,342,026 
340,612,013 
418, 677, 596 

$252, 333, 295 
310, 788, 216 
308.496,811 
148, 610, 530 
124,027,611 
68, 210, 351 

108, 145, 271 
187,0)9, 633 
237, 825, 569 
208, 849, 314 
387,418, 213 

$1,289, 231.917 
1,481, 746,323 
1, 632,213, 745 
1, n05, 327,903 

828, 207,978 
440, 899,312 
683.740, 596 
862, 672, 670 

1,155,041.611 
1, 430, 289, 940 
1,606,789,841 1937. 

$1,033,976,194 
1,144,418, 230 
1, ICS. 991,857 

735, 751. 315 
026,376,840 
322, 779, 234 
450, 870, 570 
674, 763, 444 
934, 547, 069 

1,131,266,070 
1, 308,784, 067 

$197,599,861 
231, 657,148 
240, 867, 640 
154,037,684 
130, 158, 722 
76, 308, 297 

103, 701, 244 
114, 939, 729 
180, 577, 985 
236, 261,171 
266, 840, 391 

$309,990, 157 
416,158,1,56 
430, 851. 059 
204,049,434 
196,700,027 
110,053,132 
131,320,053 
229,989,030 
272,342,026 
340,612,013 
418, 677, 596 

$252, 333, 295 
310, 788, 216 
308.496,811 
148, 610, 530 
124,027,611 
68, 210, 351 

108, 145, 271 
187,0)9, 633 
237, 825, 569 
208, 849, 314 
387,418, 213 

$1,289, 231.917 
1,481, 746,323 
1, 632,213, 745 
1, n05, 327,903 

828, 207,978 
440, 899,312 
683.740, 596 
862, 672, 670 

1,155,041.611 
1, 430, 289, 940 
1,606,789,841 

$1,033,976,194 
1,144,418, 230 
1, ICS. 991,857 

735, 751. 315 
026,376,840 
322, 779, 234 
450, 870, 570 
674, 763, 444 
934, 547, 069 

1,131,266,070 
1, 308,784, 067 

$197,599,861 
231, 657,148 
240, 867, 640 
154,037,684 
130, 158, 722 
76, 308, 297 

103, 701, 244 
114, 939, 729 
180, 577, 985 
236, 261,171 
266, 840, 391 

$309,990, 157 
416,158,1,56 
430, 851. 059 
204,049,434 
196,700,027 
110,053,132 
131,320,053 
229,989,030 
272,342,026 
340,612,013 
418, 677, 596 

$252, 333, 295 
310, 788, 216 
308.496,811 
148, 610, 530 
124,027,611 
68, 210, 351 

108, 145, 271 
187,0)9, 633 
237, 825, 569 
208, 849, 314 
387,418, 213 

$1,289, 231.917 
1,481, 746,323 
1, 632,213, 745 
1, n05, 327,903 

828, 207,978 
440, 899,312 
683.740, 596 
862, 672, 670 

1,155,041.611 
1, 430, 289, 940 
1,606,789,841 

P Ml 
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T A B L E 32.—General Moto r s Corpora t ion and consolidated subs id ia r ies—Cont inued 

PERCENTAGES OF DIVISION SALES TO TOTAL 

Year Motorcar 
divisions 

Accessories 
and parts group 

Other products 
group 

Intercompany 
accessories— 

parts and other 
products 

Total 

1927. 
1928, 
1929 
1930. 
1931 
1933 
1933, 
1934 
1935 
1936. 
1937. 

80.30 
77.23 
76. 29 
73.19 
75.51 
73. 21 
78. 26 
78. 22 
80.87 
78.00 
81. 45 

1.5. 33 
15. 63 
15.72 
15. 32 
15.71 
17.31 
17.76 
16.80 
16. 14 
16.41 
16.61 

24.04 
23.11 
28.12 
20. 20 
23. 75 
21.06 
22. 50 
26.00 
23. 67 
23. 67 
20.05 

19. 67 
20.97 
20.13 
14. 77 
14.97 
15. -18 
18. 52 
21.03 
20. 58 
18.68 
24.11 

100 
100 
100 
100 
100 
100 
100 
100 
100 
loo 
100 

Division of net sales by lines of cars,—The table just preceding gave a 
division of net sales by groups of products. The sales und er the motor
car divisions group are now further divided so as to show the sales by 
ea.ch line of cars. This division of sales for the years during the period 
from January 1, 1927, to December 31, 1937, is shown by the next 
tabulation which is marked "table 33." 

This inquhy was largely concerned with motor vehicles and motor-
vehicle replacement parts and accessories. In order to segregate the 
motor-vehicle business from the other operations of General Motors 
Corporation, the corporation was requested to construct pro forma 
income and expense statements for each line of motor vehicles and for 
products grouped as to motor vehicles, parts and accessories, other 
products and the total consolidated. To submit all of these state
ments would make tliis report too cumbersome. In lieu thereof, a 
brief tabulation, such as the one referred to showhig a division of the 
sales, is submitted. Subsequently a similar division of the consoli
dated profit will be introduced. 

The lower half of the next table shows the percent of sales by each 
motor-vehicle division in relation to the total sales of motor vehicles. 
With regard to the percentage relation to tbe total sales, it is interest
ing to note the proportion of the total sales income of the corporation 
contributed by each motor-vehicle division. For example the Chev
rolet Division contributed 46,95 percent of the total sales in 1927, and 
this mcreased to 68.50 percent in 1933, From that point this divi
sion's proportion declined to 49.98 percent in 1937. Although tbe pro
portion in relation to the total declined, yet the dohar amount of sales 
was greater in both 1936 and 1937 than in any previous year of Chev
rolet Division's operation. 

During the time that the Che-wolet Division was increasing its 
proportion of the net sales, the Buick Division showed a decline from 
2S.0_5_percent in 1927 to 10,39 percent in 1933, and CadUlac-La Sahe 
Division showed a decrease from 8.63 percent in 1927 to 5.26 percent 
on 1933, Subsequent to 1933, the Buick Division showed a marked 
increase in its proportion of the net sales as did the Pontiac and Olds
mobUe Divisions; but the Buick Division has not approached its 
1927 and 1928 proportion of total sales, although it exceeded its 
1929 dollar volume in 1937. Another interesting feature of this table 
is illustrated by the marked increase in sales hy the Chevi-olet Divi-



REPORT ON MOTOR VEHICLE INDUSTRY 

sion after the low depression year of 1932 as compared to the other 
divisions. Furthermore, i t will be noted that the Cadillac-La Salle 
Division increased its sales in 1937 as compared to 1932, but even 
this mcrease has never reached the volume of sales recorded in 1927, 
1928, and 1929. 

The tabulation of net sales by lines of cars, and percent of sales by 
lines in relation to the total sales of motor vehicles, follows. 

T.i-BLii; 33.—General Motors Corpo-̂ ation and consolidated subsidiaries 

DIVISION OF NET SALES BY LINES OF MOTOR VEHICLES 

Chevrolet 
Div is ion 

Bu ick D i v i 
sion 

Cadillac-
L a Salle 
Divis ion 

Pontiac 
Div i s ion 

Oldsmobile 
Div i s ion To ta l 

1927 .$485,414,003 $290, 092, 919 $89, 226, 240 $128, 443, 285 $40,798,147 $1,033,975,194 
1938 . 664,678,710 248,731,883 103, 174, 473 103,379,300 04, 453, 870 1, 144,418,236 
1929 642,017,584 213, 325, 229 90, 7.54, 165 146, 892, 665 77, 002, 214 1,168, 991,8,57 
1930 428, 733, 235 142,139,393 64,341,354 60, 543,157 39,995,170 73,5,761,315 
1931.... 386.644.040 102, 745, 721 45, 489, 812 54,197, 121 36, 300, 146 625, 376. 840 
1932 190.048,118 60, 091,213 23, 777, 192 29,713.0 8 16, 949. 643 322. 779. 234 
1933 312. 957, 782 47,475,065 24,041,747 47, 495, 055 24.900. 921 456. 870. 570 
1934 458.942.802 Sl, 042, 097 28,514, 445 50, 403. 400 55,800,100 674, 763,444 
1935 666. 679. 261 10,1, 864, 535 41,351,816 107, 104, ,592 125, 5B6.865 934, 547.069 

676,336,418 161,271,666 45, 509, 241 115,622,964 132.46.5.881 1, 131,266,070 
1937.. 654,111,543 235, 707, 696 59,743,176 181,355,809 177,865,783 1, 308. 784, 067 

PERCENTAGES OF .^ALES BY LINES TO TOTAL 

1927 46. 95 28.05 8.63 12. 42 3.95 100 
1928 49.34 21.73 9.02 14.28 6.63 100 
1929 54.92 18.25 7. 76 12.48 6.59 100 
1930 53.27 19. 32 8.74 8.23 6.44 100 
1931 61.83 10. 43 7.27 8.67 6.80 100 
1932 00.92 15.70 8.92 9. 21 5. 25 100 
1933. 68.50 10.39 6.25 10.40 5.45 100 
19,34.... 68.01 12.01 4.23 7.47 8. 28 100 
1935 69.57 11.11 4.41 11.47 13.44 100 
1936 69. 79 14. 25 4.03 10.22 11.71 100 
1937. 49.98 18. 01 4. 56 13.86 13. 59 100 

Division of net profit by groups of products.—The consolidated income 
and expense statement, page 525, shows the total net profit earned by 
General Motors Corporation a,iid consolidated subsidiaries during 
each of the years during the period from January 1, 1927, to December 
31, 1937. 'This total profit was realized from the combined operations 
of the corporation, including sales of motor cars, accessories, parts, and 
numerous other products as outlined on pages 432 to 435. The next 
following tabulation, designated as table 34, presents a division of the 
consolidated profits -with respect to a certain grouping of products. 
This tabulation groups the motor-vehicle divisions, including Fisher 
Body, parts and accessories operations, and all other products in the 
third classification. This tabulation was prepared from pro forma 
statements submitted by the corporation and then revised by the 
Commission's accountants along the same lines as outlined in the 
discussion of the consolidated income and expense statement, page 523. 

The lower half of the table referred to shows the percentages of the 
net profit, before provisions for income-tax payments, for each of the 
groups of products in relation to the total net profits. By reference to 
the table, i t will be noted that during the period from 1927 to 1937, 
inclusive, the motor-vehicle division contributed 61.35 percent of tbe 
corporation's net profit, parts and accessories division contributed 
22,42 percent, and other products 16,23 percent. 
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The other products group, as distinguished from the motor-vehicles 
group, shows a continual increase both in sales volume and aggregate 
profit as new products were added. I n fact the activities of General 
Motors in other ventures outside the motor-vehicle busiuess con
tributed $70,000,000 profit in 1937, and if parts and accessories profit 
were added, the total would equal the profit derived from the motor-
vehicle operation. This illustrates the diversification of the General 
Motors operation and even though i t faUed to show a profit on motor-
vehicle sales i t would have earned a profit of approximately 
$128,000,000 in 1937. 

TABLE 34.—General Motors Corporation and consolidated s-ubsidiaries. Division 
of net pro-fit, before provision for payment of income taxes, by groups of products, 
1927 to 1937, inclusive 

Year Motor-vehicle Parts and ac other prod Tota l all 
group cessory group ucts group products 

1927 $209, 745,455 $56, 252, 844 $31,343,560 $297,341,859 
1928 230,128, 527 69,169,163 40,928.477 330.216, 107 
1929 190,181.871 62, 459, 027 41, 939, 209 294, 580, 107 
1930 112,491,983 35.098. 257 26. 590, 844 174,181,084 
1931 97,501,603 31, 127,104 2, 899, 360 131. ,528, 117 

1 4,546,428 10,790,494 2, ,530. 140 8. 824.212 
1933 65,313.238 26, 981,738 10,58,5,411 92. 880, 387 
1934 51, 650, 023 34,814, 855 28. 388. 445 114,853,323 
1935. 120,634,271 43, 985, 300 43.134.375 200, 663. 946 
19.36 164.885.786 61,743,163 67,007, 195 283. 096. 144 
1937. 123, 909. 203 57, 815,100 70,478,183 252, 202, 546 

Average. . . 1,341,795, 592 490, 227, 106 .354,935, 195 2, 186,9.57, 892 

Percent Percent Percent Percent 
J927 70.54 18.92 10. 54 100 
1928... Ofl. 06 20.94 12.40 100 
1929 64.66 21.20 14.24 100 
1930 64.58 20.15 15. 27 100 
1931 _ 74.13 23.67 2. 20 100 
1932 1 51.52 123. 28 29.24 100 
1933 59.55 29.05 11.40 100 
1934 . . . . . 44. 97 30.31 24.72 100 
1935 58. 33 21.28 20.39 JOO 
1930 68.12 21.76 20.12 100 
1937... 49.13 22. 92 27. 95 100 

Average 61.35 22. 42 16. 23 100 

' Loss. 

Division of net profit by lines of cars.—The table just preceding 
gave, a division of net profits by groups of products. The net profit 
realized by the motor-vehicle group is now further divided so as 
to show the yearty profit earned by each line of cars. This division 
of net profits earned during each year, of the period from January 1, 
1927, to December 31, 1937, is presented by the next tabulation, 
which is marked table 35. This inquiry was largely concerned with 
motor vehicles and motor-vehicle replacement parts and accessories. 
I n order to segregate the motor-vehicle bushiess from the other opera
tions of General Motors Corporation, the corporation was requested 
to construct pro forma income and expense statements for each line of 
motor vehicles and for products grouped generally as to motor 
vehicles, parts and accessories, other products, and then the total 
consolidated. To submit all of these statenients would make this 
report very voluminous. I n lieu thereof, a brief tabulation such 
as the one just previously referred to, is submitted and shows the 
yearly profit contributed by each line of motor vehicles and the total 
for the 11-year period. 
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I n this tabulation. Fisher Body Division is set out separately 
because i t was impossible, in anj'- reasonable length of time, to obtain 
an analysis of Fisher Body Division operations so as to be able to 
eliminate the intercompany sales and profits with respect to each line 
of car. With regard to the Fisher Body Division, i t is pointed out that 
practically all of Fisher Body Division profits were earned on sales 
made to the car divisions. 

The lower half of the next table shows the percentages of net profit 
earned by each Ime of cars in relation to the total profit earned by 
the combined motor vehicle divisions. By reference to tins table, i t 
will be observed tbat during the 11 years from 1927 to 1937, inclusive, 
the Chevrolet Division contributed 51.62 percent of the total earnings 
of the combined motor vehicle divisions; Buick, 11.87 percent; Cad-
hlac, 2.33 percent; Oldsmobile, 2.24 percent; Pontiac, 3.46 percent; 
and Fisher Body, 28.48 percent. Here again, attention is dhected 
to the fact that Fisher Body profits accrued almost entirely from 
sales to the car divisions of General Motors Corporation. 

Regarding the profits earned by each car division, i t whl be noted 
that the Che\Tolet Division earned a substantial profit in each year 
of the 11-year period, and i t is the only motor vehicle di\dsion that 
did earn a profit in every year. The Fisher Body Division also 
earned a profit in each year but, as previously pointed out, this profit 
accrued from sales to the car divisions. 

!'l I: 

TABLE 35.—General Motors Corporation and consolidated stibsidiaries—division 
of nel profit from motor vehicle operations by lines of cars, before provisions for 
income taxes, 1927-1937, Inclusive 

Chevrolet Buick Cadillac Oldsmobile Pontiac Fisher 
Body 

$62.033,716 
,59. 227,119 
47, 295, 0K9 
36, 191,709 
35, 1,33, 347 

,5, 219. 976 
20, 725. ,=80 
11,71,5, 483 
29, 673, 028 
46. 568, 674 
28, 371,299 , 

Total motor 
vehirie d i v i 

sion 

$74,S24,,5S6 
92.13,5. 206 

104,361.035 
66, 798, 586 
63. 584, 224 
17,850.206 
40, 584. 694 
39,097,288 
60. 446. 916 
76, 972, 278 
55, 714, 456 

,$47, 720,095 
33, 263,818 
20,4.';3,447 
11,777.338 
3.711.324 

1 9,511, 171 
1 1, 705, 063 

4, 297, 070 
9, 07,5, 293 

19.392, 318 
20,806, 345 

$10, 893,318 
K5, 618, 862 
9,815, 344 
4,206, 150 

1 3, 109,673 
1 .S. 639, 131 
1,5,7,39,162 
1 2, 183, 197 

3, 298, 035 
3, 493, 154 
3, 594, 636 

$722,131 
5, 192,773 
3, 150, 636 

> 3, 436, 743 
1 332, 838 

1 4, 122, 082 
I 142, 660 

648, 593 
11,439, 451 
10, 363, 581 
5, 496, 390 

$13. £45,009 
14, 390, 699 
5, 106,321 

1 4, 046, 057 
1 1,494.781 
' 5.344, 226 

1.589,549 
1 1. 925, 214 

6, 601,,548 
8,095.881 
9, 927, 137 

Fisher 
Body 

$62.033,716 
,59. 227,119 
47, 295, 0K9 
36, 191,709 
35, 1,33, 347 

,5, 219. 976 
20, 725. ,=80 
11,71,5, 483 
29, 673, 028 
46. 568, 674 
28, 371,299 , 

$209, 745 455 
220, 128,627 
100,181,871 
112.491.983 

97, 501, 603 
> 4, .546. 4 28 
55, 313, 238 
51, fi.'iO. 023 

120,534, 271 
164.885. 786 
123, 909, 263 

692, 669, 535 159, 285, 714 31, 248, 326 29, 990, 231 46.446,466 382,155, 320 1.341. 795,593 

Percent 
35.68 
41.99 
54. S7 
69. 38 
6.5. 21 

392. 62 
73. 37 
75. 70 
50.14 
46. 68 

• 44.90 

Percent 
22. 75 
15, 11 
10. 76 
10. 47 
3.81 

' 209. 20 
13. 08 

8.32 
7.53 

11.76 
16.79 

Percent 
,5.19 
7.10 
&. 16 
3. 74 

• 3. 19 
, 1190.02 

I 10. 37 
1 4. 23 

2.74 
2. 13 
2.90 

Percent 
.34 

2,36 
1.06 

1 2.16 
' .33 

I 90. 67 
1 .26 
1.26 
9. 49 
0. 29 
4. 44 

Percent 
6.40 
6. 54 
2. 68 

• 3.60 
1 1.53 

1 117. 55 
2. 87 

1 3. 73 
5. 48 
4. 91 
8.01 

Percent 
29, 53 
26. 90 
24.87 
32. 17 
36. 03 

114.82 
37.47 
22. 68 
24.62 
28. 24 
22.90 

Percent 
100. 00 
100.00 
100.00 
1110.00 
1110. 00 
100.00 
100. 00 
100. 00 
lOO. 00 
100. 00 
101). 00 

51.63 11.87 3.33 2.24 3.46 28.48 100.00 

Year 

1927.. 
1928 
1929 
1930 ... 
1931 
1933,.. 
1933 
1934 
1935 
1936 
1937 

Total... 

1927 
1928... 
1929 
1930 
1931.... 
1932. 
1933 
.1934 
1935 
1936 
1937 

Average 

1 Loss. 

' Commercial expenses by classes of ex-pense.—The income expense 
statement page 525, shows the yearly amounts of commercial expenses. 
Tbe term "commercial expenses," as employed by the company in 
its classification of accounts, hicludes administration expenses, selling 
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expenses, sales promotion expenses, consumer hifluence expenses, parts 
and accessories merchandising expenses, resale expenses by branches 
and retafi stores, and provision for doubtful accounts reserve. The 
income and expense statement, as furnished originally by the com
pany, groups all of these various classes of expenses under one item 
called "commercial expenses." For the purposes of this report, the 
provision for doubtful-account reserve was segregated from expenses 
and set up as a separate deduction from income. The total commer
cial expense remaining was then divided as to classes of expenses, as 
showm by the next tabulation marked "Table 36." 

I t will be noted that during some years, certain classes of expenses 
or certain classifications do not appear to have existed. The latter 
is not a fact, and the failure to show certain expenses in certain years 
was caused by the classification in use during those years, and tbe 
classes of expenses for which no amount is shown have been included 
under some other classification. The consumer-influence expense 
classification includes expenses of national advertising activities, 
national group-selling activities, and cooperative advertising fund 
contributions. 

The table showing the yearly amounts of the various classes of 
expenses hicluded in commercial expense foUoWs: 

TABLE 36.—General Motors Corporation and consolidated subsidiaries—Classifica
tion of expenses included in commercial expenses, 19S7-19S7, inclusive 

Commerf'ial expenses 

Adminis t ra t ion 
"Selling 
Sales promotion 
Consumer influence 
Accessory and parts merchandising.. 
Branches and retai l stores 

Tota l per corporation 
Deduct Federal Trade Commission 

revisions . — 

Bevised to ta l . . 

1927 

$14,349,3,54 
01,635,110 

30, 476, 400 
13, 077,333 

126, 138,197 

11,343,013 

114, 794, 584 

192S 

$18, 544,182 
69, 243, 465 

43, 731, 489 
17, 035,180 

147, 554, 316 

12,144, 817 

135, 409, 499 

$20,169, 808 
46, 874, 001 

44, 079, 893 
17, 068, 672 
36, 590, 181 

165, 3,82, 454 

11,121, ,534 

154, 260, 920 

1930 

$17,3'S, 773 
34,492,849 
3,371,092 

35,811,636 
16,216,094 
33, 921, 365 

131,202,399 

6, 630, 864 

134, 671, 535 

1931 

$10,517,556 
25,883, 574 
3, 549. 261 
2,5, .538, 113 
1,5, 530, 960 
34, 032; 872 

114, 062, 326 

3, 720, 794 

110, 331, 532 

Coramerciai expenses 1932 1933 1934 1935 1936 1937 

Adminis t ra t ion 
Selling 
Sales promotion 
Consumer influennc 
Accessories and parts, mer-

chardising 
Branches and retai l stores 

Total per corpora t ion . . . 
Deduct Federal Trade Com

mission revisions 

Revised to ta l 

$7,343, 238 
22,209,259 
3.055, 447 

17, 737, 635 

13. 937,113 
21. 026, 92S 

89, 651,828 
31,7,54,919 
3,104,091 

15, 547, 073 

5, 784,132 
17, 526, 664 

$13,021,891 
24,303,515 
3,191,204 

17, 931, 274 

3, 099, 300 
17, 400,767 

f l 5 , 518,081 
28, 870, 693 
2,317.204 

20, 763,890 

3, 056, 002 
16, 560,820 

$10,493,009 
30, ,581,646 
3, 354, 421 

23, 537, 936 

3,161.976 
16. 593. 078 

$17,417, 827 
32, 445, 482 

2, 956. 803 
26,199, 565 

6, 203,016 
10. 762,116 

Adminis t ra t ion 
Selling 
Sales promotion 
Consumer influennc 
Accessories and parts, mer-

chardising 
Branches and retai l stores 

Total per corpora t ion . . . 
Deduct Federal Trade Com

mission revisions 

Revised to ta l 

85, 308, 520 

1,109.184 

73, 368, 097 

789,839 

79, 007, 941 

2,130, 043 

87, 086, 696 

5. 572, 820 

98, 722, 066 

7, 507. 848 

101,984,809 

4, 500, 381 

Adminis t ra t ion 
Selling 
Sales promotion 
Consumer influennc 
Accessories and parts, mer-

chardising 
Branches and retai l stores 

Total per corpora t ion . . . 
Deduct Federal Trade Com

mission revisions 

Revised to ta l 84,199, 336 73,578,858 76,877,898 [ 81,513,876 91,214. 218 97,484,428 

Volume of sales in relation to the capital employed.—In a preceding 
part of this chapter, the investment and rates of return have been 
sho-wn for the various bases of investment as described. The follow
ing tabulation, marked "Table 37," related the investment by General 
Motors Corporation in the entire consohdated mianufacturing opera
tions to the net sales of motor vehicles, accessories and parts and other 
products, and shows the valume of sales (turn-over) in relation to the 
investment or capital employed in those operations. 
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In the discussion of rates of return, it was pointed out that the 

annual average rate of return on the hivestment in the total consoli
dated manufacturing business for the 11-year period was 35.50 per
cent. The average net sales during the same period amounted to 
$1,111,433,339 per year. The average yearly sales related to the 
average investment of $514,612,836 during this same period, gives an 
average of 2.1597 times the investment employed. This rate of sales 
volume to capital related to the 11-year annual average rate of net 
profit on sales of 16.44 percent, results in the annual average rate of 
return of 35.50 percent on the capital or investment employed. By 
reference to the table just referred to, it wi 1 be observed that the 
greatest volume of sales in relation to capiial occurred during the 
year 1928, and was 3.0787 times, and resulted in a yearly rate of 
return of 66.24 percent on the capital employed. The lowest volume 
of sales to capital occurred durhig the yeai- 1932, and was 0.9287 
times, resulting in a loss of 0.28 percent rate <jf return on the capital 
employed. 

The foregoing illustrates the relation of sales volume to capital, 
and the effect of sales volume on the profitableness or unprofitableness 
of the operations. The volume of sales is a widely varying factor, 
wliile the amount of capital investment is a more stable one. The 
sales volume, therefore, determines to a great extent the amount of 
profit earned on the capital dming any period of time. 

TABLE 37.—General Motors Corpora.tion and consolidated subsidiaries—volume 
of sales in relation to capital employed and rates of return, 1927 to 1937, inclusive 

Year 
Average i n 
vestment 

Ne t sales 

Times turn
over of 
capital 

per year 

Ratio of 
net prof i t 

to sales 

Percent 
rate of 

return on 
investment 

1927. $460,086, 856 
481,282,948 
517, 416, 324 
577, 559, 090 
530, 653, 506 
474, 754, 200 
435, 001,954 
454,302, 062 
50S, 241,435 
683, 919,075 
607, 523,167 

$1, 389, 231,917 
1, 481, 745, 323 
1, 532, 213, 745 
1, 005. 327, 903 

828, 207, 978 
440, 899,312 
S'-'S, 746, 596 
862, 072, 070 

1,155,641,511 
1,439, 239,940 
1, 606, 789, 841 

2.8021 
3.0787 
2. 7990 
1.7406 
1. 5007 
.92S7 

1,3419 
1.89,89 
2. 2738 
2. 4649 
2. 6448 

22. 50 
21.52 
18.41 
15.40 
14.30 

J.30 
14. 40 
11.96 
15. 34 
17. 75 
14.10 

03.05 
66. 24 
51 54 
26.80 
22.32 

1.28 
19.33 
22.70 
34.87 
43. 77 
37. 30 

1928 _ . . 
$460,086, 856 
481,282,948 
517, 416, 324 
577, 559, 090 
530, 653, 506 
474, 754, 200 
435, 001,954 
454,302, 062 
50S, 241,435 
683, 919,075 
607, 523,167 

$1, 389, 231,917 
1, 481, 745, 323 
1, 532, 213, 745 
1, 005. 327, 903 

828, 207, 978 
440, 899,312 
S'-'S, 746, 596 
862, 072, 070 

1,155,641,511 
1,439, 239,940 
1, 606, 789, 841 

2.8021 
3.0787 
2. 7990 
1.7406 
1. 5007 
.92S7 

1,3419 
1.89,89 
2. 2738 
2. 4649 
2. 6448 

22. 50 
21.52 
18.41 
15.40 
14.30 

J.30 
14. 40 
11.96 
15. 34 
17. 75 
14.10 

03.05 
66. 24 
51 54 
26.80 
22.32 

1.28 
19.33 
22.70 
34.87 
43. 77 
37. 30 

1929 ; 

$460,086, 856 
481,282,948 
517, 416, 324 
577, 559, 090 
530, 653, 506 
474, 754, 200 
435, 001,954 
454,302, 062 
50S, 241,435 
683, 919,075 
607, 523,167 

$1, 389, 231,917 
1, 481, 745, 323 
1, 532, 213, 745 
1, 005. 327, 903 

828, 207, 978 
440, 899,312 
S'-'S, 746, 596 
862, 072, 070 

1,155,641,511 
1,439, 239,940 
1, 606, 789, 841 

2.8021 
3.0787 
2. 7990 
1.7406 
1. 5007 
.92S7 

1,3419 
1.89,89 
2. 2738 
2. 4649 
2. 6448 

22. 50 
21.52 
18.41 
15.40 
14.30 

J.30 
14. 40 
11.96 
15. 34 
17. 75 
14.10 

03.05 
66. 24 
51 54 
26.80 
22.32 

1.28 
19.33 
22.70 
34.87 
43. 77 
37. 30 

1930 

$460,086, 856 
481,282,948 
517, 416, 324 
577, 559, 090 
530, 653, 506 
474, 754, 200 
435, 001,954 
454,302, 062 
50S, 241,435 
683, 919,075 
607, 523,167 

$1, 389, 231,917 
1, 481, 745, 323 
1, 532, 213, 745 
1, 005. 327, 903 

828, 207, 978 
440, 899,312 
S'-'S, 746, 596 
862, 072, 070 

1,155,641,511 
1,439, 239,940 
1, 606, 789, 841 

2.8021 
3.0787 
2. 7990 
1.7406 
1. 5007 
.92S7 

1,3419 
1.89,89 
2. 2738 
2. 4649 
2. 6448 

22. 50 
21.52 
18.41 
15.40 
14.30 

J.30 
14. 40 
11.96 
15. 34 
17. 75 
14.10 

03.05 
66. 24 
51 54 
26.80 
22.32 

1.28 
19.33 
22.70 
34.87 
43. 77 
37. 30 

1931 

$460,086, 856 
481,282,948 
517, 416, 324 
577, 559, 090 
530, 653, 506 
474, 754, 200 
435, 001,954 
454,302, 062 
50S, 241,435 
683, 919,075 
607, 523,167 

$1, 389, 231,917 
1, 481, 745, 323 
1, 532, 213, 745 
1, 005. 327, 903 

828, 207, 978 
440, 899,312 
S'-'S, 746, 596 
862, 072, 070 

1,155,641,511 
1,439, 239,940 
1, 606, 789, 841 

2.8021 
3.0787 
2. 7990 
1.7406 
1. 5007 
.92S7 

1,3419 
1.89,89 
2. 2738 
2. 4649 
2. 6448 

22. 50 
21.52 
18.41 
15.40 
14.30 

J.30 
14. 40 
11.96 
15. 34 
17. 75 
14.10 

03.05 
66. 24 
51 54 
26.80 
22.32 

1.28 
19.33 
22.70 
34.87 
43. 77 
37. 30 

1932 

$460,086, 856 
481,282,948 
517, 416, 324 
577, 559, 090 
530, 653, 506 
474, 754, 200 
435, 001,954 
454,302, 062 
50S, 241,435 
683, 919,075 
607, 523,167 

$1, 389, 231,917 
1, 481, 745, 323 
1, 532, 213, 745 
1, 005. 327, 903 

828, 207, 978 
440, 899,312 
S'-'S, 746, 596 
862, 072, 070 

1,155,641,511 
1,439, 239,940 
1, 606, 789, 841 

2.8021 
3.0787 
2. 7990 
1.7406 
1. 5007 
.92S7 

1,3419 
1.89,89 
2. 2738 
2. 4649 
2. 6448 

22. 50 
21.52 
18.41 
15.40 
14.30 

J.30 
14. 40 
11.96 
15. 34 
17. 75 
14.10 

03.05 
66. 24 
51 54 
26.80 
22.32 

1.28 
19.33 
22.70 
34.87 
43. 77 
37. 30 

1933 

$460,086, 856 
481,282,948 
517, 416, 324 
577, 559, 090 
530, 653, 506 
474, 754, 200 
435, 001,954 
454,302, 062 
50S, 241,435 
683, 919,075 
607, 523,167 

$1, 389, 231,917 
1, 481, 745, 323 
1, 532, 213, 745 
1, 005. 327, 903 

828, 207, 978 
440, 899,312 
S'-'S, 746, 596 
862, 072, 070 

1,155,641,511 
1,439, 239,940 
1, 606, 789, 841 

2.8021 
3.0787 
2. 7990 
1.7406 
1. 5007 
.92S7 

1,3419 
1.89,89 
2. 2738 
2. 4649 
2. 6448 

22. 50 
21.52 
18.41 
15.40 
14.30 

J.30 
14. 40 
11.96 
15. 34 
17. 75 
14.10 

03.05 
66. 24 
51 54 
26.80 
22.32 

1.28 
19.33 
22.70 
34.87 
43. 77 
37. 30 

1934 

$460,086, 856 
481,282,948 
517, 416, 324 
577, 559, 090 
530, 653, 506 
474, 754, 200 
435, 001,954 
454,302, 062 
50S, 241,435 
683, 919,075 
607, 523,167 

$1, 389, 231,917 
1, 481, 745, 323 
1, 532, 213, 745 
1, 005. 327, 903 

828, 207, 978 
440, 899,312 
S'-'S, 746, 596 
862, 072, 070 

1,155,641,511 
1,439, 239,940 
1, 606, 789, 841 

2.8021 
3.0787 
2. 7990 
1.7406 
1. 5007 
.92S7 

1,3419 
1.89,89 
2. 2738 
2. 4649 
2. 6448 

22. 50 
21.52 
18.41 
15.40 
14.30 

J.30 
14. 40 
11.96 
15. 34 
17. 75 
14.10 

03.05 
66. 24 
51 54 
26.80 
22.32 

1.28 
19.33 
22.70 
34.87 
43. 77 
37. 30 

1935 

$460,086, 856 
481,282,948 
517, 416, 324 
577, 559, 090 
530, 653, 506 
474, 754, 200 
435, 001,954 
454,302, 062 
50S, 241,435 
683, 919,075 
607, 523,167 

$1, 389, 231,917 
1, 481, 745, 323 
1, 532, 213, 745 
1, 005. 327, 903 

828, 207, 978 
440, 899,312 
S'-'S, 746, 596 
862, 072, 070 

1,155,641,511 
1,439, 239,940 
1, 606, 789, 841 

2.8021 
3.0787 
2. 7990 
1.7406 
1. 5007 
.92S7 

1,3419 
1.89,89 
2. 2738 
2. 4649 
2. 6448 

22. 50 
21.52 
18.41 
15.40 
14.30 

J.30 
14. 40 
11.96 
15. 34 
17. 75 
14.10 

03.05 
66. 24 
51 54 
26.80 
22.32 

1.28 
19.33 
22.70 
34.87 
43. 77 
37. 30 

1936. 

$460,086, 856 
481,282,948 
517, 416, 324 
577, 559, 090 
530, 653, 506 
474, 754, 200 
435, 001,954 
454,302, 062 
50S, 241,435 
683, 919,075 
607, 523,167 

$1, 389, 231,917 
1, 481, 745, 323 
1, 532, 213, 745 
1, 005. 327, 903 

828, 207, 978 
440, 899,312 
S'-'S, 746, 596 
862, 072, 070 

1,155,641,511 
1,439, 239,940 
1, 606, 789, 841 

2.8021 
3.0787 
2. 7990 
1.7406 
1. 5007 
.92S7 

1,3419 
1.89,89 
2. 2738 
2. 4649 
2. 6448 

22. 50 
21.52 
18.41 
15.40 
14.30 

J.30 
14. 40 
11.96 
15. 34 
17. 75 
14.10 

03.05 
66. 24 
51 54 
26.80 
22.32 

1.28 
19.33 
22.70 
34.87 
43. 77 
37. 30 1937 

$460,086, 856 
481,282,948 
517, 416, 324 
577, 559, 090 
530, 653, 506 
474, 754, 200 
435, 001,954 
454,302, 062 
50S, 241,435 
683, 919,075 
607, 523,167 

$1, 389, 231,917 
1, 481, 745, 323 
1, 532, 213, 745 
1, 005. 327, 903 

828, 207, 978 
440, 899,312 
S'-'S, 746, 596 
862, 072, 070 

1,155,641,511 
1,439, 239,940 
1, 606, 789, 841 

2.8021 
3.0787 
2. 7990 
1.7406 
1. 5007 
.92S7 

1,3419 
1.89,89 
2. 2738 
2. 4649 
2. 6448 

22. 50 
21.52 
18.41 
15.40 
14.30 

J.30 
14. 40 
11.96 
15. 34 
17. 75 
14.10 

03.05 
66. 24 
51 54 
26.80 
22.32 

1.28 
19.33 
22.70 
34.87 
43. 77 
37. 30 

$460,086, 856 
481,282,948 
517, 416, 324 
577, 559, 090 
530, 653, 506 
474, 754, 200 
435, 001,954 
454,302, 062 
50S, 241,435 
683, 919,075 
607, 523,167 

$1, 389, 231,917 
1, 481, 745, 323 
1, 532, 213, 745 
1, 005. 327, 903 

828, 207, 978 
440, 899,312 
S'-'S, 746, 596 
862, 072, 070 

1,155,641,511 
1,439, 239,940 
1, 606, 789, 841 

2.8021 
3.0787 
2. 7990 
1.7406 
1. 5007 
.92S7 

1,3419 
1.89,89 
2. 2738 
2. 4649 
2. 6448 

22. 50 
21.52 
18.41 
15.40 
14.30 

J.30 
14. 40 
11.96 
15. 34 
17. 75 
14.10 

03.05 
66. 24 
51 54 
26.80 
22.32 

1.28 
19.33 
22.70 
34.87 
43. 77 
37. 30 

514, 012, 836 1, 111,433,339 2.1597 16.44 35.50 

' Loss. 

Ratio of factory costs, commercial expenses and profits to net sales.— 
The next tabulation presents a comparative statement of the cost of 
sales, commercial expenses, and profits expressed in cents per dollar of 
net sales, for each year of the period from 1927 to 1937, inclusive. 

By reference to the tabulation, it will be observed that the factory 
cost of sales in relation to per dollar of sales ranged from 69 to 81.30 
cents per dollar of sales. The trend of factorj'- cost of sales was 
largely upward from 1927, until a liigli was reached in 1932, I t 
declined sharply in 1933 and just as sharply went upward in 1934̂  
declined in 1935 and 1936 and then increased in 1937. The sharp 
decrease in factory cost of sales in 1933 was undoubtedly caused by 
carrjdng forward a low-valued inventory from 1932. 

Commercial expenses followed approvimately the same trend as 
that of factory cost of sales. Commercial expenses consumed 8.91 
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cents per dollar of sales in 1927, and increased to 19.10 cents in 1932. 
From that point i t dechned each year until commercial expenses 
consumed but 6.07 cents per dollar of sales in 1937. In the latter 
j-ears, the trend of commercial expenses differed from factory cost of 
sales in that they did not increase during 1937, while factory cost of 
sales increased approximately 4 cents per dollar of sales. 

During the period 1927 to 1937, inclusive, an average of 74.50 cents 
of each dollar of sales was spent for factory cost of the sales, 9.35 cents 
went for commercial expenses, 0.05 cent per dollar was set aside as 
pro-vision for doubtful accounts, and the net profit to the corporation 
from each dollar of sales averaged 16,44 cents. 

T.4BLE 38.—General Motors Corporation and consolidated subsidiaries—ratio of 
factory costs, expenses, and profits to nei sales, 1927 to 1937, inclusive 

1927 1923 1929 1930 1931 1932 1933 1934 1935 1936 1937 Aver
age 

Net sales 

Factory cost of sales 

Gross profi t on sales 
Commercial c.xpcnsi'S 
Provision for doubt fu l ac

counts 

Ne t profi t on sales 
Other operating income 

Net prof i t manufacturing 
operations. . 

Pet. 
100.00 

Pet. 
100.00 

P d . 
100. 00 

73. 02 

Pet. 
100. 00 

Pet. 
100. 00 

Pet. 
100.00 

Pet. 
100. 00 

Pet. 
100. 00 

Pet. 
100. 00 

pa. 
100. 00 

Pet. 
100. 00 

Pet. 
100.00 Net sales 

Factory cost of sales 

Gross profi t on sales 
Commercial c.xpcnsi'S 
Provision for doubt fu l ac

counts 

Ne t profi t on sales 
Other operating income 

Net prof i t manufacturing 
operations. . 

09.00 09. 71 

P d . 
100. 00 

73. 02 72.83 72.04 81.30 73. 32 79.50 77. 89 70.01 80.04 74.50 

Net sales 

Factory cost of sales 

Gross profi t on sales 
Commercial c.xpcnsi'S 
Provision for doubt fu l ac

counts 

Ne t profi t on sales 
Other operating income 

Net prof i t manufacturing 
operations. . 

31.00 
8.91 

.03 

30. 29 
9.14 

.01 

27.98 
10. 07 

,04 

27. 17 
12.40 

.08 

27.96 
13.33 

. 14 

18.70 
19.10 

.32 

26.68 
12.43 

.19 

20. 50 
8.91 

.03 

22.11 
7.05 

.01 

23.99 
6.34 

.03 

19.96 
6.07 

25.50 
9.35 

.05 

Net sales 

Factory cost of sales 

Gross profi t on sales 
Commercial c.xpcnsi'S 
Provision for doubt fu l ac

counts 

Ne t profi t on sales 
Other operating income 

Net prof i t manufacturing 
operations. . 

22.00 
.46 

21. 14 
.38 

17.87 
.54 

14. 00 
.71 

14. ,50 
1.30 

1.72 
,43 

14.06 
.34 

11.56 
.40 

15.05 
.29 

17.62 
. 13 

13.89 
.21 

16. 10 
.34 

Net sales 

Factory cost of sales 

Gross profi t on sales 
Commercial c.xpcnsi'S 
Provision for doubt fu l ac

counts 

Ne t profi t on sales 
Other operating income 

Net prof i t manufacturing 
operations. . 22. 50 21. 52 18.41 15.40 14. 30 1 .30 14.40 11.06 15. 34 17.75 14.10 16.44 

1 Lo.ss. 

Analysis of sales, factory cost of sales and gross and net profit for the 
motor-vehicle divisions.—Table 39 presents an analysis of the sales, 
factory cost of sales, gross profit, and net profit for the motor-vehicle 
di-visions of General Motors Corporation. The analysis applies only 
to the years 1929, 1932, 1934, 1935, 1936, and 1937, and segregates the 
sales, costs, and profit of new motor vehicles from the sales, costs, and 
profits of accessories and replacement parts. 

The sales shown in this analysis represent the sales by the motor-
vehicle divisions to the public and do not agree with the sales on 
page 527, because, for the purposes of this table, intercompany sales 
have been eliminated. The sales discussed here include onlj^ the 
accessories and parts sold hy the motor-vehicle divisions, and not those 
sold to the public by other sales divisions. Sales of accessories and 
parts as shown on page 527 were made by other divisions not included 
in this analysis. 

The ratios shown here are presented to show the trend of the 
dift'erent classes of expense in relation to sales and the effect of changes 
in ratio on net profit, as well as to indicate the profitableness of sales of 
accessories and parts as compared to sales of new motor vehicles. By 
reference to the table i t will be observed that the highest rates of 
profit, during the years indicated, were earned on sales of accessories 
and parts. Accessories and parts produced an average net profit on 
sales during the 6 years of 24.85 cents for every dollar of sales as com
pared to an average net profit on new-car sales of 7.18 cents for every 
dollar of sales during the same years. 



T-'^BLB 39.—General Motors Corporation—Summ.ary of net sales, factory cost of sales, 
gross profit on sales, expenses, and net profits, by lines of products, years 1929, 1932, 
and 193J, io 1937, inclusive 

New cars Parts and accessories Tota! 

A m o u n t 

Ratio 
per 

dollar 
of sales 

A m o u n t 

Ratio 
per 

dollar 
of sales 

-Amount 

Ratio 
per 

dollar 
of sales 

Net sales; 
1929 $1,187, 319, 637 

287,541,702 
630, 240,888 
883, 838, 957 

1,088,050,912 
1, 211, 999, 904 

Cents 
100.00 
100. 00 
100.00 
100.00 
100.00 
100. 00 

$81,145,886 
43, 089, 717 
54. 008. 073 
67, 759. 278 
98, 871, 009 

129,073, 154 

Cents 
100.00 
100.00 
100.00 
100. 00 
100.00 
100.00 

$1, 203,405, 513 
330, 631,419 
081, 908, 960 
951, 598, 235 

1,184,928, 521 
1,341,073. 058 

Cents 
109.00 
100. 00 
100.00 
100.00 
100. 00 
lOD. 00 

1932 
$1,187, 319, 637 

287,541,702 
630, 240,888 
883, 838, 957 

1,088,050,912 
1, 211, 999, 904 

Cents 
100.00 
100. 00 
100.00 
100.00 
100.00 
100. 00 

$81,145,886 
43, 089, 717 
54. 008. 073 
67, 759. 278 
98, 871, 009 

129,073, 154 

Cents 
100.00 
100.00 
100.00 
100. 00 
100.00 
100.00 

$1, 203,405, 513 
330, 631,419 
081, 908, 960 
951, 598, 235 

1,184,928, 521 
1,341,073. 058 

Cents 
109.00 
100. 00 
100.00 
100.00 
100. 00 
lOD. 00 

1934 

$1,187, 319, 637 
287,541,702 
630, 240,888 
883, 838, 957 

1,088,050,912 
1, 211, 999, 904 

Cents 
100.00 
100. 00 
100.00 
100.00 
100.00 
100. 00 

$81,145,886 
43, 089, 717 
54. 008. 073 
67, 759. 278 
98, 871, 009 

129,073, 154 

Cents 
100.00 
100.00 
100.00 
100. 00 
100.00 
100.00 

$1, 203,405, 513 
330, 631,419 
081, 908, 960 
951, 598, 235 

1,184,928, 521 
1,341,073. 058 

Cents 
109.00 
100. 00 
100.00 
100.00 
100. 00 
lOD. 00 

$1,187, 319, 637 
287,541,702 
630, 240,888 
883, 838, 957 

1,088,050,912 
1, 211, 999, 904 

Cents 
100.00 
100. 00 
100.00 
100.00 
100.00 
100. 00 

$81,145,886 
43, 089, 717 
54. 008. 073 
67, 759. 278 
98, 871, 009 

129,073, 154 

Cents 
100.00 
100.00 
100.00 
100. 00 
100.00 
100.00 

$1, 203,405, 513 
330, 631,419 
081, 908, 960 
951, 598, 235 

1,184,928, 521 
1,341,073. 058 

Cents 
109.00 
100. 00 
100.00 
100.00 
100. 00 
lOD. 00 

1936 
1937. 

$1,187, 319, 637 
287,541,702 
630, 240,888 
883, 838, 957 

1,088,050,912 
1, 211, 999, 904 

Cents 
100.00 
100. 00 
100.00 
100.00 
100.00 
100. 00 

$81,145,886 
43, 089, 717 
54. 008. 073 
67, 759. 278 
98, 871, 009 

129,073, 154 

Cents 
100.00 
100.00 
100.00 
100. 00 
100.00 
100.00 

$1, 203,405, 513 
330, 631,419 
081, 908, 960 
951, 598, 235 

1,184,928, 521 
1,341,073. 058 

Cents 
109.00 
100. 00 
100.00 
100.00 
100. 00 
lOD. 00 

T o t a l . . . . 

Factory cost of sales: 
1929 

$1,187, 319, 637 
287,541,702 
630, 240,888 
883, 838, 957 

1,088,050,912 
1, 211, 999, 904 

Cents 
100.00 
100. 00 
100.00 
100.00 
100.00 
100. 00 

$81,145,886 
43, 089, 717 
54. 008. 073 
67, 759. 278 
98, 871, 009 

129,073, 154 

Cents 
100.00 
100.00 
100.00 
100. 00 
100.00 
100.00 

$1, 203,405, 513 
330, 631,419 
081, 908, 960 
951, 598, 235 

1,184,928, 521 
1,341,073. 058 

Cents 
109.00 
100. 00 
100.00 
100.00 
100. 00 
lOD. 00 

T o t a l . . . . 

Factory cost of sales: 
1929 

5, 280,997, 990 100.00 474, 607, 716 100. oo 5.761,605,706 100. 00 T o t a l . . . . 

Factory cost of sales: 
1929 976, 812,392 

268, 795, 440 
560, 546,402 
7,59, 224, 184 
933, 675,954 

1, 075, 207,177 

82.19 
03. 48 
87.35 
85.90 
85.97 
88.71 

41, 774,035 
23, 085,803 
40, 648, 762 
46. 0,50. 742 
65, 963, 681 
84,894, 454 

61.48 
64. 97 
74. 36 
68.86 
60. 72 
65. 77 

1,017. 016, 427 
292, 481, 249 
691,194,104 
805, 880, 926 
999, 639, 035 

1,160, 101,631 

80. 22 
83. 45 
86.32 
84.69 
84. 36 
86. 50 

1932 
976, 812,392 
268, 795, 440 
560, 546,402 
7,59, 224, 184 
933, 675,954 

1, 075, 207,177 

82.19 
03. 48 
87.35 
85.90 
85.97 
88.71 

41, 774,035 
23, 085,803 
40, 648, 762 
46. 0,50. 742 
65, 963, 681 
84,894, 454 

61.48 
64. 97 
74. 36 
68.86 
60. 72 
65. 77 

1,017. 016, 427 
292, 481, 249 
691,194,104 
805, 880, 926 
999, 639, 035 

1,160, 101,631 

80. 22 
83. 45 
86.32 
84.69 
84. 36 
86. 50 

1934 

976, 812,392 
268, 795, 440 
560, 546,402 
7,59, 224, 184 
933, 675,954 

1, 075, 207,177 

82.19 
03. 48 
87.35 
85.90 
85.97 
88.71 

41, 774,035 
23, 085,803 
40, 648, 762 
46. 0,50. 742 
65, 963, 681 
84,894, 454 

61.48 
64. 97 
74. 36 
68.86 
60. 72 
65. 77 

1,017. 016, 427 
292, 481, 249 
691,194,104 
805, 880, 926 
999, 639, 035 

1,160, 101,631 

80. 22 
83. 45 
86.32 
84.69 
84. 36 
86. 50 

1936. 

976, 812,392 
268, 795, 440 
560, 546,402 
7,59, 224, 184 
933, 675,954 

1, 075, 207,177 

82.19 
03. 48 
87.35 
85.90 
85.97 
88.71 

41, 774,035 
23, 085,803 
40, 648, 762 
46. 0,50. 742 
65, 963, 681 
84,894, 454 

61.48 
64. 97 
74. 36 
68.86 
60. 72 
65. 77 

1,017. 016, 427 
292, 481, 249 
691,194,104 
805, 880, 926 
999, 639, 035 

1,160, 101,631 

80. 22 
83. 45 
86.32 
84.69 
84. 36 
86. 50 

976, 812,392 
268, 795, 440 
560, 546,402 
7,59, 224, 184 
933, 675,954 

1, 075, 207,177 

82.19 
03. 48 
87.35 
85.90 
85.97 
88.71 

41, 774,035 
23, 085,803 
40, 648, 762 
46. 0,50. 742 
65, 963, 681 
84,894, 454 

61.48 
64. 97 
74. 36 
68.86 
60. 72 
65. 77 

1,017. 016, 427 
292, 481, 249 
691,194,104 
805, 880, 926 
999, 639, 035 

1,160, 101,631 

80. 22 
83. 45 
86.32 
84.69 
84. 36 
86. 50 1937 

T o t a l . 

976, 812,392 
268, 795, 440 
560, 546,402 
7,59, 224, 184 
933, 675,954 

1, 075, 207,177 

82.19 
03. 48 
87.35 
85.90 
85.97 
88.71 

41, 774,035 
23, 085,803 
40, 648, 762 
46. 0,50. 742 
65, 963, 681 
84,894, 454 

61.48 
64. 97 
74. 36 
68.86 
60. 72 
65. 77 

1,017. 016, 427 
292, 481, 249 
691,194,104 
805, 880, 926 
999, 639, 035 

1,160, 101,631 

80. 22 
83. 45 
86.32 
84.69 
84. 36 
86. 50 1937 

T o t a l . 4, 563, 290, 555 80.31 303, 623, 477 03.97 4,865,914,0.32 84. 47 

Gross prof i t on sales: 
1929 

4, 563, 290, 555 80.31 303, 623, 477 03.97 4,865,914,0.32 84. 47 

Gross prof i t on sales: 
1929 211, 477, 235 

18, 740, 250 
79, 695, 486 

124, 614, 773 
1,52,380,958 
136, 792,727 

17.81 
0. 52 

12.65 
14. 10 
14.03 
11. 29 

39, 371,851 
19,403,914 
14,019.310 
21, 102,536 
32, 907,928 
44,178, 700 

48. 52 
45. 02 
25.04 
31. 14 
33.28 
34. 23 

250,849, 030 
38, 160,170 
93, 714, 790 

145, 717, 309 
185, 2S8,886 
180,971,437 

19.78 
11. .54 
13. 03 
15.31 
15. 04 
13. 50 

1932 . . . 
211, 477, 235 

18, 740, 250 
79, 695, 486 

124, 614, 773 
1,52,380,958 
136, 792,727 

17.81 
0. 52 

12.65 
14. 10 
14.03 
11. 29 

39, 371,851 
19,403,914 
14,019.310 
21, 102,536 
32, 907,928 
44,178, 700 

48. 52 
45. 02 
25.04 
31. 14 
33.28 
34. 23 

250,849, 030 
38, 160,170 
93, 714, 790 

145, 717, 309 
185, 2S8,886 
180,971,437 

19.78 
11. .54 
13. 03 
15.31 
15. 04 
13. 50 

1924 

211, 477, 235 
18, 740, 250 
79, 695, 486 

124, 614, 773 
1,52,380,958 
136, 792,727 

17.81 
0. 52 

12.65 
14. 10 
14.03 
11. 29 

39, 371,851 
19,403,914 
14,019.310 
21, 102,536 
32, 907,928 
44,178, 700 

48. 52 
45. 02 
25.04 
31. 14 
33.28 
34. 23 

250,849, 030 
38, 160,170 
93, 714, 790 

145, 717, 309 
185, 2S8,886 
180,971,437 

19.78 
11. .54 
13. 03 
15.31 
15. 04 
13. 50 

1935 

211, 477, 235 
18, 740, 250 
79, 695, 486 

124, 614, 773 
1,52,380,958 
136, 792,727 

17.81 
0. 52 

12.65 
14. 10 
14.03 
11. 29 

39, 371,851 
19,403,914 
14,019.310 
21, 102,536 
32, 907,928 
44,178, 700 

48. 52 
45. 02 
25.04 
31. 14 
33.28 
34. 23 

250,849, 030 
38, 160,170 
93, 714, 790 

145, 717, 309 
185, 2S8,886 
180,971,437 

19.78 
11. .54 
13. 03 
15.31 
15. 04 
13. 50 

211, 477, 235 
18, 740, 250 
79, 695, 486 

124, 614, 773 
1,52,380,958 
136, 792,727 

17.81 
0. 52 

12.65 
14. 10 
14.03 
11. 29 

39, 371,851 
19,403,914 
14,019.310 
21, 102,536 
32, 907,928 
44,178, 700 

48. 52 
45. 02 
25.04 
31. 14 
33.28 
34. 23 

250,849, 030 
38, 160,170 
93, 714, 790 

145, 717, 309 
185, 2S8,886 
180,971,437 

19.78 
11. .54 
13. 03 
15.31 
15. 04 
13. 50 1937 . . 

211, 477, 235 
18, 740, 250 
79, 695, 486 

124, 614, 773 
1,52,380,958 
136, 792,727 

17.81 
0. 52 

12.65 
14. 10 
14.03 
11. 29 

39, 371,851 
19,403,914 
14,019.310 
21, 102,536 
32, 907,928 
44,178, 700 

48. 52 
45. 02 
25.04 
31. 14 
33.28 
34. 23 

250,849, 030 
38, 160,170 
93, 714, 790 

145, 717, 309 
185, 2S8,886 
180,971,437 

19.78 
11. .54 
13. 03 
15.31 
15. 04 
13. 50 

Tota l . 

211, 477, 235 
18, 740, 250 
79, 695, 486 

124, 614, 773 
1,52,380,958 
136, 792,727 

17.81 
0. 52 

12.65 
14. 10 
14.03 
11. 29 

39, 371,851 
19,403,914 
14,019.310 
21, 102,536 
32, 907,928 
44,178, 700 

48. 52 
45. 02 
25.04 
31. 14 
33.28 
34. 23 

250,849, 030 
38, 160,170 
93, 714, 790 

145, 717, 309 
185, 2S8,886 
180,971,437 

19.78 
11. .54 
13. 03 
15.31 
15. 04 
13. 50 

Tota l . 723, 707,435 13. 09 170, 984, 239 36. 03 894, 091, 074 15. 53 

Dis t r ibu t ion and administration 
expense: 

1929 . . . . 

723, 707,435 13. 09 170, 984, 239 36. 03 894, 091, 074 15. 53 

Dis t r ibu t ion and administration 
expense: 

1929 . . . . 91,143,178 
39.802,017 
44, 169, 591 
61,413,421 
58, 030, 273 
59, 369,778 

7. OS 
13. 36 
7. 01 
5. 82 
6.34 
4.90 

30, 396, 225 
12, 061, 081 
3, 782. 740 
4, 290, 460 
4, 383, 032 
7, 527, 881 

25.14 
29.38 

6.92 
6. 33 
4. 43 
5.83 

111, 539, 403 
52, 523,098 
47,952,331 
55, 703,871 
62,413,305 
66, 897, 659 

8.80 
15. .39 
7. 00 
5.85 
6.27 
4. 99 

1932 
91,143,178 
39.802,017 
44, 169, 591 
61,413,421 
58, 030, 273 
59, 369,778 

7. OS 
13. 36 
7. 01 
5. 82 
6.34 
4.90 

30, 396, 225 
12, 061, 081 
3, 782. 740 
4, 290, 460 
4, 383, 032 
7, 527, 881 

25.14 
29.38 

6.92 
6. 33 
4. 43 
5.83 

111, 539, 403 
52, 523,098 
47,952,331 
55, 703,871 
62,413,305 
66, 897, 659 

8.80 
15. .39 
7. 00 
5.85 
6.27 
4. 99 

1934 

91,143,178 
39.802,017 
44, 169, 591 
61,413,421 
58, 030, 273 
59, 369,778 

7. OS 
13. 36 
7. 01 
5. 82 
6.34 
4.90 

30, 396, 225 
12, 061, 081 
3, 782. 740 
4, 290, 460 
4, 383, 032 
7, 527, 881 

25.14 
29.38 

6.92 
6. 33 
4. 43 
5.83 

111, 539, 403 
52, 523,098 
47,952,331 
55, 703,871 
62,413,305 
66, 897, 659 

8.80 
15. .39 
7. 00 
5.85 
6.27 
4. 99 

1935 

91,143,178 
39.802,017 
44, 169, 591 
61,413,421 
58, 030, 273 
59, 369,778 

7. OS 
13. 36 
7. 01 
5. 82 
6.34 
4.90 

30, 396, 225 
12, 061, 081 
3, 782. 740 
4, 290, 460 
4, 383, 032 
7, 527, 881 

25.14 
29.38 

6.92 
6. 33 
4. 43 
5.83 

111, 539, 403 
52, 523,098 
47,952,331 
55, 703,871 
62,413,305 
66, 897, 659 

8.80 
15. .39 
7. 00 
5.85 
6.27 
4. 99 

1936.-

91,143,178 
39.802,017 
44, 169, 591 
61,413,421 
58, 030, 273 
59, 369,778 

7. OS 
13. 36 
7. 01 
5. 82 
6.34 
4.90 

30, 396, 225 
12, 061, 081 
3, 782. 740 
4, 290, 460 
4, 383, 032 
7, 527, 881 

25.14 
29.38 

6.92 
6. 33 
4. 43 
5.83 

111, 539, 403 
52, 523,098 
47,952,331 
55, 703,871 
62,413,305 
66, 897, 659 

8.80 
15. .39 
7. 00 
5.85 
6.27 
4. 99 1937. 

91,143,178 
39.802,017 
44, 169, 591 
61,413,421 
58, 030, 273 
59, 369,778 

7. OS 
13. 36 
7. 01 
5. 82 
6.34 
4.90 

30, 396, 225 
12, 061, 081 
3, 782. 740 
4, 290, 460 
4, 383, 032 
7, 527, 881 

25.14 
29.38 

6.92 
6. 33 
4. 43 
5.83 

111, 539, 403 
52, 523,098 
47,952,331 
55, 703,871 
62,413,305 
66, 897, 659 

8.80 
15. .39 
7. 00 
5.85 
6.27 
4. 99 

Total 

91,143,178 
39.802,017 
44, 169, 591 
61,413,421 
58, 030, 273 
59, 369,778 

7. OS 
13. 36 
7. 01 
5. 82 
6.34 
4.90 

30, 396, 225 
12, 061, 081 
3, 782. 740 
4, 290, 460 
4, 383, 032 
7, 527, 881 

25.14 
29.38 

6.92 
6. 33 
4. 43 
5.83 

111, 539, 403 
52, 523,098 
47,952,331 
55, 703,871 
62,413,305 
66, 897, 659 

8.80 
15. .39 
7. 00 
5.85 
6.27 
4. 99 

Total 343,988, 258 6. 51 53.041,400 11.18 397, 029, 667 6.89 

Net p ro f i t on sal(js: 
1929, 

343,988, 258 6. 51 53.041,400 11.18 397, 029, 667 6.89 

Net p ro f i t on sal(js: 
1929, 120, 334, 057 

> 21, 115,761 
35, 525, 895 
7,3.201,352 
94, 350, 6S5 
77, 422,949 

10 13 
1 7. 34 

5.04 
8.28 
8. 09 
6. 39 

18, 975, 620 
6. 743. 833 

10, 236. 570 
16,813,086 
23,624.896 
36, 060, 819 

23.38 
15. 65 
18. 72 
24.81 
28.85 
28.40 

139,309,683 
1 14,372, 928 

45. 703. 466 
90,013,438 

122,875, 581 
114,073,703 

10 98 
1 4.35 

6.68 
9. 46 

10.37 
8.51 

1932 
120, 334, 057 
> 21, 115,761 

35, 525, 895 
7,3.201,352 
94, 350, 6S5 
77, 422,949 

10 13 
1 7. 34 

5.04 
8.28 
8. 09 
6. 39 

18, 975, 620 
6. 743. 833 

10, 236. 570 
16,813,086 
23,624.896 
36, 060, 819 

23.38 
15. 65 
18. 72 
24.81 
28.85 
28.40 

139,309,683 
1 14,372, 928 

45. 703. 466 
90,013,438 

122,875, 581 
114,073,703 

10 98 
1 4.35 

6.68 
9. 46 

10.37 
8.51 

1934.. 

120, 334, 057 
> 21, 115,761 

35, 525, 895 
7,3.201,352 
94, 350, 6S5 
77, 422,949 

10 13 
1 7. 34 

5.04 
8.28 
8. 09 
6. 39 

18, 975, 620 
6. 743. 833 

10, 236. 570 
16,813,086 
23,624.896 
36, 060, 819 

23.38 
15. 65 
18. 72 
24.81 
28.85 
28.40 

139,309,683 
1 14,372, 928 

45. 703. 466 
90,013,438 

122,875, 581 
114,073,703 

10 98 
1 4.35 

6.68 
9. 46 

10.37 
8.51 

1935 

120, 334, 057 
> 21, 115,761 

35, 525, 895 
7,3.201,352 
94, 350, 6S5 
77, 422,949 

10 13 
1 7. 34 

5.04 
8.28 
8. 09 
6. 39 

18, 975, 620 
6. 743. 833 

10, 236. 570 
16,813,086 
23,624.896 
36, 060, 819 

23.38 
15. 65 
18. 72 
24.81 
28.85 
28.40 

139,309,683 
1 14,372, 928 

45. 703. 466 
90,013,438 

122,875, 581 
114,073,703 

10 98 
1 4.35 

6.68 
9. 46 

10.37 
8.51 

19,36. 

120, 334, 057 
> 21, 115,761 

35, 525, 895 
7,3.201,352 
94, 350, 6S5 
77, 422,949 

10 13 
1 7. 34 

5.04 
8.28 
8. 09 
6. 39 

18, 975, 620 
6. 743. 833 

10, 236. 570 
16,813,086 
23,624.896 
36, 060, 819 

23.38 
15. 65 
18. 72 
24.81 
28.85 
28.40 

139,309,683 
1 14,372, 928 

45. 703. 466 
90,013,438 

122,875, 581 
114,073,703 

10 98 
1 4.35 

6.68 
9. 46 

10.37 
8.51 1937.. . 

120, 334, 057 
> 21, 115,761 

35, 525, 895 
7,3.201,352 
94, 350, 6S5 
77, 422,949 

10 13 
1 7. 34 

5.04 
8.28 
8. 09 
6. 39 

18, 975, 620 
6. 743. 833 

10, 236. 570 
16,813,086 
23,624.896 
36, 060, 819 

23.38 
15. 65 
18. 72 
24.81 
28.85 
28.40 

139,309,683 
1 14,372, 928 

45. 703. 466 
90,013,438 

122,875, 581 
114,073,703 

10 98 
1 4.35 

6.68 
9. 46 

10.37 
8.51 

Tota l 

120, 334, 057 
> 21, 115,761 

35, 525, 895 
7,3.201,352 
94, 350, 6S5 
77, 422,949 

10 13 
1 7. 34 

5.04 
8.28 
8. 09 
6. 39 

18, 975, 620 
6. 743. 833 

10, 236. 570 
16,813,086 
23,624.896 
36, 060, 819 

23.38 
15. 65 
18. 72 
24.81 
28.85 
28.40 

139,309,683 
1 14,372, 928 

45. 703. 466 
90,013,438 

122,875, 581 
114,073,703 

10 98 
1 4.35 

6.68 
9. 46 

10.37 
8.51 

Tota l 379, 719. 177 7. IS 117,942,830 24.85 497,662, 007 8, 64 379, 719. 177 7. IS 117,942,830 24.85 497,662, 007 8, 64 

1 Loss. 

Analysis of net sales, factory cost of sales, gross and net profit, by lines of 
cars.—Table 40, which follows, presents an analysis of the sales of new 
cars made by the motorcar sales divisions of General Motors Corpora
tion. In preceding parts of chapter X I I , the total sales of General 
Motors Corporation were segregated with regard to a di\dsion of sales, 
hy lines of products, such as motor vehicles, accessories and parts, and 
other products. After that division, the sales were further segregated 
with regard to the sales made by each motorcar division of General 
Motors, The latter division of sales was then divided to show the 
sales cf new cars and accessories and parts, by tbe motorcar division. 
As shown by the next table, the sales of new motorcars are now 
segregated and divided, by Imes of cars. This analysis is sho-wn for 
only the years 1929, 1932,'l934, 1935, 1936, and 1937. 
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T-'^BLB 40,—General Motors Corporation—Summary of sales, factory cost of sales, 
expenses, and profit, by lines of cars sold iti the United States and foreign countries, 
during 1929, 1932, 1934, 1935, 1936, and 1937 

Units 
sold Ne t sales 

Factory 
cost of cars 

sold 

Gross 
margin 

or prof i t 

Di'Jtribu-
tion and 
adpjinis-
trat ion 
expense 

Net mar
gin nf 
prof i t 

Buick passenger cars: 
193,255 
40,131 
77,457 

106, 290 
180,482 
232,197 

$219,100,972 
44,100,490 
73, 281,183 
87.6,55,431 

144, 606, 768 
190, 291, 939 

$132,673, 229 
45,760,171 
63,091,928 
75, 122, 408 

121,579, 892 
164, 731, 475 

$36, 427, 743 
1 1,049,681 

9, 589, 255 
12, 632, 903 
23, 020, 876 
25, 570, -164 

$18, 661,295 
7,649, 201 
4,631,396 
5, 698, 603 
7, 209, 349 
8,033, 665 

$17, 876, 448 
• 9, 208,882 

4, 957,859 
6, 834, 300 

15,817,527 
17,637, 799 

193,255 
40,131 
77,457 

106, 290 
180,482 
232,197 

$219,100,972 
44,100,490 
73, 281,183 
87.6,55,431 

144, 606, 768 
190, 291, 939 

$132,673, 229 
45,760,171 
63,091,928 
75, 122, 408 

121,579, 892 
164, 731, 475 

$36, 427, 743 
1 1,049,681 

9, 589, 255 
12, 632, 903 
23, 020, 876 
25, 570, -164 

$18, 661,295 
7,649, 201 
4,631,396 
5, 698, 603 
7, 209, 349 
8,033, 665 

$17, 876, 448 
• 9, 208,882 

4, 957,859 
6, 834, 300 

15,817,527 
17,637, 799 

193,255 
40,131 
77,457 

106, 290 
180,482 
232,197 

$219,100,972 
44,100,490 
73, 281,183 
87.6,55,431 

144, 606, 768 
190, 291, 939 

$132,673, 229 
45,760,171 
63,091,928 
75, 122, 408 

121,579, 892 
164, 731, 475 

$36, 427, 743 
1 1,049,681 

9, 589, 255 
12, 632, 903 
23, 020, 876 
25, 570, -164 

$18, 661,295 
7,649, 201 
4,631,396 
5, 698, 603 
7, 209, 349 
8,033, 665 

$17, 876, 448 
• 9, 208,882 

4, 957,859 
6, 834, 300 

15,817,527 
17,637, 799 

193,255 
40,131 
77,457 

106, 290 
180,482 
232,197 

$219,100,972 
44,100,490 
73, 281,183 
87.6,55,431 

144, 606, 768 
190, 291, 939 

$132,673, 229 
45,760,171 
63,091,928 
75, 122, 408 

121,579, 892 
164, 731, 475 

$36, 427, 743 
1 1,049,681 

9, 589, 255 
12, 632, 903 
23, 020, 876 
25, 570, -164 

$18, 661,295 
7,649, 201 
4,631,396 
5, 698, 603 
7, 209, 349 
8,033, 665 

$17, 876, 448 
• 9, 208,882 

4, 957,859 
6, 834, 300 

15,817,527 
17,637, 799 

193,255 
40,131 
77,457 

106, 290 
180,482 
232,197 

$219,100,972 
44,100,490 
73, 281,183 
87.6,55,431 

144, 606, 768 
190, 291, 939 

$132,673, 229 
45,760,171 
63,091,928 
75, 122, 408 

121,579, 892 
164, 731, 475 

$36, 427, 743 
1 1,049,681 

9, 589, 255 
12, 632, 903 
23, 020, 876 
25, 570, -164 

$18, 661,295 
7,649, 201 
4,631,396 
5, 698, 603 
7, 209, 349 
8,033, 665 

$17, 876, 448 
• 9, 208,882 

4, 957,859 
6, 834, 300 

15,817,527 
17,637, 799 

193,255 
40,131 
77,457 

106, 290 
180,482 
232,197 

$219,100,972 
44,100,490 
73, 281,183 
87.6,55,431 

144, 606, 768 
190, 291, 939 

$132,673, 229 
45,760,171 
63,091,928 
75, 122, 408 

121,579, 892 
164, 731, 475 

$36, 427, 743 
1 1,049,681 

9, 589, 255 
12, 632, 903 
23, 020, 876 
25, 570, -164 

$18, 661,295 
7,649, 201 
4,631,396 
5, 698, 603 
7, 209, 349 
8,033, 665 

$17, 876, 448 
• 9, 208,882 

4, 957,859 
6, 834, 300 

15,817,527 
17,637, 799 

193,255 
40,131 
77,457 

106, 290 
180,482 
232,197 

$219,100,972 
44,100,490 
73, 281,183 
87.6,55,431 

144, 606, 768 
190, 291, 939 

$132,673, 229 
45,760,171 
63,091,928 
75, 122, 408 

121,579, 892 
164, 731, 475 

$36, 427, 743 
1 1,049,681 

9, 589, 255 
12, 632, 903 
23, 020, 876 
25, 570, -164 

$18, 661,295 
7,649, 201 
4,631,396 
5, 698, 603 
7, 209, 349 
8,033, 665 

$17, 876, 448 
• 9, 208,882 

4, 957,859 
6, 834, 300 

15,817,527 
17,637, 799 

335.818 7-59.036, 783 653, 539,163 105, 497, 620 51, 772, ,569 53,725, OSl 

Cadillac passenger cars: 

335.818 7-59.036, 783 653, 539,163 105, 497, 620 51, 772, ,569 53,725, OSl 

Cadillac passenger cars: 
36, 355 
9,005 

11,329 
22, 329 
28, 278 
44, 647 

84, 602, 750 
20, 373, 699 
20, 523, 568 
31,099,754 
36, 800, 979 
60,399,897 

63,831,934 
23, 234, 649 
19,178,992 
25. 184,034 
30, 595, 360 
43, 652,920 

15, 670, 810 
1 2, 860, OSO 

1, 344, 566 
5,915,670 
6,205, 119 
6, 846, 971 

9, 334, 524 
6, 090, 127 
4,488,914 
4, 878, 267 
5,011, 137 
5, 724, 565 

6, 336, 292 
1 9, 651,077 
1 3,144, 348 

1,037,413 
1,193, 982 
1,122,406 

36, 355 
9,005 

11,329 
22, 329 
28, 278 
44, 647 

84, 602, 750 
20, 373, 699 
20, 523, 568 
31,099,754 
36, 800, 979 
60,399,897 

63,831,934 
23, 234, 649 
19,178,992 
25. 184,034 
30, 595, 360 
43, 652,920 

15, 670, 810 
1 2, 860, OSO 

1, 344, 566 
5,915,670 
6,205, 119 
6, 846, 971 

9, 334, 524 
6, 090, 127 
4,488,914 
4, 878, 267 
5,011, 137 
5, 724, 565 

6, 336, 292 
1 9, 651,077 
1 3,144, 348 

1,037,413 
1,193, 982 
1,122,406 

36, 355 
9,005 

11,329 
22, 329 
28, 278 
44, 647 

84, 602, 750 
20, 373, 699 
20, 523, 568 
31,099,754 
36, 800, 979 
60,399,897 

63,831,934 
23, 234, 649 
19,178,992 
25. 184,034 
30, 595, 360 
43, 652,920 

15, 670, 810 
1 2, 860, OSO 

1, 344, 566 
5,915,670 
6,205, 119 
6, 846, 971 

9, 334, 524 
6, 090, 127 
4,488,914 
4, 878, 267 
5,011, 137 
5, 724, 565 

6, 336, 292 
1 9, 651,077 
1 3,144, 348 

1,037,413 
1,193, 982 
1,122,406 

36, 355 
9,005 

11,329 
22, 329 
28, 278 
44, 647 

84, 602, 750 
20, 373, 699 
20, 523, 568 
31,099,754 
36, 800, 979 
60,399,897 

63,831,934 
23, 234, 649 
19,178,992 
25. 184,034 
30, 595, 360 
43, 652,920 

15, 670, 810 
1 2, 860, OSO 

1, 344, 566 
5,915,670 
6,205, 119 
6, 846, 971 

9, 334, 524 
6, 090, 127 
4,488,914 
4, 878, 267 
5,011, 137 
5, 724, 565 

6, 336, 292 
1 9, 651,077 
1 3,144, 348 

1,037,413 
1,193, 982 
1,122,406 

36, 355 
9,005 

11,329 
22, 329 
28, 278 
44, 647 

84, 602, 750 
20, 373, 699 
20, 523, 568 
31,099,754 
36, 800, 979 
60,399,897 

63,831,934 
23, 234, 649 
19,178,992 
25. 184,034 
30, 595, 360 
43, 652,920 

15, 670, 810 
1 2, 860, OSO 

1, 344, 566 
5,915,670 
6,205, 119 
6, 846, 971 

9, 334, 524 
6, 090, 127 
4,488,914 
4, 878, 267 
5,011, 137 
5, 724, 565 

6, 336, 292 
1 9, 651,077 
1 3,144, 348 

1,037,413 
1,193, 982 
1,122,406 

36, 355 
9,005 

11,329 
22, 329 
28, 278 
44, 647 

84, 602, 750 
20, 373, 699 
20, 523, 568 
31,099,754 
36, 800, 979 
60,399,897 

63,831,934 
23, 234, 649 
19,178,992 
25. 184,034 
30, 595, 360 
43, 652,920 

15, 670, 810 
1 2, 860, OSO 

1, 344, 566 
5,915,670 
6,205, 119 
6, 846, 971 

9, 334, 524 
6, 090, 127 
4,488,914 
4, 878, 267 
5,011, 137 
5, 724, 565 

6, 336, 292 
1 9, 651,077 
1 3,144, 348 

1,037,413 
1,193, 982 
1,122,406 

36, 355 
9,005 

11,329 
22, 329 
28, 278 
44, 647 

84, 602, 750 
20, 373, 699 
20, 523, 568 
31,099,754 
36, 800, 979 
60,399,897 

63,831,934 
23, 234, 649 
19,178,992 
25. 184,034 
30, 595, 360 
43, 652,920 

15, 670, 810 
1 2, 860, OSO 

1, 344, 566 
5,915,670 
6,205, 119 
6, 846, 971 

9, 334, 524 
6, 090, 127 
4,488,914 
4, 878, 267 
5,011, 137 
5, 724, 565 

6, 336, 292 
1 9, 651,077 
1 3,144, 348 

1,037,413 
1,193, 982 
1,122,406 

161,843 343, 700, 637 210, 678, 445 33, 122, 192 36, 127, 534 1 3,005, 332 

Chevrolet: 
Passenger cars: 

161,843 343, 700, 637 210, 678, 445 33, 122, 192 36, 127, 534 1 3,005, 332 

Chevrolet: 
Passenger cars: 

942,549 
312, 845 
007, 457 
795,936 
995, 682 
905,928 

489,810,918 
141, ,578, 405 
318, 234.829 
414, 733, 083 
623, 766, 602 
503, 790,103 

406,169, 310 
137, 213, 740 
284,805, 596 
365,012, 307 
461,745,943 
454, 746, 895 

84, 641, 608 
14, 361, 005 
33, 429, 233 
49,721, 316 
62,010, 0,59 
49, 043, 708 

2.8, 951,101 
13, 322, 000 
17,932,168 
20, 989, 560 
34, 329,483 
23,023, 267 

55, 090, 607 
1,042, 065 

15,497,075 
38, 731, 750 
37, 681,170 
20, 021, 441 

1932 
942,549 
312, 845 
007, 457 
795,936 
995, 682 
905,928 

489,810,918 
141, ,578, 405 
318, 234.829 
414, 733, 083 
623, 766, 602 
503, 790,103 

406,169, 310 
137, 213, 740 
284,805, 596 
365,012, 307 
461,745,943 
454, 746, 895 

84, 641, 608 
14, 361, 005 
33, 429, 233 
49,721, 316 
62,010, 0,59 
49, 043, 708 

2.8, 951,101 
13, 322, 000 
17,932,168 
20, 989, 560 
34, 329,483 
23,023, 267 

55, 090, 607 
1,042, 065 

15,497,075 
38, 731, 750 
37, 681,170 
20, 021, 441 

942,549 
312, 845 
007, 457 
795,936 
995, 682 
905,928 

489,810,918 
141, ,578, 405 
318, 234.829 
414, 733, 083 
623, 766, 602 
503, 790,103 

406,169, 310 
137, 213, 740 
284,805, 596 
365,012, 307 
461,745,943 
454, 746, 895 

84, 641, 608 
14, 361, 005 
33, 429, 233 
49,721, 316 
62,010, 0,59 
49, 043, 708 

2.8, 951,101 
13, 322, 000 
17,932,168 
20, 989, 560 
34, 329,483 
23,023, 267 

55, 090, 607 
1,042, 065 

15,497,075 
38, 731, 750 
37, 681,170 
20, 021, 441 

iq35 

942,549 
312, 845 
007, 457 
795,936 
995, 682 
905,928 

489,810,918 
141, ,578, 405 
318, 234.829 
414, 733, 083 
623, 766, 602 
503, 790,103 

406,169, 310 
137, 213, 740 
284,805, 596 
365,012, 307 
461,745,943 
454, 746, 895 

84, 641, 608 
14, 361, 005 
33, 429, 233 
49,721, 316 
62,010, 0,59 
49, 043, 708 

2.8, 951,101 
13, 322, 000 
17,932,168 
20, 989, 560 
34, 329,483 
23,023, 267 

55, 090, 607 
1,042, 065 

15,497,075 
38, 731, 750 
37, 681,170 
20, 021, 441 

1936 
1937 

942,549 
312, 845 
007, 457 
795,936 
995, 682 
905,928 

489,810,918 
141, ,578, 405 
318, 234.829 
414, 733, 083 
623, 766, 602 
503, 790,103 

406,169, 310 
137, 213, 740 
284,805, 596 
365,012, 307 
461,745,943 
454, 746, 895 

84, 641, 608 
14, 361, 005 
33, 429, 233 
49,721, 316 
62,010, 0,59 
49, 043, 708 

2.8, 951,101 
13, 322, 000 
17,932,168 
20, 989, 560 
34, 329,483 
23,023, 267 

55, 090, 607 
1,042, 065 

15,497,075 
38, 731, 750 
37, 681,170 
20, 021, 441 

942,549 
312, 845 
007, 457 
795,936 
995, 682 
905,928 

489,810,918 
141, ,578, 405 
318, 234.829 
414, 733, 083 
623, 766, 602 
503, 790,103 

406,169, 310 
137, 213, 740 
284,805, 596 
365,012, 307 
461,745,943 
454, 746, 895 

84, 641, 608 
14, 361, 005 
33, 429, 233 
49,721, 316 
62,010, 0,59 
49, 043, 708 

2.8, 951,101 
13, 322, 000 
17,932,168 
20, 989, 560 
34, 329,483 
23,023, 267 

55, 090, 607 
1,042, 065 

15,497,075 
38, 731, 750 
37, 681,170 
20, 021, 441 

4, 660, 397 2,391,904,540 2, OSS, 693, 351 293, 211, 189 128,547,175 164, 664, 014 

Commercial cars: 
1929 

4, 660, 397 2,391,904,540 2, OSS, 693, 351 293, 211, 189 128,547,175 164, 664, 014 

Commercial cars: 
1929 306, 853 

77, 146 
212, 647 
229, 451 
2,58,911 
267, 434 

172, 620, 848 
39, 907, 731 

114,973,090 
12,3,120, 406 
140, 403, 647 
160, 435,9S9 

122, 639, 961 
29, 263, 300 
87, 385, 030 
9,5,311,703 

107, 542, 708 
127,463,720 

49,980,887 
10, 644, 431 
27, 587, 466 
27, 808, 703 
32, 860. 839 
29, 032, 279 

14, 302, 203 
4,178, 028 
6,821.118 
0, 672, 703 
6,929,484 
7, 124, 941 

35, 634,684 
6, 460, 403 

20, 706, 348 
21,136,000 
25, 931, 355 
21, 907, 338 

1932 
306, 853 

77, 146 
212, 647 
229, 451 
2,58,911 
267, 434 

172, 620, 848 
39, 907, 731 

114,973,090 
12,3,120, 406 
140, 403, 647 
160, 435,9S9 

122, 639, 961 
29, 263, 300 
87, 385, 030 
9,5,311,703 

107, 542, 708 
127,463,720 

49,980,887 
10, 644, 431 
27, 587, 466 
27, 808, 703 
32, 860. 839 
29, 032, 279 

14, 302, 203 
4,178, 028 
6,821.118 
0, 672, 703 
6,929,484 
7, 124, 941 

35, 634,684 
6, 460, 403 

20, 706, 348 
21,136,000 
25, 931, 355 
21, 907, 338 

1934 

306, 853 
77, 146 

212, 647 
229, 451 
2,58,911 
267, 434 

172, 620, 848 
39, 907, 731 

114,973,090 
12,3,120, 406 
140, 403, 647 
160, 435,9S9 

122, 639, 961 
29, 263, 300 
87, 385, 030 
9,5,311,703 

107, 542, 708 
127,463,720 

49,980,887 
10, 644, 431 
27, 587, 466 
27, 808, 703 
32, 860. 839 
29, 032, 279 

14, 302, 203 
4,178, 028 
6,821.118 
0, 672, 703 
6,929,484 
7, 124, 941 

35, 634,684 
6, 460, 403 

20, 706, 348 
21,136,000 
25, 931, 355 
21, 907, 338 

1935... 
1936 

306, 853 
77, 146 

212, 647 
229, 451 
2,58,911 
267, 434 

172, 620, 848 
39, 907, 731 

114,973,090 
12,3,120, 406 
140, 403, 647 
160, 435,9S9 

122, 639, 961 
29, 263, 300 
87, 385, 030 
9,5,311,703 

107, 542, 708 
127,463,720 

49,980,887 
10, 644, 431 
27, 587, 466 
27, 808, 703 
32, 860. 839 
29, 032, 279 

14, 302, 203 
4,178, 028 
6,821.118 
0, 672, 703 
6,929,484 
7, 124, 941 

35, 634,684 
6, 460, 403 

20, 706, 348 
21,136,000 
25, 931, 355 
21, 907, 338 1937 

306, 853 
77, 146 

212, 647 
229, 451 
2,58,911 
267, 434 

172, 620, 848 
39, 907, 731 

114,973,090 
12,3,120, 406 
140, 403, 647 
160, 435,9S9 

122, 639, 961 
29, 263, 300 
87, 385, 030 
9,5,311,703 

107, 542, 708 
127,463,720 

49,980,887 
10, 644, 431 
27, 587, 466 
27, 808, 703 
32, 860. 839 
29, 032, 279 

14, 302, 203 
4,178, 028 
6,821.118 
0, 672, 703 
6,929,484 
7, 124, 941 

35, 634,684 
6, 460, 403 

20, 706, 348 
21,136,000 
25, 931, 355 
21, 907, 338 

Tota l 

306, 853 
77, 146 

212, 647 
229, 451 
2,58,911 
267, 434 

172, 620, 848 
39, 907, 731 

114,973,090 
12,3,120, 406 
140, 403, 647 
160, 435,9S9 

122, 639, 961 
29, 263, 300 
87, 385, 030 
9,5,311,703 

107, 542, 708 
127,463,720 

49,980,887 
10, 644, 431 
27, 587, 466 
27, 808, 703 
32, 860. 839 
29, 032, 279 

14, 302, 203 
4,178, 028 
6,821.118 
0, 672, 703 
6,929,484 
7, 124, 941 

35, 634,684 
6, 460, 403 

20, 706, 348 
21,136,000 
25, 931, 355 
21, 907, 338 

Tota l 1, 352, 342 7-47, 617, 037 669, 697, 022 177, 920, 006 46, 028, 477 131,892, 12S 

Oldsmobile: 
Passenger cars: 

1929 

1, 352, 342 7-47, 617, 037 669, 697, 022 177, 920, 006 46, 028, 477 131,892, 12S 

Oldsmobile: 
Passenger cars: 

1929 101, 670 
22,011 
79, 335 

179,121 
187, 058 
210, 598 

70, 003, 804 
15, 236, 791 
54, 628, 243 

122, 379, 066 
128, 352, 328 
152, 637, 990 

66,637, 261 
15,933,089 
50, 447, 503 

105, 374, 545 
no , 225, 809 
140, 834, 461 

9, 470, 543 
1 096, 298 

4,180,740 
17, 004, 531 
16, 126, 419 
11,703,529 

7, 377,807 
3, 251,410 
4. 496, 127 
6, 623, 861 
7,920. 434 
7, 572, 099 

2,098, 730 
I 3, 947, 70S 

1 315,387 
10, 380, 670 
8,199, 985 
4, 130, 830 

1932 
101, 670 
22,011 
79, 335 

179,121 
187, 058 
210, 598 

70, 003, 804 
15, 236, 791 
54, 628, 243 

122, 379, 066 
128, 352, 328 
152, 637, 990 

66,637, 261 
15,933,089 
50, 447, 503 

105, 374, 545 
no , 225, 809 
140, 834, 461 

9, 470, 543 
1 096, 298 

4,180,740 
17, 004, 531 
16, 126, 419 
11,703,529 

7, 377,807 
3, 251,410 
4. 496, 127 
6, 623, 861 
7,920. 434 
7, 572, 099 

2,098, 730 
I 3, 947, 70S 

1 315,387 
10, 380, 670 
8,199, 985 
4, 130, 830 

1934 . . 

101, 670 
22,011 
79, 335 

179,121 
187, 058 
210, 598 

70, 003, 804 
15, 236, 791 
54, 628, 243 

122, 379, 066 
128, 352, 328 
152, 637, 990 

66,637, 261 
15,933,089 
50, 447, 503 

105, 374, 545 
no , 225, 809 
140, 834, 461 

9, 470, 543 
1 096, 298 

4,180,740 
17, 004, 531 
16, 126, 419 
11,703,529 

7, 377,807 
3, 251,410 
4. 496, 127 
6, 623, 861 
7,920. 434 
7, 572, 099 

2,098, 730 
I 3, 947, 70S 

1 315,387 
10, 380, 670 
8,199, 985 
4, 130, 830 

1935 

101, 670 
22,011 
79, 335 

179,121 
187, 058 
210, 598 

70, 003, 804 
15, 236, 791 
54, 628, 243 

122, 379, 066 
128, 352, 328 
152, 637, 990 

66,637, 261 
15,933,089 
50, 447, 503 

105, 374, 545 
no , 225, 809 
140, 834, 461 

9, 470, 543 
1 096, 298 

4,180,740 
17, 004, 531 
16, 126, 419 
11,703,529 

7, 377,807 
3, 251,410 
4. 496, 127 
6, 623, 861 
7,920. 434 
7, 572, 099 

2,098, 730 
I 3, 947, 70S 

1 315,387 
10, 380, 670 
8,199, 985 
4, 130, 830 

1936 

101, 670 
22,011 
79, 335 

179,121 
187, 058 
210, 598 

70, 003, 804 
15, 236, 791 
54, 628, 243 

122, 379, 066 
128, 352, 328 
152, 637, 990 

66,637, 261 
15,933,089 
50, 447, 503 

105, 374, 545 
no , 225, 809 
140, 834, 461 

9, 470, 543 
1 096, 298 

4,180,740 
17, 004, 531 
16, 126, 419 
11,703,529 

7, 377,807 
3, 251,410 
4. 496, 127 
6, 623, 861 
7,920. 434 
7, 572, 099 

2,098, 730 
I 3, 947, 70S 

1 315,387 
10, 380, 670 
8,199, 985 
4, 130, 830 1937 •.. 

101, 670 
22,011 
79, 335 

179,121 
187, 058 
210, 598 

70, 003, 804 
15, 236, 791 
54, 628, 243 

122, 379, 066 
128, 352, 328 
152, 637, 990 

66,637, 261 
15,933,089 
50, 447, 503 

105, 374, 545 
no , 225, 809 
140, 834, 461 

9, 470, 543 
1 096, 298 

4,180,740 
17, 004, 531 
16, 126, 419 
11,703,529 

7, 377,807 
3, 251,410 
4. 496, 127 
6, 623, 861 
7,920. 434 
7, 572, 099 

2,098, 730 
I 3, 947, 70S 

1 315,387 
10, 380, 670 
8,199, 985 
4, 130, 830 

To ta l 

101, 670 
22,011 
79, 335 

179,121 
187, 058 
210, 598 

70, 003, 804 
15, 236, 791 
54, 628, 243 

122, 379, 066 
128, 352, 328 
152, 637, 990 

66,637, 261 
15,933,089 
50, 447, 503 

105, 374, 545 
no , 225, 809 
140, 834, 461 

9, 470, 543 
1 096, 298 

4,180,740 
17, 004, 531 
16, 126, 419 
11,703,529 

7, 377,807 
3, 251,410 
4. 496, 127 
6, 623, 861 
7,920. 434 
7, 572, 099 

2,098, 730 
I 3, 947, 70S 

1 315,387 
10, 380, 670 
8,199, 985 
4, 130, 830 

To ta l 780,899 547, 198, 122 489, 402, 608 57, 796,464 37, 248, 328 20, 547, 126 

Trucks (foreign on ly ) : 

780,899 547, 198, 122 489, 402, 608 57, 796,464 37, 248, 328 20, 547, 126 

Trucks (foreign on ly ) : 

1932 
1934 

1936 2,296 
3, 540 

1, 816, 20O 
2, 979, 900 

1, 518, 685 
2, 473, 623 

297, 615 
506, 278 

101,593 
13S, 705 

195, 922 
367,513 1937 

2,296 
3, 540 

1, 816, 20O 
2, 979, 900 

1, 518, 685 
2, 473, 623 

297, 615 
506, 278 

101,593 
13S, 705 

195, 922 
367,513 

Tota l 

2,296 
3, 540 

1, 816, 20O 
2, 979, 900 

1, 518, 685 
2, 473, 623 

297, 615 
506, 278 

101,593 
13S, 705 

195, 922 
367,513 

Tota l 5,836 4,796, 100 3, 992, 307 803,793 240, 358 663, 435 

Pontiac passenger cars: 
1929 

5,836 4,796, 100 3, 992, 307 803,793 240, 358 663, 435 

Pontiac passenger cars: 
1929 211,948 

47, 031 
79, 461 

109, 706 
183, 046 
237, 401 

14,5,214 335 
26, 344, 680 
48,699,979 

104, 850, 617 
112, 320,583 
155, 514, 076 

129,940, 697 
27, 400, 497 
•15,035,763 
93,219,017 

100, 467, 057 
141.424,578 

15, 273, 638 
1 1,055,911 

3, 664, 236 
11, 631, 600 
11,853,631 
14, 089, 498 

12, 626, 248 
4, 770, 651 
5, 799, 378 
6, 550, 381 
6, 522,793 
7,753,876 

2, 047, 390 
1 5, 836, 562 
1 2, 235, 652 

6,081,219 
6, 330, 738 
6, 33,5, 622 

1932 
211,948 

47, 031 
79, 461 

109, 706 
183, 046 
237, 401 

14,5,214 335 
26, 344, 680 
48,699,979 

104, 850, 617 
112, 320,583 
155, 514, 076 

129,940, 697 
27, 400, 497 
•15,035,763 
93,219,017 

100, 467, 057 
141.424,578 

15, 273, 638 
1 1,055,911 

3, 664, 236 
11, 631, 600 
11,853,631 
14, 089, 498 

12, 626, 248 
4, 770, 651 
5, 799, 378 
6, 550, 381 
6, 522,793 
7,753,876 

2, 047, 390 
1 5, 836, 562 
1 2, 235, 652 

6,081,219 
6, 330, 738 
6, 33,5, 622 

1934 

211,948 
47, 031 
79, 461 

109, 706 
183, 046 
237, 401 

14,5,214 335 
26, 344, 680 
48,699,979 

104, 850, 617 
112, 320,583 
155, 514, 076 

129,940, 697 
27, 400, 497 
•15,035,763 
93,219,017 

100, 467, 057 
141.424,578 

15, 273, 638 
1 1,055,911 

3, 664, 236 
11, 631, 600 
11,853,631 
14, 089, 498 

12, 626, 248 
4, 770, 651 
5, 799, 378 
6, 550, 381 
6, 522,793 
7,753,876 

2, 047, 390 
1 5, 836, 562 
1 2, 235, 652 

6,081,219 
6, 330, 738 
6, 33,5, 622 

1935 

211,948 
47, 031 
79, 461 

109, 706 
183, 046 
237, 401 

14,5,214 335 
26, 344, 680 
48,699,979 

104, 850, 617 
112, 320,583 
155, 514, 076 

129,940, 697 
27, 400, 497 
•15,035,763 
93,219,017 

100, 467, 057 
141.424,578 

15, 273, 638 
1 1,055,911 

3, 664, 236 
11, 631, 600 
11,853,631 
14, 089, 498 

12, 626, 248 
4, 770, 651 
5, 799, 378 
6, 550, 381 
6, 522,793 
7,753,876 

2, 047, 390 
1 5, 836, 562 
1 2, 235, 652 

6,081,219 
6, 330, 738 
6, 33,5, 622 

1936 

211,948 
47, 031 
79, 461 

109, 706 
183, 046 
237, 401 

14,5,214 335 
26, 344, 680 
48,699,979 

104, 850, 617 
112, 320,583 
155, 514, 076 

129,940, 697 
27, 400, 497 
•15,035,763 
93,219,017 

100, 467, 057 
141.424,578 

15, 273, 638 
1 1,055,911 

3, 664, 236 
11, 631, 600 
11,853,631 
14, 089, 498 

12, 626, 248 
4, 770, 651 
5, 799, 378 
6, 550, 381 
6, 522,793 
7,753,876 

2, 047, 390 
1 5, 836, 562 
1 2, 235, 652 

6,081,219 
6, 330, 738 
6, 33,5, 622 1937 

211,948 
47, 031 
79, 461 

109, 706 
183, 046 
237, 401 

14,5,214 335 
26, 344, 680 
48,699,979 

104, 850, 617 
112, 320,583 
155, 514, 076 

129,940, 697 
27, 400, 497 
•15,035,763 
93,219,017 

100, 467, 057 
141.424,578 

15, 273, 638 
1 1,055,911 

3, 664, 236 
11, 631, 600 
11,853,631 
14, 089, 498 

12, 626, 248 
4, 770, 651 
5, 799, 378 
6, 550, 381 
6, 522,793 
7,753,876 

2, 047, 390 
1 5, 836, 562 
1 2, 235, 652 

6,081,219 
6, 330, 738 
6, 33,5, 622 

To ta l 

211,948 
47, 031 
79, 461 

109, 706 
183, 046 
237, 401 

14,5,214 335 
26, 344, 680 
48,699,979 

104, 850, 617 
112, 320,583 
155, 514, 076 

129,940, 697 
27, 400, 497 
•15,035,763 
93,219,017 

100, 467, 057 
141.424,578 

15, 273, 638 
1 1,055,911 

3, 664, 236 
11, 631, 600 
11,853,631 
14, 089, 498 

12, 626, 248 
4, 770, 651 
5, 799, 378 
6, 550, 381 
6, 522,793 
7,753,876 

2, 047, 390 
1 5, 836, 562 
1 2, 235, 652 

6,081,219 
6, 330, 738 
6, 33,5, 622 

To ta l 927, 592 693, 844, 181 537, 487, 599 55, 356, 532 44,023, 837 11,332, 765 927, 592 693, 844, 181 537, 487, 599 55, 356, 532 44,023, 837 11,332, 765 

1 Loss. 



REPORT ON MOTOR VEHICLE INDUSTRY 

Summ.ary of unit sales, factory cost of sales, expenses, and profits per 
car.—Table 41, presents the units of different makes of General 
Motors Corporation cars sold during the years 1929, 1932, 1934, 1935, 
1936, and 1937, and the average sales receipts per car, average factory 
cost of sales per car, and the average cost, per car, of distribution and 
a,dministrative expenses, and the gross and net profit per car reahzed 
on the sales. 

By reference to the table i t will be observed that, in terms of units, 
Chevrolet was by far the most extensive selling line of General Motors 
cars during the 6 years designated. Of the other cars in General 
Motors line, Pontiac was second in terms of units sold, Buick was third, 
Oldsmobile was fourth, and Cadillac last in line. In a preceding 
discussion on page 531 i t was shown that Chevrolet was also the most 
profitable, from the standpoint of aggregate amoimt of profit, during 
the ĵ ears under consideration, With regard to the average profit 
per car realized on passenger cars, however, Buick was the most 
profitable in the line, Chevrolet was second, Oldsmobile thhd, Pontiac 
fourth, and Cadhlac lost an average of $19.79 per car. The average 
loss on Cadillac cars results from large losses per car in 1932 and 1934. 
In the other 4 yea.rs of the 6 a profit was shown but not of sufficient 
proportions to offset the losses in the 2 ĵ ears. The foregoing relates 
to passenger cars only, and, by reference to the table, it will be noted 
that Chevrolet commercial cars produced a net profit per car that 
exceeded the net profit produced by any of the line of passenger cars 
and averaged $97.52 per car during the 6 years. During the same 6 
years the net profit per Buick car a.veraged $64.28, Chevrolet pas
senger cars $36.10, Oldsmobile $26.11, and Pontiac $12,22. 

The average prices realized per car, as shown in the third column 
from the left of the table, represented the net prices charged dealers 
after adjustments of billings, discounts, and reducing sales by tbe 
transportation cost of delivering the cars to the dealers. As stated 
in the discussion of the profit ancl loss, in the income and expense 
section of chapter X I I , General Motors added a charge to the cars 
billed to dealers for transportation, and this charge was included in 
sales receipts, but the sales receipts were reduced by the amounts of 
the transportation cost. The difference between receipts for trans
portation charges and the cost of transportation, therefore, is re
flected in the net sales of motor vehicles. The average net price 
realized from the sales of Cadillac cars in 1929 was $2,324.38, and 
$1,131.39 in 1937. Tbe average sales price realized on Buick cars 
was $1,133.74 in 1929, $801.22 in 1936, and $819.53 in 1937. 

For Chevrolet passenger cars tbe average sales realization per car 
was $519,87 in 1929, $526.03 in 1936, and $556.10 in 1937. For 
Oldsmobile passenger cars the net sales realization per car was 
$748.10 in 1929, $673.31 in 1936, and $704.24 in 1937. For Pontiac 
passenger cars the net sa.les realization per car was $685.14 in 1929, 
$616.19 in 1936, and $655.07 in 1937. 

171233—39 36 



538 FEDERAL TRADE COMMISSION 

TABLE 41.—General Motcrs Corporation—Summary of sales, factory cost of sales, 
expenses, atid profit per car sold in the United States and foreign countries during 
1929, 1932, 1934, 1935, 1936, and 1937 

Units sold Net sales 
per car 

Factory 
cost of 

sales per 
car 

Gross 
prof i t 

on sales 
per car 

Dis t r ibu
tion and 
adminis
tration 
e.^pensc 

''per car 

Not 
prof i t 

per car 

Bu ick passenger cars: 
1929.... 
1932 
19.34 
1935 
1936 
1937... 

Average per car . . . 

Cadillac passenger cars: 
1929 
1932 
1934. 
19,35 
1936 
1937. 

Chevrolet passenger ears: 
1929.. 
1932.. 
1934 
1935 
1936 . . 
1937 

Average per car 

Chevrolet Commercial cars: 
1929 
1932.. 
1934... 
1935 

193, 255 
46,131 
77,457 

106. 296 
ISO. 482 
232, 197 

$1,133. 74 
9,55.98 
946.09 
824. 63 
801.32 
819.53 

$945.24 
091.74 
822. 29 
706. 73 
673. 64 
709.41 

$188.50 
1 35.76 
123.80 
117. 90 
127. 58 
110. 12 

$95.99 
105.31 
59. 79 
63,01 
39. 94 
34.59 

$93. 51 
1 201.57 

64. 01 
04. 29 
87, 64 
75. 53 

Buick passenger cars: 
1929.... 
1932 
19.34 
1935 
1936 
1937... 

Average per car . . . 

Cadillac passenger cars: 
1929 
1932 
1934. 
19,35 
1936 
1937. 

Chevrolet passenger ears: 
1929.. 
1932.. 
1934 
1935 
1936 . . 
1937 

Average per car 

Chevrolet Commercial cars: 
1929 
1932.. 
1934... 
1935 

835. 818 908. 14 781.92 126. 22 61.94 1 64.28 

Buick passenger cars: 
1929.... 
1932 
19.34 
1935 
1936 
1937... 

Average per car . . . 

Cadillac passenger cars: 
1929 
1932 
1934. 
19,35 
1936 
1937. 

Chevrolet passenger ears: 
1929.. 
1932.. 
1934 
1935 
1936 . . 
1937 

Average per car 

Chevrolet Commercial cars: 
1929 
1932.. 
1934... 
1935 

36, 355 
9, 005 

11,329 
22, 329 
28. 278 
44, 547 

2.324. 38 
2, 262. 49 
1.811.,59 
1,,392. 79 
1,301.40 
1, 131.39 

1.893.33 
2. 580. 20 
1.692. 91 
1. 127.86 
1,031.97 

977. 63 

431.05 
1 317.71 

118. 63 
264. 93 
219. 43 
153. 71 

256.76 1 174.29 
743.93 ,1 1,060.64 
396 23 1 277. 55 
218.47 1 46.46 
177.31 j 42.22 
12S. 51 j 25.20 

Buick passenger cars: 
1929.... 
1932 
19.34 
1935 
1936 
1937... 

Average per car . . . 

Cadillac passenger cars: 
1929 
1932 
1934. 
19,35 
1936 
1937. 

Chevrolet passenger ears: 
1929.. 
1932.. 
1934 
1935 
1936 . . 
1937 

Average per car 

Chevrolet Commercial cars: 
1929 
1932.. 
1934... 
1935 

151,843 1.604. 95 1.380. Sl 1 218.14 237.93 1 1 19. 79 

Buick passenger cars: 
1929.... 
1932 
19.34 
1935 
1936 
1937... 

Average per car . . . 

Cadillac passenger cars: 
1929 
1932 
1934. 
19,35 
1936 
1937. 

Chevrolet passenger ears: 
1929.. 
1932.. 
1934 
1935 
1936 . . 
1937 

Average per car 

Chevrolet Commercial cars: 
1929 
1932.. 
1934... 
1935 

942. 549 
312.845 
607. 457 
795. 936 
995, 683 
905, y2.̂  

519. 67 
452. ,55 
633. 88 
,521.07 
526. 03 
556. 10 

429. 87 
406. 63 
408, 85 
4.58, 00 
463. 75 
501.96 

89. 80 
45. 92 
65. 03 
03.47 
62.28 
54. 14 

30. 72 
42. 59 
39. 52 
26.37 
24.43 
25.41 

59.08 
•i.33 

25.51 
36.10 
37, 85 
28.73 

Buick passenger cars: 
1929.... 
1932 
19.34 
1935 
1936 
1937... 

Average per car . . . 

Cadillac passenger cars: 
1929 
1932 
1934. 
19,35 
1936 
1937. 

Chevrolet passenger ears: 
1929.. 
1932.. 
1934 
1935 
1936 . . 
1937 

Average per car 

Chevrolet Commercial cars: 
1929 
1932.. 
1934... 
1935 

4, 560, 397 524.49 1 460.20 | 64.29 28. 19 30.10 

Buick passenger cars: 
1929.... 
1932 
19.34 
1935 
1936 
1937... 

Average per car . . . 

Cadillac passenger cars: 
1929 
1932 
1934. 
19,35 
1936 
1937. 

Chevrolet passenger ears: 
1929.. 
1932.. 
1934 
1935 
1936 . . 
1937 

Average per car 

Chevrolet Commercial cars: 
1929 
1932.. 
1934... 
1935 

306,853 
77, 146 

212. 547 
229. 451 
268. 911 
267,434 

562. 57 
517.30 
640. 93 
630. 59 
,542. 29 
685. 14 

399. 07 
379. 32 
411.14 
415. 39 
41.5. 37 
476. 58 

IR-J. 90 
137. 98 
129. 79 
121.20 
136. 93 
108. 56 

46.61 
54.16 
32.09 
29. 08 
26. 76 
26. 64 

110.29 
83.82 
97.70 
92. 12 

100.16 
81.92 1937 

Oldsmobile Passenger cars: 
1929 
1932.... 
1934 
1935 
1936 
1937 

Average per car 

OldJ-mobile trucks (foreign on ly ) : 
1929 

306,853 
77, 146 

212. 547 
229. 451 
268. 911 
267,434 

562. 57 
517.30 
640. 93 
630. 59 
,542. 29 
685. 14 

399. 07 
379. 32 
411.14 
415. 39 
41.5. 37 
476. 58 

IR-J. 90 
137. 98 
129. 79 
121.20 
136. 93 
108. 56 

46.61 
54.16 
32.09 
29. 08 
26. 76 
26. 64 

110.29 
83.82 
97.70 
92. 12 

100.16 
81.92 1937 

Oldsmobile Passenger cars: 
1929 
1932.... 
1934 
1935 
1936 
1937 

Average per car 

OldJ-mobile trucks (foreign on ly ) : 
1929 

1,352.342 6,52. 76 1 421. 19 131.57 34. 05 97.52 

1937 

Oldsmobile Passenger cars: 
1929 
1932.... 
1934 
1935 
1936 
1937 

Average per car 

OldJ-mobile trucks (foreign on ly ) : 
1929 

101.676 
22. 011 
79. 835 

179. 121 
187, 658 
216, ,598 

748. 10 
692. 24 
684. 27 
683. 22 
673.31 
704. 24 

6-54. 90 
723. 87 
631.90 
588, 29 
687. 38 
650. 21 

93. 20 
1 31.63 

52.37 
94.93 
35.93 
54. 03 

73. 56 
147. 72 

56. 32 
36,98 
42.24 
34. 96 

70.64 
1 179. ,35 

1 3.95 
67, 95 
43. 69 
19. 07 

1937 

Oldsmobile Passenger cars: 
1929 
1932.... 
1934 
1935 
1936 
1937 

Average per car 

OldJ-mobile trucks (foreign on ly ) : 
1929 

786. 899 695.39 621.94 73.45 47.34 26. U 

1937 

Oldsmobile Passenger cars: 
1929 
1932.... 
1934 
1935 
1936 
1937 

Average per car 

OldJ-mobile trucks (foreign on ly ) : 
1929 
1932 
1934 
1935 
1936 

1937 . 

Average per car . . 

PontiDC passenger cars: 
1929 
1932 
1934 
19,35 
19:16 
1937 

Average per oar 

2.296 
3,540 

791.03 
841.78 

661.45 
098. 76 

129. 58 
143. 02 

44.25 
39.20 

85.33 
103. 82 

1936 

1937 . 

Average per car . . 

PontiDC passenger cars: 
1929 
1932 
1934 
19,35 
19:16 
1937 

Average per oar 

5,836 821.81 684. 08 137. 73 41.19 96. 54 

1936 

1937 . 

Average per car . . 

PontiDC passenger cars: 
1929 
1932 
1934 
19,35 
19:16 
1937 

Average per oar 

211,948 
47, 031 
79,461 

169, 705 
182,046 
237,401 

685.14 
560.16 
611.62 
617.84 
616.99 
055. 07 

613.08 
682. 61 
666. 77 
549. 30 
551.88 
595. 72 

72. 06 
1 22. 45 

44. 36 
68. 54 
65. 11 
69. 35 

59. 57 
101.44 
72. 99 
38. 60 
35.83 
32.66 

12.49 
1 123.89 

1 28. 14 
29. 94 
29. 28 
26. 69 

1936 

1937 . 

Average per car . . 

PontiDC passenger cars: 
1929 
1932 
1934 
19,35 
19:16 
1937 

Average per oar 927, 692 639. 12 1 579. 44 69.08 47.46 12.22 

• Loss. 
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SECTION U . DEALER COOPERATIVE ADVERTLSING PLANS 

Introduction.—In order to understand the cooperative advertising 
fund and the method of handling the fund, it is necessarj'- to first con
sider advertising as a whole and then distinguish between the classi
fications and types of advertising. Advertising in general may be 
classified in two principal classifications, namely, national advertising 
and local advertising. National advertismg is an expense directly 
assumed by the car divisions of General Motors Sales Corporation 
in connection with their national sales programs. Local advertising 
is administered by the car divisions for the benefit of their dealers 
-through the dealer cooperative advertising plan. The corporation 
takes the position that local advertising is an expense wluch is, and 
always has been, part of a local dealer's or retailer's cost of doing 
business. 

The classification of advertising programs with regard to national 
and cooperative are defined more fully hereafter. National adver
tising hicludes those types of advertising used by the divisions to 
create general consumer demand for the product, and is intended to 
hifluence the general public as well as specific groups of people. 
National advertising also includes those types of advertising which 
from their very nature cannot be purchased locahy by dealers, such 
as advertising in national magazines. Cooperative advertising 
applies to all expenditures for local advertising, identifjdng the local 
dealers with the product. Local advertising hicludes those types of 
advertising which could be carried on by dealers independently of 
General Motors Sales Corporation, such as local newspapers and 
billboard advertising. 

Reason for establishing cooperative advertising funds.—The corpora
tion officials stated that there were tlnee important reasons for estab
lishing the dealer cooperative advertising funds: 

1, Prior to the establishment of this plan, some dealers were advertising more 
or less consistently, while other dealers adjacent to them, even in the same city, 
were doing practically 110 advertising at all. This resulted in an inequitable 
situation as between the dealers, and a very spotty local advertising effort. 
Further, due to the high cost of advertising space in large cities, no individual 
dealer or group of dealers in such cities could afford to stand the full cost of 
adequate local advertising in their respective cities, A study and an analysis 
of the situation and various methods of handling local dealer advertising were 
made, which were discussed with groups of dealers, after which it was decided 
to establish a dealer cooperative advertising plan, so that all dealers could join 
in a local advertising program on a fair and equitable basis. 

2, A properly constructed and weU directed local advertising progi-am is of 
far more value and benefit to dealers than the scattered and inadequate efforts 
of individual dealers. Also under such a plan the local advertising programs of 
the dealers benefit by being tied in with the divisions' national advertising pro-
granis which are intended to create general consumer demand, thereby stimulating 
further the interest of buyers and directing them more specificaUy to the local 
dealer's place of business. 

3, A third objective of the dealer cooperative advertising plan was to .secure 
for dealers the advantage of better local advertising at a lower cost than they 
themselves could obtain locally. 

Contribution to advertising fund.—The dealer cooperative advertising 
fund for local advertising is made up of contributions from the dealers 
and from the divisions on the basis of definite amounts per new car 
or per new truck sold to tbe dealers by the divisions. The amounts 
of the dealer contribution per car or truck and the amounts of the 
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divisions' contribution per "car or truck, are specified in the dealers' 
selling agreements, and are as follows: 

Chevrolet 
Pontiac: 

6-oylinder 
8-cylinder, 

Oldsmobile: 
6-cyIinder 
3-cylinder 

Buick: 
40 Series.. 
others 

Cadillac: 
La Salle... 
Cadillac.. 

Division con
tribution 
per car 

$2.50 

3. 75 
6.00 

3.75 
6. 00 

4.00 
6. OO 

8. .50 
11,60 

The division is under obligation to use dealer's contribution only 
for local advertising in the dealer's own territory, and to identify the 
dealer (or dealers in case of a metropolitan area) with the program; 
and where i t is not practical to list the names of all the dealers in the 
case of a metropolitan area, a smtable dealer reference is used such as 
"See your local Chevrolet dealer." 

Administration of advertising fund.—The total cooperative fimd is 
considered as being in the nature of a trust fund, and is administered 
by the car divisions of General Motors. The portion of the fund 
contributed by General Motors was used for advertising purposes for 
the dealers in accordance wdth the decisions of the divisions. The 
divisions maintained the dealer portion of the cooperative advertising 
fund separate from the di-visions portion in their accoimting, and a 
separate ledger account was maintained for each mdividual dealer. 
I t was stated that the di-visions will provide the dealer with a state
ment of his cooperative advertising account at any time upon request. 

If there is a credit balance in the dealer's accomit at the end of the 
calendar year, this credit balance is carried forward to a new ledger 
sheet for the new year. If the dealer's account shows a debit balance 
at the end of the calendar year, this balance is not carried forward to 
the ledger sheet for the new year. Hence, his advertising program 
for the new year is not curtailed by the reason of having a deficit to 
his accoimt. The debit balance, however, is cfirried in a memoran
dum record so that a complete history on behalf of each dealer's 
accoimt is kept in permanent form, to be used in the event of fhial 
settlement. Any balance remainhig imspeut upon termination of the 
dealer's selling agreement is returned to the dealer by the di-\dsions. 
Refunds of this nature were made in the past 4 years in the following: 
amounts: neater refunds 

1934 $21,042 
1935 40,406 
1936 65, 453 
1937 78, 265 

The amount of refunds in any year were very insignificant in com
parison to the total paid in by the dealers and represented less than 1 
percent of the yearly contributions. In any event the sums con
tributed by the dealer were, in most cases, undoubtedly passed on to 



REPORT ON MOTOR VEHICLE INDUSTRY 541 
the consumer and the refunds, although insignificant, were just so 
much more income to the dealers. 

Cooperative advertising.—At the beginning of each year, a question
naire is sent to each dealer, asking him how he would like to have 
his cooperative advertising money spent; that is, the proportion 
hetween newspapers, outdoor, screen advertising, etc. The dealer 
may also specify the name of the newspaper in which he desires to 
advertise. These questionnaires are filed with the dealer's account 
cards and when expenditures are made for advertising, the officials 
stated that all i^ossible consideration is given to the dealer's 
preferences. 

At certain times, the expenditures from the dealer cooperative 
advertising fund have exceeded the amounts collected. When such a 
condition arose, the shortage was advanced by the di-visions. There 
have also been times when sales were low and the money in the coop
erative advertising fund v.'-as not sufficient to adequately advertise. 
In such instances where overexpenditures were made, and there was 
no prospect of dealers' purchases of cars providing sufficient contribu
tions to bring the accounts into balance wdthin a reasonable time, the 
deficits have been taken care of by adrhtional contributions by Gen
eral Motors. There follows hereafter a statement showhig the con
tributions, both regular and additional, by the di-idsions and by the 
dealers diu-ing the years 1934 to 1938, inclusive. 

Di \ isions, 
regular, per 

car 
Divisions, 
additional 

Divisions, 
total 

Dealer con
tribution, net, 
after refunds 

1934 $2.927,20S 
4, 277, 832 
5,301,849 
5, 582,432 
3,016,907 

$1,130,392 $4,057, 000 
4, 277, 832 
6,916,849 
6,532,432 
3, 716, 907 

$6, .539,347 
9,403,163 

11,600,135 
12, 070, 822 
6, 843, 083 

1035 
$2.927,20S 
4, 277, 832 
5,301,849 
5, 582,432 
3,016,907 

$1,130,392 $4,057, 000 
4, 277, 832 
6,916,849 
6,532,432 
3, 716, 907 

$6, .539,347 
9,403,163 

11,600,135 
12, 070, 822 
6, 843, 083 

1936 . 

$2.927,20S 
4, 277, 832 
5,301,849 
5, 582,432 
3,016,907 

016, 000 

$4,057, 000 
4, 277, 832 
6,916,849 
6,532,432 
3, 716, 907 

$6, .539,347 
9,403,163 

11,600,135 
12, 070, 822 
6, 843, 083 

1937 

$2.927,20S 
4, 277, 832 
5,301,849 
5, 582,432 
3,016,907 

016, 000 

$4,057, 000 
4, 277, 832 
6,916,849 
6,532,432 
3, 716, 907 

$6, .539,347 
9,403,163 

11,600,135 
12, 070, 822 
6, 843, 083 1938 (estimate) . . . . . 

$2.927,20S 
4, 277, 832 
5,301,849 
5, 582,432 
3,016,907 700,000 

$4,057, 000 
4, 277, 832 
6,916,849 
6,532,432 
3, 716, 907 

$6, .539,347 
9,403,163 

11,600,135 
12, 070, 822 
6, 843, 083 

SECTION 12. EXECUTIVE AND EMPLOYEE PBOFIT-SHARING PLANS, 
EMPLOYEE INVESTMENT AND INSURANCE PLANS AND OFFICERS' 
SALARIES AND EXTRA COMPENSATION 

Introduction.-—Early in 1918 the General Motors Corporation 
adopted its first bonus plan. This plan and subsequent ones pro-vided 
for distribution of stock of the corporation as a bonus to certain classes 
of employees. The purpose of the plan as described in the 1918 
annual report was "a reward to its employees, including employees 
of subsidiary companies, who have contributed to its success in a 
special degree, by their inventions, abhity, industry, loyalty, or 
exceptional service. I t is hoped thereby, not only to compensate 
ser-̂ dces rendered, but also to encourage further efforts by making its 
employees partners in the corporation's prosperity." 

Subsequent to the 1918 plan, other cooperative plans have been 
adopted from time to time. Durmg the period from January 1, 1927, 
to December 31, 1937, four general plans were operated. These 
were: 

1. Ma.nagement plan. 
2. Employee bonus. 
3. Employees savings and hivestment plan, 
4. Group-insurance plan. 
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Under the management and employees bonus plan adopted in 1918, 
the amount which may be distributed each year was determined by 
taking 10 percent of the net earnings of the corporation after deducting 
from the net earnings an amount equal to 6 percent of the capital em
ployed. The amount distributed as bonuses in any one year was not 
to exceed the amount paid out as dividends in that year. 

Eft'ective for the j'ear 1922, the 1918 plaji was superseded by a new 
plan. The new plan provided for the establishment of a bonus fund 
which was credited with an amount not in excess of 10 percent of the 
net earnings of the corporation after deducting 7 percent of the capital 
emploj'ed but not in excess of the amount of dividends paid during 
the year. 

Originally tlie funds were invested in General Motors Corporation 
common stock ancl the shares were awarded by the finance committee. 
I n 1923 the Managers Securities Co. was organized and succeeded bj^ 
General Motors Management Corporation as of January 1, 1930. 
Since 1923, one-half of 10 percent of net profits was set aside for the 
employee bonus and one-half paid to or credited to the Managers 
Securities Co. and the Management Corporation. From 1930 to 1933, 
inclusive, the employee bonus fund was invested in class A stock of 
the Management Corporation, and the stock so acquired was distrib
uted to the employees. Beginning with the year 1933 the subscription 
to the class A stock of the Management Corporation was discontinued, 
and the fimds available for employee bonus were distributed in the 
form of General Motors common stock. 

The General Motors Management Corporation completed its con
templated objective on March 15, 1937, and payments to i t were 
terminated by limitation on December 31, 1936. For the year 1937 
and thereafter, or until terminated, the entire bonus-fund provision 
will be distributed in accordance with the employee-bonus plan and 
in the General Motors common stock. 

Management bonus.—Under date of November 26, 1923, the stock
holders of General Motors approved a plan of management bonus to 
be operated through a contract -with Managers Securities Co., organ
ized for this purpose. The contractual relations between the Securi
ties Co. and General Motors Corporation terminated at the end of the 
year 1930. 

The Management Plan of 1923, provided that the corporation would 
sell to the Securities Corporation 2,250,000 shares of its common stock. 
The annual report of 1923 states: 

The corporation had to call upon E. I . du Pont de T\emours & Co., under its 
agreement, to supply the equivalent of practically all of the 2,250,000 shares of 
common stock of General Motors Corporation required. 

By the terms of the contract previously referred to. General Motors 
Corporation agreed to pay to Managers Securities Co. an amount 
equal to one-half of 10 percent of its net profits after deducting 7 
percent on the capital employed. 

The plan was continued in 1930, through the organization of the 
General Motors Management Corporation and the purchase from 
General Motors of 1,375,000 shares of its commion stock at $40 per 
share. The latter price i-ei^resented the approximate market price at 
time of sale. The corporation had acquired this stock in the open 
market at a,n average price of $33 per share. I n seUing this stock to 
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the Management Corporation at $40 per share a profit of $9,482,860 
was recorded. 

The total purchase price of the 1,375,000 shares was $55,000,000 
and paid for by cash in the amount of $5,000,000 and by Management 
Corporation 7-year 6-percent serial bonds in the am.ount of $50,000,000. 
The same arrangement for payments by the corporation applied as 
described with regard to the first contract plan. 

The Management Corporation issued 50,000 shares of common 
stock, of which 38,880 shares were subscribed to by a.pproximately 
250 General Motors executives. The balance of the Management 
Corporation common stock was subscribed for by General Motors as 
additional participation if and when needed. The incomie paid' to the 
Management Coiporation under the contract, after making provision 
for income taxes, accrued exclusively to the benefit of the common 
stock. The income was capitalized and paid to the common-stock 
holders as a dividend in class B stock, and there was allocated to the 
class B stock as many shares of General Motors common stock at the 
price specified by the directors, so that each share of the class B stock 
outstanding had allocated to i t a share of General Motors common 
stock. 

Certain changes in the plan were authorized by the directors and 
approved by the stockholders on September 27, 1934. Originally the 
plan provided for payment of interest on the bonds at the rate of 6 
peicent per annmn. The plan as modified; (1) For a retroactive 
adjustment of the interest rate from 6 to 5 percent from the inception 
of the plan to March 15, 1934, with the provision that subsequent to 
that date, the interest rate was 6 percent cumulative but not in excess 
of the amount of dividends received by the Management Corporation 
on the General Motors common stock held against its remaining in
debtedness; (2) for the retirement of indebtedness each year in the 
amount of contract earnings after deducting taxes apphcable thereto; 
and (3) for the retirement of the outstanding indebtedness on March 
15, 1937, either by the delivery of General Motors common stock at 
$40 per share or by payment of one-half of such indebtedness by 
delivery of General Motors common stock at $40 per share and by 
the concurrent payment of the balance in cash. 

The 1930 management plan was terminated on March 15, 1937, 
and all indebtedness of the Management Corporation was liquidated 
over the period by the payment of $38,276,080 in cash and tiirough 
the deliver.y of 293,098 shares of General Motors common. That all 
of the 1,37.5,000 shares were not paid for, was caused by the fact that 
that plan was in operation during the period that coincided with the 
world economic depression. 

The main purpose of the management plan, as stated in the 1928 
annual report, was— 
enabling the more important executives of the corporation to acquire a substan
tial interest in the corporation's common stock. I t is essential in developing a 
personnel of the degree of ability required to cope with the corporation's tre
mendous operating and financial problems that the more important executives 
should be placed in a position from the standpoint of financial reward comparable 
to what they would occupy were they conducting a business on their own indi
vidual account. In no other way, it is believed, can the corporation attract to 
its organization the tj'pe of executive absolutely essential to its continued success. 
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The management pla.ns contained provisions for flexibility in par
ticipations through an annual review of the General Motors Manage
ment stock holdings by the fhiance coinmittee of General Motors 
Corporation. Eeductions in the allotments of the Management stock 
could be made, because each of the common-stock holders granted to 
General Motors Corporation an irrevocable option to jmrchase all or 
any part of the common or class B holdings, up to April 1, 1936, upon 
notice given between February 1 and April 1, in any year, at the net 

||> . asset value thereof as shown on the books of the Management Cor-
poration as of March 31, in said year. 

Employee bonus plans.—The General Motors bonus plan was estab
lished in 1918. At the beginning of the plan, aU salaried employees 
of the corporation who had been with the corporation for the full year 
were eligible to participate. Subsequently, the eligibility was con
fined to those receiving $5,000 a year or more. This limitation v,̂ as 
later reduced to $4,200 a year. Beginning with the 1936 bonus dis
tribution, the salary requirement was reduced and the group eligible 
for bonus consideration now consists of all those who receive salaries 
at the rate of $2,400 a year or more. 

Bonus awards are made by the bonus and salary committee of the 
board of directors and are based on recommendations made by the 
chairman of the board. The actions of the bonus and salary com
mittee are submitted to the board of directors for review and final 
approval. Awards to employees recei-ving less than $4,200 are deliv
ered in total. The bonus beneficiaries receiving salaries at the rate of 
$4,200 or more, one-fourth of the award is delivered immediately after 
notification and the balance in three equal annual installments, pro
vided the beneficiary remains in the service of the corporation. If 
the beneficiary leaves the service of the corporation of his own free 
whl or is disnussed because of unsatisfactory service, the balance of 
the award unpaid then reverts to the bonus fund. Should a bene
ficiary be dismissed from the service of the corporation for no fault of 
his o-wn, he may continue a beneficiary under the bonus plan wdth 
regard to unmatured bonus awards to such an extent as the executive 
committee may determine. 

As_ previously stated all salaried employees earning more than a 
certain salary were eligible for the bonus. The fact that an executive 
participated in the Management Corporation bonus did not prevent 
him from sharing in the employee bonus plan. The rights of every 
executive eligible under the bonus plan were maintained whether or 
not they participate in the General Motors Management Corporation. 
During 1936 there were 135 members of the bonus group who partici
pated in the bonus fund through the management plan who also re
ceived additional supplementary compensation in the form of bonus 
awards. 

The chairman of the board did not participate in the 1937 bonus 
distribution. 

The payments made by the corporation to the bonus a.nd manage
ment funds, together wdth the number of salaried employees partici
pating, from the inception of the plans to and including the year 1937 
are summarized in the next tabulation. 
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TABLE 42,—General Motors Corporation—Bonus and number of salaried employees 

participating, 1918-37 

Year 

Bonus plan Management plan 

To ta l pro
vision Year 

Number ol 
awards A m o u n t 

Number 
partici
pating 

Amoun t 

To ta l pro
vision 

1918 2,279 
0, 453 
6, 578 

$3.335,000 
3,025,940 
1,483, 658 

S3, 335, OOO 
8, 026, 940 
1, 488, 558 

1919 . . . . . 
2,279 
0, 453 
6, 578 

$3.335,000 
3,025,940 
1,483, 658 

S3, 335, OOO 
8, 026, 940 
1, 488, 558 H120 

2,279 
0, 453 
6, 578 

$3.335,000 
3,025,940 
1,483, 658 

S3, 335, OOO 
8, 026, 940 
1, 488, 558 

1921 > 

2,279 
0, 453 
6, 578 

$3.335,000 
3,025,940 
1,483, 658 

S3, 335, OOO 
8, 026, 940 
1, 488, 558 

550 
047 
670 
947 

1,514 
2,007 
2, 504 
2, 839 
1,933 
3, 377 

1.341.997 
1, 902. 591 

779. 800 
3, 969, 227 
8, 522, 322 

11, 608, 343 
13,910,034 
12,640, 749 
4.492,091 
2, 4,50, 993 

1,341,997 
3, 732,614 
1,925,805 
8,602, 702 

16, ,548,198 
20, 976,143 
24,817, !89 
20, 363,071 
9, 870, 558 
3, 965, 688 

1923 
550 
047 
670 
947 

1,514 
2,007 
2, 504 
2, 839 
1,933 
3, 377 

1.341.997 
1, 902. 591 

779. 800 
3, 969, 227 
8, 522, 322 

11, 608, 343 
13,910,034 
12,640, 749 
4.492,091 
2, 4,50, 993 

73 
79 
79 
79 
70 
72 
64 

249 
246 

$1,820, 023 
1,140,006 
4,633, 535 
8, 025, S76 
9, 407, SOO 

10, 907,155 
7, 722, 922 
5, 378, 467 
1, 514, 696 

1,341,997 
3, 732,614 
1,925,805 
8,602, 702 

16, ,548,198 
20, 976,143 
24,817, !89 
20, 363,071 
9, 870, 558 
3, 965, 688 

1924 

550 
047 
670 
947 

1,514 
2,007 
2, 504 
2, 839 
1,933 
3, 377 

1.341.997 
1, 902. 591 

779. 800 
3, 969, 227 
8, 522, 322 

11, 608, 343 
13,910,034 
12,640, 749 
4.492,091 
2, 4,50, 993 

73 
79 
79 
79 
70 
72 
64 

249 
246 

$1,820, 023 
1,140,006 
4,633, 535 
8, 025, S76 
9, 407, SOO 

10, 907,155 
7, 722, 922 
5, 378, 467 
1, 514, 696 

1,341,997 
3, 732,614 
1,925,805 
8,602, 702 

16, ,548,198 
20, 976,143 
24,817, !89 
20, 363,071 
9, 870, 558 
3, 965, 688 

1925 

550 
047 
670 
947 

1,514 
2,007 
2, 504 
2, 839 
1,933 
3, 377 

1.341.997 
1, 902. 591 

779. 800 
3, 969, 227 
8, 522, 322 

11, 608, 343 
13,910,034 
12,640, 749 
4.492,091 
2, 4,50, 993 

73 
79 
79 
79 
70 
72 
64 

249 
246 

$1,820, 023 
1,140,006 
4,633, 535 
8, 025, S76 
9, 407, SOO 

10, 907,155 
7, 722, 922 
5, 378, 467 
1, 514, 696 

1,341,997 
3, 732,614 
1,925,805 
8,602, 702 

16, ,548,198 
20, 976,143 
24,817, !89 
20, 363,071 
9, 870, 558 
3, 965, 688 

1926 

550 
047 
670 
947 

1,514 
2,007 
2, 504 
2, 839 
1,933 
3, 377 

1.341.997 
1, 902. 591 

779. 800 
3, 969, 227 
8, 522, 322 

11, 608, 343 
13,910,034 
12,640, 749 
4.492,091 
2, 4,50, 993 

73 
79 
79 
79 
70 
72 
64 

249 
246 

$1,820, 023 
1,140,006 
4,633, 535 
8, 025, S76 
9, 407, SOO 

10, 907,155 
7, 722, 922 
5, 378, 467 
1, 514, 696 

1,341,997 
3, 732,614 
1,925,805 
8,602, 702 

16, ,548,198 
20, 976,143 
24,817, !89 
20, 363,071 
9, 870, 558 
3, 965, 688 

1927 . . . 

550 
047 
670 
947 

1,514 
2,007 
2, 504 
2, 839 
1,933 
3, 377 

1.341.997 
1, 902. 591 

779. 800 
3, 969, 227 
8, 522, 322 

11, 608, 343 
13,910,034 
12,640, 749 
4.492,091 
2, 4,50, 993 

73 
79 
79 
79 
70 
72 
64 

249 
246 

$1,820, 023 
1,140,006 
4,633, 535 
8, 025, S76 
9, 407, SOO 

10, 907,155 
7, 722, 922 
5, 378, 467 
1, 514, 696 

1,341,997 
3, 732,614 
1,925,805 
8,602, 702 

16, ,548,198 
20, 976,143 
24,817, !89 
20, 363,071 
9, 870, 558 
3, 965, 688 

1928 

550 
047 
670 
947 

1,514 
2,007 
2, 504 
2, 839 
1,933 
3, 377 

1.341.997 
1, 902. 591 

779. 800 
3, 969, 227 
8, 522, 322 

11, 608, 343 
13,910,034 
12,640, 749 
4.492,091 
2, 4,50, 993 

73 
79 
79 
79 
70 
72 
64 

249 
246 

$1,820, 023 
1,140,006 
4,633, 535 
8, 025, S76 
9, 407, SOO 

10, 907,155 
7, 722, 922 
5, 378, 467 
1, 514, 696 

1,341,997 
3, 732,614 
1,925,805 
8,602, 702 

16, ,548,198 
20, 976,143 
24,817, !89 
20, 363,071 
9, 870, 558 
3, 965, 688 

1929 . . 

550 
047 
670 
947 

1,514 
2,007 
2, 504 
2, 839 
1,933 
3, 377 

1.341.997 
1, 902. 591 

779. 800 
3, 969, 227 
8, 522, 322 

11, 608, 343 
13,910,034 
12,640, 749 
4.492,091 
2, 4,50, 993 

73 
79 
79 
79 
70 
72 
64 

249 
246 

$1,820, 023 
1,140,006 
4,633, 535 
8, 025, S76 
9, 407, SOO 

10, 907,155 
7, 722, 922 
5, 378, 467 
1, 514, 696 

1,341,997 
3, 732,614 
1,925,805 
8,602, 702 

16, ,548,198 
20, 976,143 
24,817, !89 
20, 363,071 
9, 870, 558 
3, 965, 688 

1930.. 

550 
047 
670 
947 

1,514 
2,007 
2, 504 
2, 839 
1,933 
3, 377 

1.341.997 
1, 902. 591 

779. 800 
3, 969, 227 
8, 522, 322 

11, 608, 343 
13,910,034 
12,640, 749 
4.492,091 
2, 4,50, 993 

73 
79 
79 
79 
70 
72 
64 

249 
246 

$1,820, 023 
1,140,006 
4,633, 535 
8, 025, S76 
9, 407, SOO 

10, 907,155 
7, 722, 922 
5, 378, 467 
1, 514, 696 

1,341,997 
3, 732,614 
1,925,805 
8,602, 702 

16, ,548,198 
20, 976,143 
24,817, !89 
20, 363,071 
9, 870, 558 
3, 965, 688 1931 . 

550 
047 
670 
947 

1,514 
2,007 
2, 504 
2, 839 
1,933 
3, 377 

1.341.997 
1, 902. 591 

779. 800 
3, 969, 227 
8, 522, 322 

11, 608, 343 
13,910,034 
12,640, 749 
4.492,091 
2, 4,50, 993 

73 
79 
79 
79 
70 
72 
64 

249 
246 

$1,820, 023 
1,140,006 
4,633, 535 
8, 025, S76 
9, 407, SOO 

10, 907,155 
7, 722, 922 
5, 378, 467 
1, 514, 696 

1,341,997 
3, 732,614 
1,925,805 
8,602, 702 

16, ,548,198 
20, 976,143 
24,817, !89 
20, 363,071 
9, 870, 558 
3, 965, 688 

1932 1 . . . 

550 
047 
670 
947 

1,514 
2,007 
2, 504 
2, 839 
1,933 
3, 377 

1.341.997 
1, 902. 591 

779. 800 
3, 969, 227 
8, 522, 322 

11, 608, 343 
13,910,034 
12,640, 749 
4.492,091 
2, 4,50, 993 

73 
79 
79 
79 
70 
72 
64 

249 
246 

$1,820, 023 
1,140,006 
4,633, 535 
8, 025, S76 
9, 407, SOO 

10, 907,155 
7, 722, 922 
5, 378, 467 
1, 514, 696 

1,341,997 
3, 732,614 
1,925,805 
8,602, 702 

16, ,548,198 
20, 976,143 
24,817, !89 
20, 363,071 
9, 870, 558 
3, 965, 688 

1933 . 1,234 
1,563 
2,391 
9,588 

10,191 

1, 720, 963 
2, 740, 833 
7, 957, 343 

10,132, 618 
9,182,571 

232 
196 
188 
176 

1,01,5, 058 
I,-234,622 
3, 764, 443 
6, 674,432 

2, 736, Oi l 
3.975.465 

11,721,786 
15, 707; 05O 
9,182.571 

1934 
1,234 
1,563 
2,391 
9,588 

10,191 

1, 720, 963 
2, 740, 833 
7, 957, 343 

10,132, 618 
9,182,571 

232 
196 
188 
176 

1,01,5, 058 
I,-234,622 
3, 764, 443 
6, 674,432 

2, 736, Oi l 
3.975.465 

11,721,786 
15, 707; 05O 
9,182.571 

1935 

1,234 
1,563 
2,391 
9,588 

10,191 

1, 720, 963 
2, 740, 833 
7, 957, 343 

10,132, 618 
9,182,571 

232 
196 
188 
176 

1,01,5, 058 
I,-234,622 
3, 764, 443 
6, 674,432 

2, 736, Oi l 
3.975.465 

11,721,786 
15, 707; 05O 
9,182.571 

1930 . . . 

1,234 
1,563 
2,391 
9,588 

10,191 

1, 720, 963 
2, 740, 833 
7, 957, 343 

10,132, 618 
9,182,571 

232 
196 
188 
176 

1,01,5, 058 
I,-234,622 
3, 764, 443 
6, 674,432 

2, 736, Oi l 
3.975.465 

11,721,786 
15, 707; 05O 
9,182.571 1937 

1,234 
1,563 
2,391 
9,588 

10,191 

1, 720, 963 
2, 740, 833 
7, 957, 343 

10,132, 618 
9,182,571 

232 
196 
188 
176 

1,01,5, 058 
I,-234,622 
3, 764, 443 
6, 674,432 

2, 736, Oi l 
3.975.465 

11,721,786 
15, 707; 05O 
9,182.571 

To ta l 

1,234 
1,563 
2,391 
9,588 

10,191 

1, 720, 963 
2, 740, 833 
7, 957, 343 

10,132, 618 
9,182,571 

2, 736, Oi l 
3.975.465 

11,721,786 
15, 707; 05O 
9,182.571 

To ta l 106, 221, 903 62, 145,033 168, 360,996 106, 221, 903 62, 145,033 168, 360,996 

1 No earnings available for bonus. 

Annual pay rolls and nnimber of employees.—The number of em
ployees of the corporation during each of the years from 1917 to and 
including 1937, and the annual total pay rolls is presented by the 
next tabulation. The pay rolls for 1921 and subsequent \̂ ears include 
salaries and wages. Neither the number of employees nor the pay 
rolls include certain subsidiary companies such as Adam Opel A. G., 
Vauxhall Motors, Ltd., Yellow Truck & Coach Co., and Fisher Bodj^ 
Corporation, prior to acquisition of the minority interest as of June 
30, 1926, 

The appreciation-fund distribution included in the pay rolls for 
1935 and 1936 represented a special bonus paid to those employees 
who did not participate in the other bonus and management plans. 
The 1935 fund was distributed to those who were in the employ of 
the corporation on July 1, 1935, and who had been on the pa.y roll 
for 1 year and earning less than $4,200 per annum. Each employee 
received a flat sum of $25. The 1936 fund carried sinular provisions 
except the awards were graduated according to the rates of earnings. 
The basis of award follows: 

Hourly vrage employees Salary employees Amount 
of award 

Less than 60 cents per hour. 
00 cents lo 69 cents per hour 
70 to 79 cents per hour 
80 to 89 cents per hour 
90 to 99 cents per hour 
$1 and more per hour 

Less than $24 per -week. 
$24 to .$27.99 per •week.. 
828 to 131.99 per week.. 
$32 to $36.99 per week.. 
8,36 t(i $39.99 per week.. 
$40 and more per -week. 

$35 
40 
45 
50 
65 
60 

In the, case of employees paid upon the basis of piece work, group piece work, or group bonus, the hoiu^ly 
earnings projected by the time study will apply. 
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General Motors Corporation-—Summary of number of employees and annual pay rolls 

Year 

1918. 
1919. 
1920. 
1921. 
1922. 
1923. 
1924. 
1925. 
1926, 
1927. 

Number of 
employees 

49,118 
85,930 

' 80,612 
45,965 
6,5.345 
91,265 
73,642 
83, 278 

3 129, ,538 
175, 666 

Total annual 
pay roll 

$52, 500, 000 
104, 380, 000 

66, 020,481 
95,128,435 
138, 290, 734 
no, 478, 000 
130,747, 178 
220, 913, ,568 
302, 904,988 

Yearly 
average 
per em
ployee 

$1,069 
1,214 

1,436 
1,466 
1,515 
1,500 
1,642 
1,705 
1,724 

Year 

1928. 
1929. 
1930. 
1931-
1932. 
1933. 
1934. 
1936. 
1936. 
1937. 

Number of 
employees 

208,981 
233, 286 
172, 938 
157, 686 
116,152 
137, 764 
191,1,57 
211,712 
230, 572 
261, 977 

Total annual 
pay roll 

$366, 
389, 
279, 
236, 
143, 
171, 
263, 

* 327, 
* 384, 

400, 

352, 304 
517, 783 
410,144 
520, 474 
255, 070 
184,315 
204,225 
677, 624 
153, 022 
461, 744 

Yearly 
average 
per em
ployee 

$1,748 
1,670 
1,616 
1, 368 
1,2.33 
1,243 
1,377 
1, 648 
1, 066 
1,768 

J Beginning with 1920 figures in this column are averages for the year. 
* Not available. 
5 Average for 1926 does not include Fisher Body prior to June 30. 
* Includes appreciation fund distributions of $4,647,025 in 1935 and $9,165,554 in 1936. 

Employees savings and investment plan.—This plan inaugurated in 
1919 and suspended as of December 31, 1935. The annual report for 
1936 states that the plan was discontinued "because of uncertainty 
concerning legal rqeuirements under the Social Security Act and the 
Securities Act of 1933." No class was formed in 1936, but the rights of 
employees with respect to payments which had been made by them 
into the sa-nngs fund prior to January 1, 1936, were in no way affected 
by the discontinuance. 

Originally the plan provided that any of the employees were per
mitted to deposit a certain percent of their wages not to exceed $300 
in any one year. Beginning -ivith 1933 the plan was amended to 
allow only those employees receiving less than $4,500 to deposit. 
The minimum salary for employees eligible to deposit was reduced 
to $4,200 for the year 1935. To every dollar deposited, the corpora
tion added a contribution through the investment fund. The cor
poration allowed interest on the employees' deposits. The total of 
the deposits, interest, and contribution were paid to the employees at 
the end of each 5-year plan. 

Under the 1919, 1920, and 1921 plan the corporation guaranteed to 
the employees depositing in the savings fmid an amount equal to 
100 percent of the employees' deposits. During that time forfeitures 
on accomit of -withdrawals did not revert to the corporation but 
remained in the investment fund. Beginning with the 1922 class and 
up to a.nrl including the class of 1930, the plan pro^dded that forfeitures 
in the investment fund reverted to the corporation and it guaranteed 
that the investment fund at maturity should equal an amount equiva
lent to 50 percent of sa-ving-fund deposits. Starting with the class of 
1931 the guaranty was -withdra-wTi. However, the reversion to the 
corporation on account of -withdrawals remained in effect. An excep
tion was made to the forfeiture in that the employees' savings could 
be applied to the purchase or building of homes wdthout losing any 
benefits of plan. 
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The various changes in the plans are outhned hereafter. 
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Date ot changes 
Percent of 

salary which 
could be 
deposited 

Contribu
tion by cor
poration to 
investment 
fund (per
cent of em

ployees' 
deposit) 

Rate of 
semiannual 

interest 
paid on the 

deposit 

1919 10 100 
60 

6 
1923 

10 100 
60 

6 

1920 . . . . 20 
0) 

10 

100 
60 

1930. 
20 

0) 
10 

(') 
(.') 

25 
35 

(') 

(') 
m 

5 

1932 

20 
0) 

10 

(') 
(.') 

25 
35 

(') 

(') 
m 

5 

1933 3. 

20 
0) 

10 

(') 
(.') 

25 
35 

(') 

(') 
m 

5 
1934 

20 
0) 

10 

(') 
(.') 

25 
35 

(') 

(') 
m 

5 1935 . (') 

(') 
(.') 

25 
35 

(') m (') 

(') 
(.') 

25 
35 

(') m 
I Guaranty witlidrawn. 
' Operations of plan suspended. 

3 Operations of plan resumed, 
' Operations ol plan again suspended. 

Group-insurance plan.—A plan to provide the employees of the 
corporation with life insurance was inaugurated in 1926 and amended 
in 1928 to include accident ancl health insurance. The group-insurance 
plan is available to all employees of the corporation after 3 months' 
ser-vice. The plan is cooperative, the direct cost being shared equaUy 
by the corporation and the employees, but the corporation bears the 
entire expense of administering the plan. In March 1937 disabhity 
benefits were mcreased 40 percent with no additional cost to the 
employees, the entire additional cost being borne by the corporation. 
At the end of 1937 over 99 percent of the employees were participating. 

Officers' compensation.—The compensation paid to General Motors 
executives consists of a fixed salary and a plan of participation in the 
profits of the business. Based on the 7-year period, from 1930 
thi-ough 1936, the maxhnum and minimum annual salary, profit 
participation and total compensation of each of the thi-ee highest-
paid officers are now presented. 

The lugliest-paid executive received a maximum salary of $150,000 
per year, and a minimum of $ 112,500. The participation in profits by 
this officer was a maximum of $411,161 in 1936, and in 1932 the 
earnings did not permit of a profit participation. The secoiid-highest-
paid executive received a maximum sum of $120,000, and a minimum 
salary of $76,666. The maximum participation, by tins officer, in 
profits was $387,450 in 1936, and profits did not pernnt of a participa
tion in 1932. The tliird-liighest-paid executive received a ma.ximum 
salary of $120,000, and a minimum of $90,000. This officer's maximum 
participation in profits amounted to $258,615 in 1936, and profits in 
1932 did not permit of a participation. After 1936, the chairman of 
the board was, at his own request, excluded from fm-ther participation 
in the profits. 

Tbe next tabulation shows the number of executives in various 
salary groups, receiving salaries of $10,000 or more per amium, as of 
December 31, 9137: 
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Number 
of execu-

Amount of salary tives 

$100,000 and over (none over $200,000) 7 
$75,000 to $99,999 9 
$50,000 to $74,999 7 
$30,000 to $49,999 13 
$20,000 to $29,999 . 47 
$10,000 to $19,999 263 

Total 346 

The number of executives receiving a profit participation of $10,000 
or more, in 1937 (distributable in the form of General Motors common 
stock, at a cost to the corporation of $34.61 per share) is shown by the 
next tabulation. 

Number 
of execu-

Amount of profit -participation tives 

$100,000 and over (none over $167,000) 6 
$75,000 to $99,999 • 7 
$.'50,000 to ,$74,999 7 
$30,000 to $49,999 13 
$20,000 to $29,999 19 
$10,000 to $19,999 64 

Total 116 



CHAPTER XIII. CHRYSLER CORPORATION 
» 

SECTION 1, HISTORY OF ORGANIZATION AND DESCRIPTION OF OEGANI-
z.^iTioN IN E F F E C T AS OF D E C E M B E R 31, 1937 

Introduction.—In August 1920 Walter P. Chrysler was requested by 
a banking group to undertake a reorganization of the bankrupt 
Max^vell Motor Co., Inc. A t that time Maxwell Motor Co., Inc., had 
debts of $25,000,000, an inventory of 26,000 unsold new cars, a lease 
on the properties of the Chalmers Motor Corporation, and a disrupted 
dealer orga.nization of some 50 discouraged distributors, 

A reorganization committee of Maxwell Motor Co., Inc., was 
formed and the committee purchased the manufacturing facilities of 
the Maxwell Co. at public auction and reorganized the business 
through a successor corporation named Maxwell Motor Corporation, 
•organized in 1921. Walter P. Chrj^sler was elected chairman of the 
board of the new corporation. The new corporation assumed the 
obligations of its predecessor and the bankers, although hea-yily 
involved financially, agreed to make available additional funds in the 
sum of $15,000,000. 

The new corporation was successful under the new management 
and Max-well Motor Corporation reported earnings of $831,662 in 
1922, $2,677,853 in 1923, and $4,115,540 in 1924. I n 1923 Walter P. 
Chrysler was made president as well as chairman of the board. 

During the preceding specified years the Maxwell plants were mod
ernized and new equipment was installed. The notes payable were 
converted into term notes, the corporation's debts were paid, inven
tories were liquidated, and cash reserves of some $5,000,000 were 
accumulated. I n August 1923 the properties of Chalmers Motor 
Corporation, previously held under lease, were acquired by outright 
purchase. 

During the year 1922 the successor corporation sold 50,000 Maxwell 
cars and 6,052 Chalmers cars. The following year i t sold 59,733 
Ma.xwell cars, and 9,323 Chalmers cars. During this period Walter 
P. Chrysler was assisting in the development of a lugh-compression 
motor, with a view to introduchig a new car which would provide the 
users with improved motor veliicles. 

During the development period of the high-compression motor, 
Chrysler first met Fred M , Zeder, Owen Skelton, and Carl Breer. 
Zeder was a graduate of the Universitj^ of Michigan and was employed 
at one time by the Studebaker Corporation. Breer was a graduate of 
Leland Stanford Junior University and had served an apprenticeship 
with Allis-Chalmei's. Skelton was a graduate of the engineering 
school of Ohio State University, and had been employed by Packard 
in the designing rooms where he was Imo-v̂ m as a talented expert on 
transmissions and axles. 

Previous to his connection with Maxwell Corporation, Walter P. 
Chrysler had managed the WiUys-Overland Co. for the bankers and 
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had brought these three engineers into the Wilhi-s organization and 
commissioned them to design a new type of motor and automobile. 
They were assigned to a part of the Elizabeth, N. J., plant then 
owned by the Whlys-Overland Co. Later this plant was sold to 
William C. Durant and with i t he received the blue prints and the 
design of the car that Zeder, Skelton, and Breer had been working on. 
This car was put on the market by Durant and named the Flint. 
Subsequently, Zeder, Skelton, and Breer, together with Chrysler, 
started work on a new type of high-compression motor that Zeder 
had in mind and had been working on independently. Shortly 
thereafter the three engineers were taken into the Maxwell organiza
tion and established in the old Chalmers plant at Detroit, where they 
could continue with their experiments with Zeder's high-compression 
engine. 

By 1924 the development of this new motor had reached the point 
that Chrysler was ready to bring out a car of entirely new design 
and under his own name. With the advent of the new car, the pro
duction of Cliahners cars was discontinued. 

The first Chi-ysler car was of a 6-cylinder design ancl was introduced 
at a price of $1,565, f, o. b. Detroit, for the sedan model. In 1924 
the Max-ft̂ ell Corporation sold 31,745 Chrysler cars in addition to 
51,324 Maxwell cars. The manufacture of Max-well cars was dis
continued in 1925, and a new 4-cyclinder car was added to the Chrysler 
hne to take the place of the Maxwell car in that price field. At the 
time the Chrysler car was introduced, there were approximately 
100 car manufacturers, and i t is a generally accepted fact that com
petition among them was most keen. A large proportion of the 
manufacturers in business during 1925 subsequently discontinued 
operations, for one reason or another, until there remained but 11 
manufacturers of passenger cars in 1937, and Chrysler was second in 
number of units sold. 

An interesting event occurred when the time arrived to display the 
new Chrysler models. The American Automobile Chamber of Com
merce allotted space at the New York show in which to display the 
1924 models of the Maxwell cars, but i t rules forbade allotment of 
space to models of cars which had not been produced and sold. The 
Chrysler car was therefore barred from the New York Automobile 
Show of 1924. To overcome this situation, Chrysler a.nd his associates 
rented the lobby of the Hotel Commodore and displayed their cars 
there rather than at the New York Show. 

During the 13 years of its operations Chrysler Corporation has 
buht and sold approximately 5,935,000 cars and trucks. In 1925 it 
sold but 3.16 percent of all motor vehicles produced in the United 
States, while in 1937 it sold 23.16 percent of the total. 

The yearly number of units follows: 

1925 13-1, 478 
1926 13.5,494 
]927 182, 627 
1928- 340,061 
1929 422, 242 
1930 2.54, 531 
1931 261, 898 
1932 21,5, 680 

Units 
1933 438, 236 
1934 S81, 161 
1935 - 820,553 
1936 1,032,915 
1937 1, 113,900 

Total 5, 933, 776 



REPORT ON MOTOR VEPIICLE INDUSTRY 

Organization of Chrysler Corporation.—The Chrysler Corporation 
was incorporated under the laws of the State of Delaware on June 6, 
1925. Its charter is perpetual and provided for the acquisition of all 
the properties and assets of the Maxwell Motor Corpoi-ation through 
an exchange of stock pursua.nt to a plan and agreement dated April 
15, 1925. The decision to reorganize followed soon after the successful 
introduction cf the ChrA ŝler cars. 

The Maxwell Motor Corporation was incorporated hi West Vh
ginia on May 7, 1921, for the purpose of accomplishing a reorganiza
tion of Maxwell Motor Co., Inc., and Chalmers Motor Corporation 
under a plan dated September 1, 1920. When acquiring the assets 
of the Maxwell Motor Co., Inc., the corporation secured all right, 
title, and interest in Maxwell Motor Sales Corporation, Briscoe Manu
facturing Co., Newcastle Realty Co., and Maxwell Motor Co. of 
Canada, Ltd. 

The Maxwell Motor Corporation held a lease on the plant and 
facihties of tbe Chalmers Motor Corporation. The property of the 
latter was mortgaged to tbe noteholders. By the terms of a plan of 
readjustment dated August 31, 1922, all of the property of Chalmers, 
both mortga.ged and urmortg-agcd, including a claim of Chalmers 
against Maxwell Motor Corporation, was sold to Max-well in consider
ation fcr stock and cash as follows: An exchange of 10 shares of Max
well class-A stock ($100 par per share), 10 shares of class-B stock (no 
par value), and $60 in cash for each $1,000 principal amount of Chal
mers Motor Corporation notes deposited with the noteholders' com
mittee. The acquisiticn was completed on December 7, 1922, at a 
stated cost of $1,987,600, consisting of stocks and cash. 

As of June 1, 1928, Chrysler Corporation secured additional pro
duction and distribution facilities tln-ough purchasing the properties 
and assets of Dodge Brothers, Inc. 

In 1928 Clarence Dilicn of Dillon, Read & Co., approached Walter 
P. Chrysler with the suggestion that Chrysler Corporation acquhe 
the business and assets of Dcdge Brothers, Inc. The latter corpora-
ticn was organized as of April 8, 1925, under the sponsorship of Dillon, 
Read & Co., to acquhe and hold the business and assets of the part
nership formerly operated by John and Horace Dodge, then deceased. 

The business of the Dodge Co. had reached a peak in 1926, after 
wldch it experienced a severe dechne in the face of markets which 
showed no comparable decline in seUing opportunity. The Dodge 
percentage of national passenger-car production dechned from 6.71 
percent in 1926 to 4,76 percent in 1927 and 4.45 percent in 1928. 
Dodge production of commercial cars, trucks, and busses similarly 
declined m. relation to national production. The Dodge output of 
cars, trucks, and busses feU from 12.62 percent of the total national 
production in 1926 to 9.10 percent hi 1928. FoUowdng acquisition by 
Chrysler Corporation, the demand for Dodge ca.rs was sthnulated_ to 
the extent that the peak production of 331,764 units in 1926, which 
had declined to 83,121 units in 1928, was exceeded by 4,827 units in 
1936, or a total of 336,591. 

Officers and directors.—There follows a list of the names of the 
officers and directors of Chrysler Corporation, as of December 31, 
1926, and as of December 31, 1937. 
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QPFICBKS AND DIRECTORS OF C H E T S L E B CORPORATION 

AS OF DECEMBER 31, 1920 

Board of director.s: 
W. P. Chrysler, chairman of board. 
J. S. Bache. 
J. C. Brady. 
Harrj ' Bronner. 
Hugh Chalmers. 
Delos W. Cooke. 
Allen F, Ed-w-ards, 
B. E. Hutchinson. 
-̂ \̂  F. Kenny. 
D. R. iMcI.ain. 
Giles W. Mead. 
W. Ledyard MitcheU. 
Mi-rcor P. Moseley. 
Henrv Sanderson. 
E. R.-Tinker. 

Olficers: 
-VV. P. Chry.sler, president and 

oliairman of board. 
•W. Ledyard Mitchell, vice presi

dent and .a;onera! manager. 
B. E. Hutchinson, vice president 

and treasurer. 
J. E. Fields, vice president. 
F. M. Tinder, vice president. 
K. T. Kellt'r, vice pre.^ident. 
F. A. Morrison, secretary. 
H A. Davies, as.sistant treasurer. 
L. A. Moehring, assistant comp

troller. 
J. C. Holmes, assistant comptroller. 

AS OF DECB.MBBR 31, 1937 

Board of directors: 
W. P. Chrysler, chairman of board. 
F. M . Zeder, vice chairman of 

board. 
J. S. Bacho. 
J. C. Brady. 
Car) Breer. 
Harrv Bronner, 
Waddill Catchin!;.5. 
AV. P. Chrysler, Jr, 
George W. Davison. 
Allen F. Edwards. 
J. E. Fields. 
Byron C. Foy. 
John .A.. Hartford, 
B. E. Hutchinson. 
K. T. Keller. 
Nicholas Kellev. 
W. Ledvard Mitchell. 
O. R. Skelton. 
Mattheiv S. Sloan. 
Harold E.-Talbott, .h: 
Juan T, Trippe. 

Officers: 
W, P. Chrysler, chairman. 
K. T. Keller, president. 
J. S. Bache, vice pre.sident. 
J. E. Fiekls, vice president.. 
Byron C. Foy, vice president. 
B. E. Hutchinson, vice president. 
Kicholas Kcilley, vice president. 
W. Ledyard Mitchell, vice presi

dent, 
W. L. VVeckler, vice pre.sident. 
F. M. Zeder, vice president. 
H. A. Davies, treasurer. 
L. A. Moehring, comptroller. 
R. P. Fohey, secretary. 
D. J. Hutchinson, assistant treas

urer. 
B. T. Moyer, assistant comptroller 
G. W. Troo,st, assistant comptroller 
R. B, Pomeroy, assistant secretary 

Principal stockholders.—At the close of 1937, the common stools: of 
Chrysler Corporation outstanding, amounting to 4,351,132 shares, 
was held by 42,660 stockholders. The five largest holders of record 
together with thie number of shares held, were: 

Shares Percent 

Chrysler Miinfigement Trust 
welter P. Chrysler 
Wenonfth Development Co. of Canada. Ltd 
Brady Securities & Henlty Corporation 
Fisher & Oo., Inc., Detroit, Mich 

Total 

1£0,000 3.45 
109,122 2.51 
85, 601 1.90 
2B, m .61 
25, 000 .57 

39S, i n 9.10 

The Chrysler Management Trust, as stated by the board of direc
tors' minutes, was formed for the purpose of interesting the ofiicers, 
executives, and employees, charged with the responsibility of carrying 
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on and buUding up the business of Chrysler Corporation, as partners 
with the stocldiolders and sharhig profits with them. 

Fisher & Co., Inc., is a Michigan corporation chartered March 2, 
1925, to hold and manage the joint investments and hiterests of the 
Fisher brothers. The Fisher brothers have been, for a long period, 
promhient hi General Motors Corporation, and as of December 31, 
1937, Lawrence P. Fisher and William A. Fisher were vice presidents 
and dhectors of General Motors Corporation, 

Corporate structure ds of 1937.—The Chrysler Corporation, dhectly 
or through subsidiaries, owned the entire capital stock of the foUowing 
companies on December 31, 1937. 

SUBSIDIARY COMPANIES OF CHBYSLER CORPORATION 

Wholesale and retaU branches, domestic: Chrysler Philadelphia Co., 
PhUadelphia, Pa.; Chrysler Illinois Co., Chicago, IU.; Chrysler Detroit 
Co., Detroit, Mich.; Chrysler Kansas City Co., Kansas City, Mo.; 
Chrysler Pittsburgh Co., Inc., Pittsburgh, Pa.; Chrysler New York 
Co., Inc., New York, N . Y.; Dodge Motors New York, Inc., New York, 
N . Y.; DeSoto New York Co., Inc., New York, N. Y. 

Chrysler Corporation owns 100 percent of the capital stock of the 
above companies, organized primarUy to wholesale automobUes. 
The operations of some of them have been extended to retailhig 
automobiles, selling of parts wholesale and retaU, and maintainmg and 
operating automobUe repah facUities. In general they operate as 
distributors or dealers similar to independent distributors or dealers. 

Selling companies: Amplex Manufacturing Co., Detroit, Mich.; 
Chrysler Sales Corporation, Detroit, Mich.; DeSoto Motor Corpora
tion, Detroit, Mich.; Dodge Brothers Corporation, Detroit, Mich.; 
Plymouth RIotor Corporation, Detroit, Mich.; Chrj'-sler Export 
Corporation, Detroit, Mich.; Chrysler Marine Engine Corporation, 
Detroit, Mich. 

Clirysler Corporation o-wns 100 percent of the capital stock of the 
above companies whose chief activity is the development of territory, 
sale of cars, etc., and the conducting of aU activities in the various 
States and countries which constitute doing business in that State. 

Foreign branches: Chrysler Corporation of Canada, Ltd., Windsor, 
Ontario; Chrysler Corporation of Canada (Sales) Ltd., Windsor, 
Ontario; Societe Anonyme Chi-ysier, Antwerp, Belgium; Chrysler 
Motors, Ltd., London, England; Dodge Brothers (Britain) Ltd., 
London, England. 

Chrysler Corporation owns 100 percent of the capital stock of the 
above companies whose chief functions are to assemble or manufac
ture, seU and distribute cars, trucks, parts, etc., outside continental 
United States. 

MISCELLANEOUS OTHER SUBSIDIARIES 

Chrysler Motors of California, Los Angeles, Cahf.: Owned by 
Chrysler Corporation and organized to assemble and seU cars and 
trucks as directed by Chrysler Corporation. 

The Pekin Wood Products Co., Helena, Ark.: Owned 100 percent 
by Chrysler Corporation and functions chiefly in the manufactut-e of 
wood parts for cars and trucks and wood boxes. 

171233—39 37 
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Fargo Motor Corporation, Detroit, Mich.: Owned 100 percent hy 
Chrj'sler Corporation. Chief activity the sale of cars, trucks, etc., 
to large fleet operators, the Federal Government, the various States 
and municipalities. 

Chrysler Motors Parts Corporation, Detroit, Mich,: Owned 100 
percent by Chrysler Corporation and organized to sell parts and mam-
tain inventories of accessories to the various distributors and dealers 
of Chrysler Corporation through the various depots located at points 
chosen by Chrysler. 

Newcastle Realtj'- Co., Newcastle, Ind.: Owned 100 percent by 
Chrysler Corporation. Chief acti-dtj^ is sale of lots a.nd houses to 
Corporation employees at Newcastle, Ind. 

Zap Development Co., New York City: Owned 100 percent by 
Chrysler Corporation and chiefly concerned in special engineering 
development work. 

Hamtramck Plumbing & Heating Co., Detroit, Mich.: Owned 100 
percent by Chrysler Corporation. Chief activity purchasing of 
plumbing supplies. 

Ahtemp New York Co., Inc., New York City. 
Airtemp Inc., Dayton, Ohio. 
Ahtemp Sales Corporation, Daj'-ton, Ohio. 
Airtemp Construction Corporation, Dayton, Ohio: Owned 100 

percent by Chrysler Corporation, and organized to manufacture, sell, 
distribute, histall, etc., the various items of heating and cooling 
equipment. 

Prodiicts and plants.—The Clirysler Corporation and its subsidiaries 
are principaUy engaged in the manufacture and sale of motor vehicles 
and parts. 

The trade names of its lines of motor vehicles are Chrysler, De vSoto, 
Dodge, and Plymouth. Chrysler and De Soto cars are made only in 
passenger models; Dodge cars are made in passenger, truck, and com
mercial models; and Plymouth cars in passenger and commercial 
models. I n addition to its lines of cars the corporation and its 
subsidiaries engage in the manufacture and sale of marine and hidus-
trial engines and air-conditioning equipment. 

As of December 31, 1938, the corporation and subsidiaries operated 
19 plants in the United States, 2 in Canada,, and 3 in Europe. The 
locations and descriptions of the plants follow and the listing is in
tended to indicate the order in which the producing properties of 
Chrysler Corporation in the United States and Canada were acquired 
and brought into production, together with a few brief facts regarding 
the plants as they have been developed , 
• Highland Park plant, Highla-nd Park, Mich.—This plant, originally acquired 

from Maxwell in 1925, includes 67 acres of land with floor area of 1,86.5,849 square 
feet. The plant originally functioned as a car-manufacturing plant but changed 
to service and parts manufacturing. Numerous buildmgs have been added to 
this plant since the original acquisition and it now includes the engineering build
ing, administration building, and buildings which house the facilities for packing 
and shipping for e.-iport. 

Newcastle plant, Newcastle, Ind,—This plant was acquired from Ma.xwell in 1925, 
and covers 66 acres of land with building floor space of 613,491 square feet. Since 
acquisition, the plant has been completely renovated and now manufactures 
front axles, forgings, steering gears, free wheeling units, and shock absorbers. 

Chrysler plant, Detroit, Mich,—This is the. former Chalmers plant and was 
acquired from Maxwell in 1925, This plant is used for the manufacture of • 
Chrysler cars, Chrysler marine engines, De Soto engines, and V/2- and 2-ton truck 
engines. 
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Dayton plant, Dayton, Ohio.—Originally two Dayton plants were acquired from 
Maxwell in 1925. One of these plants was sold. The North Dayton plant after 
standing idle for some years, has been completely rebuilt and now manufactures 
Airtemp air-conditioning equipment. I t covers 23 acres of land with buildings 
covering 213,136 square feet. 

Arkansas plant, Helena, Ark,—This plant includes 34 acres of land with buildings 
of 162,247 square feet of floor area. I t was acquired from Maxwell and its opera
tions consist of woodw-oi'king mills. 

The Windsor plant, Wi7idsor, Ontario.—The Windsor plant consists of two plants 
designated as ISTos. 1 and 2. No. 1 plant was acquired from Maxwell in 1925 
and now assembles trucks for Canadian requirements and the offices of the Cana
dian subsidiary are located iu this plant. In 1927 the No. 2 plant was built and 
now assembles Plymouth, Dodge, De Soto, and Clirysler cars for the Canadian 
subsidiary. The plant covers 87 acres of land with buildings having a floor area 
of 732,969 square feet. 

Kercheval Plant, Detroit, Mich.—This plant was purchased from the American 
Body Co. in 1925, and covers 23 acres of land with buildings having 879,861 
square feet of floor area. Its operations now consist of building bodies for Chrysler 
and De Soto cars and some bodies for Plymouth cars. I t has a capacity of from 
1,100 to 1,200 bodies per day. 

Dodge main plant, Hamtramck, Mich.—This plant was acquired from Dodge 
Bros., Inc., covers 58 acres of land with a floor area of 4,586,574 square feet. 
Dodge passenger cars are manufactured in this plant and many of the assemblies 
and subassemblies used in the other Chrysler Corporation cars. 

Dodge truck plant, Detroit, Mich.—This plant is also known as the Lynch Road 
plant and was acquired from Dodge Bros, in 1928. I t covers 46 acres of land and 
has buildings with floor area of 617,845 square feet. This plant engages in the 
manufacture of truck bodies and the assembly of Dodge trucks. 

Dodge forge plant, Detroit, Mich,—This plant was acquired from Dodge Bros, 
and covers 27 a.cres of land with buildings having a floor area of 283,859 square 
feet. The plant houses the manufacture of forgings of various Chrysler Corpora
tion product?. 

Plymouth pla/ni, Deiroii, Mich,—The land on which the Plymouth plant now 
stands was acquired from Dodge Bros. The Plymouth plant started in 1928 on 
78 acres of land consists of buildings with a floor area of 1,118,500 square feet. 
The plant was originally tooled up for making 1,000 Plymouths per day including 
the macliining of motors. I t was also built to make 200 De Sotos per day and 
300 to 400 trucks. Lender expanding demand for Plymouth production, the 
De Soto assembly line and the truck chassis were removed from this plant in 
1932. In 1937 the capacity was again expanded to 2,800 motors per day and a 
maximum of 2,000 cars per clay can now be assembled in the plant, Plymouth 
car,s are also assembled in Los Angeles, Calif., and Evansville, Ind. 

Harper plant, Detroit, Mich,—This plant was acquired from Dodge Bros, and 
covers 5 acres of laud with buildings having a floor area of 150,060 square feet. 
This property is now entirely used for the manufacture of Oilite self-lubricating 
bushings. 

Los Angeles plant, Los Angeles, Calif.—This plant was designed and built for 
Chrysler Corporation and contains the assembly of. Plymouth cars and Dodge 
truclcs for Pacific coast busine.ss. The plant is situ.ited on a tract of land covering 
27 acres with buildings having a floor area of 383,774 square feet. 

Evansville plant, Eva7is-ville, Ind.—Thi.s plant was acquired from Dodge Bros, 
and is situated on a tract of land covering 46 acres with buildings having a floor 
area of 4,981 square feet. For a few years after acquisition i t remained idle 
but in 1935 it was enlarged and expanded and now used for the assembly of 
Plymouth cars. 

Conant Plant, Detroit, Mich.—This plant was acquired in the Dodge purchase. 
I t is situated on a tract of land covering 5 acres with, buildings having a floor area 
of 200,835 square feet. I t is now used for storage purposes by the Dodge main 
plant, 

De Soto plant, Detroit, Mich.—This plant was purchased from General Motors 
Corporation in 1934 and was situated on a tract of land covering 38 acres with 
buildings having a floor area of 720,596 square feet. Plant now houses the as
sembly of De Soto cars and engages in the manufacture of stampings for Plymouth, 
Chrysler, and De Soto cars, 

Marysville plant, Marysville, Mich.—This plant was purchased in 1935 from 
Wills St, Clair, Inc., and is situated on a tract of land covering 134 acres and has 
buildings with a floor area of 957,371 square feet. This plant houses the service 
departments stock of replacement parts. 
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Kokomo plant, Kokomo, Ind.—This plant formerly a H.aynes autoinobile prop
erty, was purchased in 1937 and is situated on a tract of land covering 7.43 acres 
with buildings liaving a floor area of 285,728 square feet. After acquisition, this 
plant was entirely remodeled and equipped for the manufacture of transmissions. 
I t has a capacity of 1,000 transmis,5ions per day, 

McKinstry plant, Detroit, Mich.—This plant was purchased in 1937 from 
Graham-Paige, and is situated on a tract of land covering 3.48 acres with buildings 
having a floor area of 238,848 square feet. I t is now used for car parts storage. 

Mound Road plant, Macomb Cou-nty, Mich,—This plant was constructed during 
1938 on a tract of land covering 134 acres with buildings having a floor area 
of 679,453 square feet. This plant was equipped and designed to build Dodge 
trucks of all sizes from to 3 tons. 

Operating and sales organization.—From the foregoing description of 
the Chrj'-sler Corporation plants it will be observed that the various 
plants are not self-contahied units, buildmg a.nd assembhng a single 
car, but instead the various plants make and assemble subassemblies 
and parts for the various lines of cars. Likewise the subsidiary cor
porations are not independent operating units in the manufacture and 
sale of motor vehicles. For example, the Chrysler Corporation owns 
and operates all plants, buys all materials, a.nd enters into all dealer 
agreements. 

Subsidiaries such as Clirysler Sales Corporation, Dodge Bros. Cor
poration, Plymouth Motor Corporation, De Soto Motor Corporation, 
etc., do not manufacture motor velucles. Their chief activity is the 
development of sales territory and promotion of sales. They do not 
sell cars, take title to cars, or collect for car sales, except refused 
shipments, but exist largely to facUitate markethig operations. For 
exa.mple. Dodge Bros, Corporation was organized after acquiring the 
Dodge properties. I t has a capitalization of $10,000 and a license to 
do business in all States, and its primary operations consist of assist-
hig Chrysler Corporation in the promotion of sales of Dodge and 
Plym.outh cars. Chi-ysler Corporation, therefore, is essentially a 
manufacturing company. I t does, however, enter into agreements 
with retail dealers, accepts orders and payments for shipments, but its 
contacts with dealers and distributors are made tiirough the sub
sidiary sellhig companies. 

Retail dealer outlets.—The Chrysler Corporation's lines of cars were 
distributed thi-ough the number of dhect and associate dealers during 
1937, as shown hereafter: 

Type Dodge-
Plyrnoutli 

De Solo-
Plymouth 

Chrysler-
Plymouth Total 

Direct dealers... . 1, 583 
3, 664 

761 
2,407 

451 
3,787 

2,795 
9, 918 Associate dealers.. 

1, 583 
3, 664 

761 
2,407 

451 
3,787 

2,795 
9, 918 

Total 

1, 583 
3, 664 

761 
2,407 

451 
3,787 

2,795 
9, 918 

Total 6, 247 3, 228 4,238 12, 713 6, 247 3, 228 4,238 12, 713 

Comparative history of sales, profits, dividends, earnings reinvested, 
and surplus balances.—Table 43 presents the consolidated sales, profits, 
cash di-vidends paid, and earnings rehivested in the business by the 
Chrysler Corporation from its beginning as of January 1, 1925, to 
December 31, 1937. As indicated by this statement, the sales volume 
of the corporation increa.sed from $141,828,000 in 1925 to $774,472,-
677 in 1937. The net profit before provision for Federal a,nd State 
income taxes hi the first 37-ear of operations was $19,597,000 and 
amounted to $83,150,619 m 1936 and $72,038,602 in 1937. During 
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the 13 years of its existence, the corporation's sales amounted to 
$4,263,955,150. From these sales, the corporation realized net profit 
amounting to $355,049,438 before provision for pa,yment of Federal 
and State income taxes. The total earnings were disposed of by pay
ing cash dividends on the common stock amounting to $174,273,429, 
by paying cash dividends on the preferred stock amounting to $6,238,-
341, by setting aside $53,831,494 for pajnnent of income taxes, and 
other deductions from surplus amounted to $37,972,471. Thus the 
Chi-ysler Corporation has hi effect during the first 13 years of its opera
tions made net profits (after allowing for income and other taxes) of 
$301,217,943, distributed $180,511,770 in dividends, and reinvested 
more than $82,000,000 of profits in the business. 

The other deductions from surplus just referred to included losses 
from saJe of properties and securities, and distribution of profits to 
Walter P. Clirysler and other officers and executives of the corpora
tion. The distribution of profits for the purposes designated are 
shown in subsequent discussions in this report. 

TABLE 43.—Summary of goods invoiced, profits, dividends, earnings reinvested, and 
s-ur-plus balance of Chrysler Corporation {Consolidated), 1925 to 1937, inclus-ive 

it 

Goods i n 
voiced 

Net prof i t 
before pro
vision for 

income 
taxes 

Provision 
for Pederal 
and State 

income 
taxes 

Net prof i t 
after taxes 

Cash d i v i 
dends, com
mon stock 

192,5 , $141,828,000 
168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

$2,471,000 
2, 194,722 
3,263,090 
4,138,963 
2,438,021 

70, 257 
118, 414 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

192C 
$141,828,000 

168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

$2,471,000 
2, 194,722 
3,263,090 
4,138,963 
2,438,021 

70, 257 
118, 414 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

$8,121,240 
8,131,695 

10,705,312 
13, 335, 764 
11,065, 268 
4, 412, 240 
4, 390, 243 
4, 303, 568 
5, 432, 235 
8, 664, 652 

52,190, 692 
43, 520, 620 

1927 

$141,828,000 
168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

$2,471,000 
2, 194,722 
3,263,090 
4,138,963 
2,438,021 

70, 257 
118, 414 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

$8,121,240 
8,131,695 

10,705,312 
13, 335, 764 
11,065, 268 
4, 412, 240 
4, 390, 243 
4, 303, 568 
5, 432, 235 
8, 664, 652 

52,190, 692 
43, 520, 620 

1928 

$141,828,000 
168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

$2,471,000 
2, 194,722 
3,263,090 
4,138,963 
2,438,021 

70, 257 
118, 414 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

$8,121,240 
8,131,695 

10,705,312 
13, 335, 764 
11,065, 268 
4, 412, 240 
4, 390, 243 
4, 303, 568 
5, 432, 235 
8, 664, 652 

52,190, 692 
43, 520, 620 

$141,828,000 
168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

$2,471,000 
2, 194,722 
3,263,090 
4,138,963 
2,438,021 

70, 257 
118, 414 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

$8,121,240 
8,131,695 

10,705,312 
13, 335, 764 
11,065, 268 
4, 412, 240 
4, 390, 243 
4, 303, 568 
5, 432, 235 
8, 664, 652 

52,190, 692 
43, 520, 620 

1930 

$141,828,000 
168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

$2,471,000 
2, 194,722 
3,263,090 
4,138,963 
2,438,021 

70, 257 
118, 414 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

$8,121,240 
8,131,695 

10,705,312 
13, 335, 764 
11,065, 268 
4, 412, 240 
4, 390, 243 
4, 303, 568 
5, 432, 235 
8, 664, 652 

52,190, 692 
43, 520, 620 

1931 

$141,828,000 
168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

$2,471,000 
2, 194,722 
3,263,090 
4,138,963 
2,438,021 

70, 257 
118, 414 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

$8,121,240 
8,131,695 

10,705,312 
13, 335, 764 
11,065, 268 
4, 412, 240 
4, 390, 243 
4, 303, 568 
5, 432, 235 
8, 664, 652 

52,190, 692 
43, 520, 620 

1932 

$141,828,000 
168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

$2,471,000 
2, 194,722 
3,263,090 
4,138,963 
2,438,021 

70, 257 
118, 414 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

$8,121,240 
8,131,695 

10,705,312 
13, 335, 764 
11,065, 268 
4, 412, 240 
4, 390, 243 
4, 303, 568 
5, 432, 235 
8, 664, 652 

52,190, 692 
43, 520, 620 

1833 

$141,828,000 
168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

2,053,909 
1, 847, 023 
8,931,095 

14.000, 000 
12;.30O,O00 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

$8,121,240 
8,131,695 

10,705,312 
13, 335, 764 
11,065, 268 
4, 412, 240 
4, 390, 243 
4, 303, 568 
5, 432, 235 
8, 664, 652 

52,190, 692 
43, 520, 620 

1034 

$141,828,000 
168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

2,053,909 
1, 847, 023 
8,931,095 

14.000, 000 
12;.30O,O00 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

$8,121,240 
8,131,695 

10,705,312 
13, 335, 764 
11,065, 268 
4, 412, 240 
4, 390, 243 
4, 303, 568 
5, 432, 235 
8, 664, 652 

52,190, 692 
43, 520, 620 

1935 , 

$141,828,000 
168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

2,053,909 
1, 847, 023 
8,931,095 

14.000, 000 
12;.30O,O00 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

$8,121,240 
8,131,695 

10,705,312 
13, 335, 764 
11,065, 268 
4, 412, 240 
4, 390, 243 
4, 303, 568 
5, 432, 235 
8, 664, 652 

52,190, 692 
43, 520, 620 

1930 , 

$141,828,000 
168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

2,053,909 
1, 847, 023 
8,931,095 

14.000, 000 
12;.30O,O00 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

$8,121,240 
8,131,695 

10,705,312 
13, 335, 764 
11,065, 268 
4, 412, 240 
4, 390, 243 
4, 303, 568 
5, 432, 235 
8, 664, 652 

52,190, 692 
43, 520, 620 19,37 , 

$141,828,000 
168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

2,053,909 
1, 847, 023 
8,931,095 

14.000, 000 
12;.30O,O00 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

$8,121,240 
8,131,695 

10,705,312 
13, 335, 764 
11,065, 268 
4, 412, 240 
4, 390, 243 
4, 303, 568 
5, 432, 235 
8, 664, 652 

52,190, 692 
43, 520, 620 

T o t a l . . . . 

$141,828,000 
168, 887, 090 
173, 726, 645 
315,937,196 
375,178, ,522 
207, 549, 008 
183, 289, 479 
136, 794, 393 
238, 061, 937 
362. 631.079 
519; 072; 907 
666, 526, 357 
774, 472, 677 

$19, 597,000 
17,043, 309 
2.5,437,988 
38,608,107 
28, 725,786 
1 1, 948, 331 

3, 308, 326 
1 11, 569,191 

16, 956, 243 
11,718, 067 
61,383,913 
S3,1,50,619 
72,03S; 002 

2,053,909 
1, 847, 023 
8,931,095 

14.000, 000 
12;.30O,O00 

$17,126,000 
16,448,687 
22, 174,898 
34,469, 144 
26, 297, 705 
1 2,018, 688 

3,189,912 
1 11, 609,191 

14, 896, 334 
9, 871, 044 

42, 452, 818 
69,150, 619 
59,738,602 

$8,121,240 
8,131,695 

10,705,312 
13, 335, 764 
11,065, 268 
4, 412, 240 
4, 390, 243 
4, 303, 568 
5, 432, 235 
8, 664, 652 

52,190, 692 
43, 520, 620 

T o t a l . . . . •1,263,965, 160 365, 049, 438 63, 831, 494 301,217,943 174,273, 429 •1,263,965, 160 365, 049, 438 63, 831, 494 301,217,943 174,273, 429 

Cash d i v i 
dends, pre
ferred stock 

other deduc
tions f rom 

sm:plus 

Earnings 
reinvested 
i n hnsiness 

Surplus 
balance 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

1925 $1,750,000 
1.725,688 
1, 720, 758 
1,041,995 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

1926 
$1,750,000 
1.725,688 
1, 720, 758 
1,041,995 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

1927 

$1,750,000 
1.725,688 
1, 720, 758 
1,041,995 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

1928 

$1,750,000 
1.725,688 
1, 720, 758 
1,041,995 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

1929 

$1,750,000 
1.725,688 
1, 720, 758 
1,041,995 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

1930... 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

1931 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

19.32 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

1933 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

1934 . . . 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

1936 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

1936 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 1937 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

T o t a l . . . 

$1,516,014 
121,926 

2,689,425 
3,477, 349 
4, 385, 597 

2 2, 262,743 
1,720,977 
2314,969 

2, 767, 214 
336, 207 

7,476,999 
7,040,076 
9, 009, 390 

$13,860,986 
5, 479,834 
9,633,120 

19,244,488 
8, 500,404 

3 10, 831,113 
3 2,943,306 

3 1,5, fill, 475 
7, 825, 552 
4,102, 602 

20, 311,166 
9,919, 8,51 
7, 208,592 

$6,782 
13,867,768 
19,347, 602 
28, 980,722 
48, 225,210 
56, 791,614 
45,960,501 
43,017,196 
27,372, 721 
35, 198, 273 
39, 300; 876 
65,012,041 
75, 531, 892 
82, 740,484 

T o t a l . . . C. 238. 341 37, 072, 471 82, 733, 702 82, V'lO, 484 82, 733, 702 82, V'lO, 484 

> Loss. 
2 Additions to earnings. 
3 Heduction. 
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SECTION 2. ACQUISITION OF ASSETS OF MAXWELL MOTOR 
COBPOBATION 

Introduction.—Under date of April 15, 1925, Walter P. Chrysler, 
as president and chairman of the board of Maxwell Motor Corporation, 
addressed an open letter to the holders of class A and class B stock 
of MaxweU Motor Corporation. Accompanying the open letter there 
was a plan and agreement proAdding for the organization of a new 
company to be caUed Chrysler Corporation, or some other appropriate 
name. The term "Chrj^sler Corporation" as used was intended to 
mean the company which shall issue new stocks pro-̂ dded in the plan, 
acquh-e all of the properties and assets of Maxwell, and assume and 
pay all of the liabUities and obhgations of Maxwell Motor Corporation. 

The open letter addressed to the stockholders is quoted herewith: 
APRIL 15, 1925. 

To the Holders of Class A and Class B Stock of Maxwell Motor Corporation: 
After conferences with the owners qr representatives of class A and class B stock 

constituting nea,rly, if Dot more than, a majority of each class of stock, the attached 
plan has been prepared which they have approved and which the board of directors 
of Maxwell Motor Corporation by unanimous vote has recommended to the stock
holders for their adoption. 

The commercial and financial situation of your company is today far different 
from what it was when it commenced operations in June 1921, at the conclusion 
of the preceding reorganization. I t was then believed that your company could 
be operated at a profit, but it was somewhat discredited financially and commer
cially and was faced with problems of finance, of manufacture, and of distribution. 
Today the possibilities foreseen hi 1921 have become realities; your company is 
sound financially, its credit is of the highest; i t occupies an outstanding position 
in the automobile world, and its Maxwell and Chryisler cars are held in high 
esteem by the public at large and are used by thousands of satisfied and enthu
siastic patrons. 

A copy of the balance sheet of your company as at December 31, 1924, is hereto 
attached. I t is expected that a statement of earnings of your company for the 
first 3 months of 1925 wUl be shortly available. I t is indicated that they will be 
very much larger than for the same period in 1924. 

At the time of the organization of your company it was impossible to create a 
class of stock carrying an appeal to the conservative investor. The condition and 
problems of your company at that time precluded that possibility. Today, with 
its demonstrated earning power, its management, and phj-sical assets, your com
pany is in a position to create a preferred stock which will be an investment stock. 
This the class A stock is not. I t is noncumulative, on liquidation i t is entitled 
only to par and declared dividends, and while i t has the right to share in any year 
equally with class B shares in all dividends declared in that year after the declara
tion of 8 percent dividends on the class B stock, it must be subject to wide market 
fiuctations, its market price at any time largely depending on whether it is believed 
that earnings will be sufficient so that dividends thereon -ŝnU be declared at aU, 
or at 8 percent or a part thereof, or on whether the earnings will be suiBoient to 
justify full 8 percent dividends on both A and B stock and a further dividend in 
which both classes of stock will participate at an equ.<il rate per sha.re. 

I t is believed that the new stock provided in the plan for distribution to class 
A stockholders will fully compensate them for surrendering their right to partic
ipating dividends; that is, the right to share equally with B stock in dividend 
declarations (on the basis of A and B stock outstanding at December 31, 1924) 
exceeding the annual sum of $6,858,000. The new preferred stock aUotted under 
the plan to holders of class A stock should appeal to conservative investors. I t 
will be preferred as to assets and dividends. Dividends will be cumulative, at 
the rate of ,1)8 per share per year from January 1, 1925, in priority to any dividend 
on the common stock. I t is to be redeemable at 115 and all accumulated and 
unpaid dividends and will have the benefit of the sinking fund provided in the 
plan to be established to provide for its purchase or retirement. In liquidation 
i t is to receive in priority to the common stock SlOO a share, and if such liquidation 
be voluntary or caused other than by bankruptcy or insolvency, the additional 
sum of $15 per share, and also in every case of dissolution an amount equal to 

: i 
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all arrears in dividends whether or not earned. Under the plan the holders of 
•class A stock are to receive share for share in new preferred stock and, in addition, 
new common stock at the rate of 1 share of new common stock for each 10 shares 
of class A stock. 

The common stock of a motor manufacturing company is necessarily subject 
to fluctuations in market value, depending upon whether the earnings in any 
particular year are large or small. In view of the fact that your company has 
now been established so that properly directed it should hereafter earn suflicient 
monej-s to reasonably insure continued regular payment of dividends on the 
proposed new preferred stock, i t is believed that the class B stock is sufficiently 
compensated for giving to the new prefen-ed the cumulative feature, the sinkmg 
fund, the fixed redemption price, and a more liberal share in the asfsets in case 
•of dissolution by requiring in return that the new common stock shall represent 
the entire equity after the preferred stock and have the exclusive benefit of the 
entire earning power after the paj'ment of cumulative dividends on the preferred 
•stock and providing the sinking fund for its eventual retirement. 

In submitting the attached plan to the stockholders I desne to express my 
hearty approval of the same and recommend it to the stockholders of both classes. 

At the request of the board of directors, Messrs. George W, Davison, Charles 
A. Boody, and Leo M . Butzel have consented to act on behalf of the stockholders 
under the plan for the purpose of carrying i t out. The board of directors has 
•authorized its finance committee to endeavor to carry out the plan in case i t is 
approved by the stockholders. 

I t is expected upon the consummation of the plan that a policy of fuU dividend 
payments on the new preferred stock can be immediately inaugurated, and in 
order to enable the plan to be consummated without delay the .stockholders of 
both classes are urged to deposit their stock thereunder at once. In no event 
are the stockholders to be charged with any expense in connection with carrying 
out the plan, as your company has agreed to itself defraj' ali the expenses connected 
therewith. 

W,.1.LTEH P. C H B Y S L E H , 
President and Chairman of the Board, Maxwell Motor Corporation. 

The plan and agreement, in the manner therehi provided, was 
declared operative, and Chrysler Corporation acquhed the assets 
and business of Maxwell Motor Corporation on June 30, 1925, effective 
as of January 1, 1925. 

Provisions of plan of acquisition for statement of assets and liabilities 
acquired.—The plan contained a provision to the effect that it was 
intended that the Chrysler Corporation, in setting up its consolidated 
balance sheet, shall attribute as invested capital the amounts set 
forth in the consolidated balance sheet of the MaxweU Co. as at the 
close of business December 31, 1924, after giving effect to the capital 
transactions of the Maxwell Co. from January 1, 1925, to the date the 
Chi-ysler Corporation shall commence to operate the business; and 
that there shaU be set up in the balance sheet of the Chrysler Corpora
tion as surplus avaUable for dividends the surplus shown on the con
solidated balance .sheet of the Maxwell Co. as at the close of business 
on December 31, 1924, with such additions and changes as shall be 
requhed on account of the transactions and operations of the Maxwell 
Co. up to the thne of taking over the business by the Chrysler Cor
poration, ia all respects as nearly as is reasonably practicable as if 
the operations from January 1, 1925, had been by the Chrysler Cor
poration, with its consolidated balance sheet as of January 1, 1925, 
substantiaUy identical with the aforesaid consolidated balance sheet 
of the Maxwell Co. 

Assets acquired from Ma.twell Motor Corporation and capital stocks 
iss-ued therefor.—The assets acquhed and liabUities assumed were 
recorded on the books of the Chrysler Corporation in the manner 
provided for in the plan and in the amounts as carried by MaxweU on 
January 1, 1925, after giving effect to transactions between that 
date ancl June 30, 1925. 
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A hst of the assets and habUities of MaxweU Motor Corporation as 
of January 1, 1925, follows: 

Assets and liabilities, Maxwell Motor Corporation, Jan. 1, 1925 

ASSETS 
Cash $5, 680, 610. 71 
Car shipments against bills of lading drafts 3, 104, 215. 44 
Bank acceptances and certificates of deposit 481, 191. 39 
Customers' notes receivable secured by trust receipts 1, 437, 663. 23 
Customer and dealers' accounts, less aUowance 916, 127. 66 
Duty refunds due Canadian Government 11, 428. 23 
Inventories 11, 398, 16L 43 
Plant and equipment, net of depreciation 15, 930, 353. 34 
Miscellaneous real estate and investments 222, 466. 90 
MisceUaneous notes and accounts 94, 944. 13 
Due from Maxwell Motors, Ltd., of London 765, 062. 36 
Prepaid expenses 400, 589, 27 
GoodwiU . 25,000,000.00 

Total 65, 442, 814. 09 

LI.4.BILITIES AND RESERVES 

Accounts payable S5, 244, 642. 53 
Accrued interest, taxes, etc - 209, 504. 93 
Dealers and distributors' deposits 308, 545. 82 
Provision for Federal income tax 489, 345. 65 
Reserves, including contingent 945, 725. 89 
Reserve for insurance 54, 722. 93 
Debentures called Jan. 26, 1935, at $105— 611, 455. 00 

Deduct liabilities and reserves 7, 763, 942. 76 

Net assets Jan. 1, 1925 - 57, 678, 87L 34 

Net assets represented by— 
Class A stock outstanding 23, 937, 300. 00 
Class B stock outstanding 33, 734, 789. 12 
Surplus 6,782.22 

Total 57,678,871.34 

After giving effect to the transactions between January 1 and June 
30, 1925, the assets and habilities of Maxwell were recorded on the 
books of the new Chrysler Corporation at a like stated amoimt, and 
the capital of the new corporation was stated in corresponding 
amounts. 

Tbe stated value of the new preferred stock was determined as 
foUows: 

Item Shares Amount 

Class A Maxwell, Jan. I , 1925 239, 373 $23,937,300 
Glass issued 146 14,600 
Adjustment with class B stoct 181 18,100 

\\!\ Less purchased and in treasury ' 20,900 ' 2,090,000 
Less shares deliverable per plan. 

Preferred stock of Chrysler 218, ,536 21,880,000 

' Debit or deduction. 

The stated value of the new common stock (non-par) was deter
mined in the foUowing manner: 
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Item Shares Amount 

Class B Maxwell, Jan. 1,1925. 
Sold January to June 30, 1925. 
Profit on A stock purchased 
Expense retirement of debentures.. 
Adjustment with class A stock 

Common stock of Chrysler. 

$33, 734,789.12 
626, 280.00 
40, 637, 60 
' 3, 666.66 

'18,100.00 

6G1, 333 34, 379,939,96 

' Deduction. 

After transfer of the Maxwell business to Chi-ysler Corporation, 
the new corporation did not have any more stated value of capital 
stock outstanding than if the Maxwell Co. had continued to operate 
as such, even though the plan provided that the holders of Maxwell 
class A stock should receive share for share of preferred stock and one 
share of common for each 10 shares held. As a part of the plan, the 
Maxv/ell Co. agreed to pmchase in the market and not present for 
exchange, class B stock in the a,mount equal to the number of shares 
of common stock deliverable to the class A holders. The cost of 
the class B stock purchased in the market was charged off to surplus. 

There follows a reconcUiation of the surplus of Maxwell at January 
1, 1925, and Chrysler Corporation at June 30, 1925. 

Item Amount 

Surplus, MaxweU, Jan. 1, 1925 $6, 782. 22 
Profits, Jan. 1 to June 30, 1925 7, 978, 106. 93 

Total 7, 984, 889. 15 
Deduct: 

Dividends $875,200.00 
Class B stock retired per plan 1, 514, 750. 00 

• • 2, 389, 950. 00 

Surplus, June 30, 1925 - 6, 694, 939. 15 

SECTION 3. ACQUISITION OF ASSETS OP DODGE BROS., INC. 

Plan for acquisition.—Under date of June 1, 1928, the stockholders 
of Dodge Bros., Inc., were presented with a plan to exchange theh 
holdings of Dodge stock for Chrysler Corporation common stock. 

Under date of July 30, 1928, Dodge Bros., Inc. (hereafter referred 
to as the vendor), and Chrysler Corporation (hereafter referred to as 
the purchaser) entered into an agreement whereby the vendor agreed 
to sell or exchange to and with the purchaser, and the purchaser agreed 
to buy or receive, all of the property and assets of the vendor as an 
entirety, including its goodwUl and franchises, subject to its debts 
and liabUities, on the following terms and conditions: 

1. The purchaser agreed to assume the due and punctual payment 
of the principal of, and the mterest on, the outstanding 6 percent gold 
debentures of the vendor. The principal amount outstandhig on 
June 30, 1928, the effective date of the acquisition, was $56,705,0,00. 

• 2. The purchaser agreed to assume the clue and punctual payment 
of the principal of, and the interest on, the outstanding 5 percent 
serial notes due May 1, 1929, of the vendor. The principal amoimt 
outstanding on June 30, 1928, the eft'ective date of the acquisition, 
was $2,760,000. 

3. The purchaser agreed to issue and deliver 1,253,557 shares of 
its fully paid and nonassessable common stock, entitled to the same 
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participation in dividends paid after July 31, 1928, on tbe common 
stock of the purchaser as common stock of the purchaser then out
standing. 

The plan and deposit agreement provided that the Dodge Bros., 
Inc., stockholders would receive Chrysler Corporation common stock 
on the following basis: 

(a) One share of common stock of the Chrysler Corporation for each share of 
preference stock of the Dodge Co. 

(b) One share of common stock of the Chrysler Corporation for each five shares 
of common stock class A of the Dodge Co, 

(c) One share of common stock of the Chrysler Corijoration for each 10 shares 
of common stock class B of the Dodge Co. 

Simultaneous with the execution of the purchase agreement, Dillon, 
Read & Co., controUing a majoritj^ of tbe voting shares of the Dodge 
Co., and Clnysler Corporation entered into an agreement, whereby: 

(1) DUlon, E,ead & Co. agreed, if and to the extent that 90 percent 
of the preference stock of Dodge was not shown to be on deposit, then 
it represented that i t had purchased, or caused to be purchased for it, 
on July 27, 1928, or on July 28, 1928, or on July 29 or on July 30, 1928, 
such a number of shares of preference stock as, together with the total 
number of shares of preference stock stated to be on deposit under tbe 
plan shall equal not less than 90 percent of the preference stock out
standing. And that preference stock so purchased, either wUl be 
deposited under the plan without expense to Chrysler Corporation, or 
will be exchanged at the rate provided for in the plan for shares of 
common stock of Chrysler Corporation.delivered as part consideration 
for the property and assets of Dodge Brothers, Inc. as contemplated 
by the purchase agreement. -

(2) I f and to the extent that 90 percent of the common stock class A 
of Dodge Brothers, Inc., was now shown to be on deposit, Dillon, Read 
& Co. agreed that within.3 months after the date thereof, either (a) 
out of the shares of class A undeposited siicb a number of sha.res of 
class A as shall, together with the total number of shares stated to be 
on deposit under the plan equal not less than 90 percent of Dodge 
Brothers, Inc., outstanding, will be deposited under the plan without 
expense to Chrysler Corporation, or (b) the holders thereof will accept 
at the rate provided in the plan shares of Chrysler Corporation com
mon stock delivered as part of the consideration for the property and 
assets of Dodge Brothers, Inc., as contemplated by the purchase 
agreement. 
_ The agreement between DUlon, Read & Co. and Chrysler Corpora

tion further pro-vided that— 
Whenever from time to time by reason of the sale, or other action 

ta.ken by Dodge pursuant to, or as contemplated by, the purchase 
agreement, or by reason of any action taken by the trustee of the trust 
contemplated by the purchase agreement, or beca,use of any provision 
thereof, Chrysler shall pay to any stockholder of any class of Dodge, in 
respect of shares which have not been bound by the plan or which 
shall not haye been exchanged for stock of Chrysler at the rate pro-
•vided for in the plan, any amount determined by legal, statutory, or 
equitable proceedings to be due to said stockliolder from Dodge or 
from Chrysler or any amount which the parties hereto in writing 
agree as hereinafter provided shall be paid to said stockholder, Dillon, 
Read shall pay to Chrysler in the manner hereinafter set forth an 
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amount (hereinafter called DUlon, Read's settlement share) com
puted as follows: The sum of the amount that Chrysler shall have 
paid to said stocldiolder plus the reasonable expenses and disburse
ments of Chrysler in connection with said proceedings, excluding the 
compensation of Chi-ĵ sler attorneys and counsel, is hereinafter called 
the gross settlement expense. The numiber of shares of common 
stock of Chrysler which said stockholder would have been entitled to 
receive, out of the common stock delivered by Chrysler as part of the 
consideration under the purchase a.greem.ent for the property and 
assets of Dodge, if said stockholder had participated in the plan and 
received stock of Chrysler at the rate therehi pro-vided, is hereinafter 
called the settlement stock. The remainder i-esiilting from subtract
ing from the gross settlement expense the sum of the marliet value 
(ascertained as hereinafter, stated) of the settlement stock on the day 
of payment by the purchaser to said stockholder plus any and all 
dividends thereon paid after July 31, 1928, and return to or repaid to 
the purchaser, is hereinafter called the net settlement expense. DUlon, 
Read's settlement share (to be paid to Chrysler) shall be one-half of 
the gross settlement expense, provided that if tbe settlement stock 
shall theretofore have been returned to the purchaser, the amount of 
Dillon, Read's settlement share shall be one-half of the net settlement 
expense. 

If, however, in tbe pursuance of the provisions of this article, DUlon, 
Read shall at any time have paid, as its settlement share one-half 
of the gross settlement exiiense (because at the time of payment the 
settlement stock had not oeen returned to the purchaser) and there
after the settlement stock shall be returned to the purchaser, with or 
without dividends thereon, or if in lieu of the return of any of the 
settlement stock or of di^ddeiids thereon, Chrysler shall receive cash 
or other thing of value then it shall forthwith deliver to Dillon, Read 
one-half of the settlement stock and of any dividends thereon returned 
or repaid to Chrysler, or as the case may be, shall pay to Dillon, Read 
one-half of the cash so received in lieu of the return of the settlement 
stock or of dividends thereon and shall account to DUlon, Read for 
one-half of whatever other thing of value Chrysler so shall have 
received. 

In case a.t the time of any payment by Chi-ysler to any stockholder 
of Dodge as hereinbefore provided, the settlement stock or any of i t 
shall theretofore have been returned to Chrysler and the sum of the 
market value on that day, of the settlement stock so returned plus any 
and all dividends thereon paid after July 31, 1928, and returned or 
repaid to Chrysler and of the fair market value of any other thing of 
value received by Chrysler hi lieu of the return of any part of the 
settlement stock or of dividends thereon, shall be hi excess of the gross 
settlement expense, Chrysler shall account for and pay over to Dillon, 
Read one-half of such excess wthin 24 hours after said payment to 
said stockholder of Dodge. 

The agreement provided that for all the purposes of this agreement 
the market value of the Chrysler stock .should be computed as foUows: 
The price per share at which each sale of a share or shares of said stock 
was made on the New York Exchange (as reported in the official record 
of the stock exchange) during the 5 business days, excluding Saturdays, 
immediately preceding tbe day as of wbich the market value of said 
stock is to be determined, shall be miUtiplied by the number of shares 
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included in the sale and the sum of the amounts so determined shall 
be divided by the total number of shares of said stock included in all 
the sales made during the said 5 days, and the quotient shall in each 
case be the market value for the purpose hereof, but -wdth the proper 
deduction of an amount to aUow for the dividend if the purchaser's 
stock shall sell on the stock exchange ex-dividend on the first of said 
6 days or at any time thereafter to and hicludhig the day on which 
the stock the market value of which is so to be determhied is to be 
delivered. 

Assets acquired from Dodge Bros., Inc., and capital issued.—A listing 
of the assets acquhed from Dodge Bros., Inc., and the liabUities as
sumed follows. By reference to this statement i t wUl be observed 
that the net book value, after deducting the liabUities, of the assets 
received through the acquisition of Dodge Bros., Inc., was $107,763,-
756.34. In consideration for these assets, including $15,295,832.57 in 
cash, the Chrysler Corporation assumed the payment of $59,455,000 
of notes and debentures and the interest accruing thereon. The bal
ance, or. the difference between the tota.l book value of the assets and 
the debt assumed, of $48,308,756.34 was paid for by the issuance and 
dehvery of 1,253,557 shares of Chrysler Corporation nonpar common 
stock. The ledger value of the balance applying to the common stock 
was subsequently adjusted and written dowm, all as described here
after, 

Chrysler Corporation—Assets received and liabilities assumed ihro-ugh acquisition of 
Dodge Bros., Inc., July SO, 1928 

ASSETS Amount 

Cash $15, 295, 832. 57 
Marketable securities 2, 815, 963, 79 
Accounts receivable, car shipments, etc 6, 431, 880. 19 
Inventories, at book value 22, 503, 577. 12 
Notes receivable and interest 21, 256. 50 
Traveling advances 89, 804. 34 
Real estate not used in operations 4, 116, 142. 28 
Land contracts receivable and interest 444, 610. 56 
Loans to employees 13, 729. 39 
Land, buildings, machinery, etc. (net) 67, 665, 334. 72 
GoodwiU 7, 926, 326, 34 
Prepaid insurance, taxes, etc 191, 494. 13 
Investment, Dodge Bros. Corporation 10, 000. 00 

Total assets - 127, 525, 951. 93 

DEDUCT LIABILITIES ASSUMED AND RESERVES 

Accounts payable 14, 305, 268, 72 
Accrued interest, taxes, insurance, etc 2, 365, 063. 62 
Dealers' deposits 699, 194, 50 
Unpaid installments, 1927 income tax 671, 969, 80 
Reserve for income tax, Jan, 1 to June 30 617, 206, 20 
Reserve for price reductions 231, 836, 10 
Reserve for contingencies 871, 657. 75 

Total 1 19,762,195.59 

Net assets 107, 763, 756. 34 
Deduct funded debt assumed: 

5- percent serial notes $2, 750, 000 
6- percent gold debentures 56, 705, 000 

59, 455, 000. 00 

Balance applying to common stock issued 48, 308, 756. 34 
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Adjustment of assets to agree with stated value assigned to common 
stock issued in consideration.—The consideration given for the assets 
of Dodge Bros., Inc, consisted of 1,253,557 shares of Chrysler Corpo
ration common stock and the assumption of the liabUity for the pay
ment of the principal of, and interest on, funded debt of the Dodge 
company outstandhig in. tbe amount of $59,455,000. On the books 
of Chrysler Corporation a value of $14,896,276.09 was assigned to the 
shares of common stock delivered. Adding the latter sum to the 
funded debt assumed it is determined that the net a.nioimt of Dodge 
assets were recorded on the books of Chrysler Corporation at a value 
of $74,351,276.09. The same assets were carried by the Dodge com
pany at a value of $107,763,756.34, or in an amount of $33,412,480.25 
in excess of that recorded by Chrysler Corporation. The difference 
between the two valuations was written off by decreasing the value 
of certain assets as shown by the following statement: 

Write-down of the ledger value of ihe net a,sse/s as carried on the books of Dodge 
Bros., Inc. 

Ledger value (as carried by Dodge Bros,, Inc.) of net assets de
livered July 30, 1928 $48, 308, 756. 34 

Write-down and adjustments: 
Revaluation of plant investment $10, 000, 000. 00 
Revaluation of tools, dies, jigs, etc 5, 400, 000. 00 
Reserve for inventories 5, 544, 993. 50 
Reserve for changes in Dodge plant 5, 000, 000, 00 
Reserve for cancelation of commitments-- 850, 000, 00 
Write-oft- good-n'ill 1. 00 
Write-off investment in Graham Bros, 

i-eprefsented by goodwiU 7, 926, 326, 34 

Total write-down 34, 721, 319. 84 

Deduct: 
Adjustment of prepaid group insurance 61, 109. 77 
Adjustment of accrued insurance 103, 335, 87 
Adjustment of prepaid and accrued taxes.- 1, 144, 393. 95 

Total 1, 308, 839, 59 
Reduction in ledger value of net a.ssets acquired from Dodge 

Bros., Inc 33, 412, 480. 25 

Adjusted ledger value of net assets acquired and stated value of 
Chrysler Corporation common stock issued in consideration- - 14, 896, 276. 09 

SECTION 4. INVESTMENT, PROFITS, AND RATES OP RETURN 

Consolidated operations excluding foreign subsidiaries and sales 
branches.—Description of the investment, profits, and rates of return 
referred to herein are those pertaining to the operation of the Chrysler 
Coi"i30i'ation Qiarent company), the sales promotion companies, 
Chrysler Export Corporation and Chrysler Motors of Cahfornia. 
These operations pertain more specifically to the United States plants 
and do not include the manufacture and sale of products from the 
Canadian and foreign plants nor sales branches operations, except as 
products are sold from the United States plants to the Canadian and 
foreign subsidiaries and sales branches. 

A summary of the investment, profits, and rates of return is shown 
on page 567. This summary shows the investment on three bases, 
namely, the total investment employed, the total stockholders' hivest
ment, and the total hivestment in the motor vehicle business after ex
cluding outside investments. 
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The investment and profits shown in this table represent the revised 
investment and profits as determined by the Commission's account
ants. The total investment in the busmess consists of the stated value 
of the common stock and the preferred stock, the miappropriated 
earned and capital surpluses, the surplus reserves, the reserves for 
Federal mcome ta.x pajnnents and for State incom^e tax payments, and 
all borrowed money except trade notes, including dealer and distribu
tor deposits. The stockholders' investment consists of the common 
and preferred stock, unappropriated earned aud capital surpluses, 
surplus reserves, and reserve for Federal and State mcom.e taxes. The 
investment in the so-called motor vehicle business represents the total 
hivestment, less investments in securities of other conipanies and prop
erties not used in the motor-vehicle business. 

The last mentioned hivestment, while designated as the motor-ve
hicle business, however, includes the manufacture and sale of indus
trial and marine engines and air-conditioning eqiui^ment. I t was not 
practical to segregate these operations, but, they constitute only a 
minor part of the total. 

The property not used in the motor vehicle business consisted largely 
of the last unimproved river front site on the River Rouge. The Great 
Lakes Steel Co. holds an option on this site at an increasing rental as 
the option is extended. 'This property came mto possession of the 
Chrysler Corporation through acquisition of the jiroperty and assets 
of Dodge Bros., Inc. 

The average of the investment at -the beginning and end of the yea,r 
was employed to determine tbe yearly average investment except v>dth 
regard to funded debt and bank loans. The latter were averaged on 
the basis of the monthly balances at the end of each month. 

The reserves for Federal and State income-tax pa3mients were in
cluded in the investment for the reason that the investment was re
lated to the profit before the deduction of provisions for such taxes. 
The reserves were included for another reason; viz., that provisions 
for the reserves were not considered as deductions before the deter-
nunation of net income. 

The revised investment in each of the three forms used for comput
ing the rates of return required also the elimination of the ledger value 
of appreciation in the assets which in this case occurred with respect 
to the item of goodwiU. The ledger value of the Maxwell Co. assets 
included an item of $25,000,000 for goodwill and this sum got into the 
books of Chrysler Corporation when the assets were taken over. Evi
dence is lacking as to the origin of this amount on the Maxwell Co. 
books. The Chrysler Corporation did not depreciate this goodwill 
during the period from 1926 to up 1932 in v/liicli j-ear i t wrote down 
the amount of goodwdll to $1. The decision to deduct the average 
amount of good-will from the capital employed was partially based on 
the action of the directors and stockholders in deducting goodwill 
from capital employed when computing the amount of net earnings 
in the corporation that was set aside for bonuses to officers and execu
tives. Stated in the words of the minutes of the annual meeting of 
the stockholders, dated AprU 16, 1929, the amounts set aside for the 
latter purposes— 

* * * shall not exceed for said year 6K percent of the net earnings of the cor
poration for that year determined after deducting an amount equal to 7 percent 
of the capital, surplus, and undivided profits of the corporation (after deducting 
from said capital, surplus, and said undivided profits, good-5vill of tlie corporation), 
as shown bv the books of the corporation at the beginning of the year * * *. 
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Dealer de-posits.—The hiclusion of dealer deposits in the investment 
•employed in the business was referred to in describing the investment. 
With regard to dealer deposits, the treasurer of Chrysler Corporation 
advised that until a few years ago, i t was generally standard practice 
in the motor-vehicle industry to require the dealer to place a cash 
deposit -with the manufacturer. The deposit was intended as a cush
ion against open account parts shipments, freight advances, or other 
advances made by the manufacturer for the dealer. The deposits 
usually were figured as nearly as possible at so much a car on the num
ber of cars specified in the dealer's contract. A Clirjrsler Corporation 
dealer's contract for any number of cars from 1 to 99, inclusive, called 
for a deposit of $250, 100 to 299 cars, $500, and 300 cars and up, 
S1,000. 

The Chrysler Corporation retained the privilege in connection with 
the deposits that in case of the severance of relations, the deposit 
might be apphed against any unpaid dealer indebtedness. The dealer 
was paid interest once a year on the balance of the deposit at the rate 
of 6 percent per annum. The corporation stated that the pohcy of 
requh'ing dealer deposits as a practice was discontinued in 1933, 
simply because i t seemed the desirable tlung to do. 

A summary of the yearly average investment, the net profits, and 
rates of return follows: 
TABLE 44.— Chrysler Corporation—investment, profits, and rates of return on the 

investment applying to the consolidated operations, excluding foreign subsidiaries 

and sales branches, 1927 to 1937, inclusive 

Averfî ^c Investment: 
1927 
1928 
1929 
1930 
1931 
1932.. 
19,33 
1934... 
1935 
1938... 
1937 

11-year annual average 

•Revised yearly net profits, before income taxes: 
1927 
1928: 
1929 
1930 
1931 
1932 
1933 
1934... 
1935 
1936 
1937 

ll-year annual average 

Hates of return: 
1927.... _ 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 

U-year annual average 

' Loss. 

To ta l 
U n i t e d States 

oiieratinns 
investment 

To ta l 
stockholders' 
investment 

Tota l 
motor-velncle 

investment 

$58,346,836 
114,6,=i9,139 
164,066,356 
161, 685, 476 
139,356, 275 
128,470, 694 
123,049, 093 
125,044,709 
127, 207, 291 
133, 630,142 
143, 374, 297 

$50, 603,164 
83,184, 722 

100, 46S, 350 
101,412,430 
92, 052, 905 
84, 220, 926 
81, 245, 646 
87, 442, 350 

105, 838,193 
130, 290, 518 
143,367,482 

.$4,5, 527,468 
93,716, 608 

140,390,505 
120, 732, 827 
104, 599, 322 
92, 886, 543 
86, 841,711 

101,871,097 
109, OSO, 307 
107, 466, 270 
113,482,612 

128, 210,824 97, 695,940 m, my,033 

26,311,692 
38, aSJ), 067 
30,303, 365 
1,537,716 
6, 072, 873 

1 7,168, 517 
18, 366, 983 
14, 290, 662 
51,175,266 
81, 629, 463 
69, 862, 984 

26,173, 339 
37, 267, 649 
26,923,966 

I 1,498, 273 
3, 234,195 

1 9, 826,035 
15, 835,969 
11,981, 630 
50, 291, 487 
81, 558, 268 
09, 862, 575 

26,049,884 
38, 509,367 
29,970,254 

771,214 
6, 315,123 
9, 056, 937 

17, 751, 435 
12, 400, 280 
50, 095,378 
80,016, 244 
67,452,719 

30,112, 496 28,345.824 29, 024, 906 

Percent 
45,10 
33.89 
18.47 

1.01 
4.36 

' 5. 68 
14.93 
11.43 
40. 23 
61. 09 
48.73 

Percent 
46.24 
44.80 
25.29 
1 1.48 

3. 51 
1 11.67 

19.49 
13.70 
47.52 
62.60 
48.73 

Percent 
67,22 
41,09 
21.36 

.64 
6. OS 

1 9.75 
20.44 
12.17 
45.93 
74.46 
59.44 

23.49 29.04 28.59 
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Comparison of rates of return on the various bases of investment.—As 
indicated in the preceding table, the 11-year average rate of return 
on the total investment in the United States operations was 23.49 
percent and the rate of return on the stockholders' investment was 29.04 
percent. The dift'erence in rate of return was caused by the borrowed 
money -with a rate of interest lower than the average for the total 
bushiess. More specifically, borrowed money in no instance cost the 
corporation more than 6 percent durhig this period. However, the 
average of the earning on the total investment was 23,49 percent, and 
after dediicthig borrowed money and interest paid on borrowed money, 
the rate of return on the stockholders' investment in -the business 
increased from the average on total investment to 29.04 percent for 
the stockholders' investment. The investment in the motor-vehicle 
business after deducting outside investments and the income thereon, 
but including borrowed money, resulted in the rate of return of 28.59 
percent on the hivestment in the motor-vehicle business. This rate 
varied only slightly from the stockholders' investment. 

Trends of rates of return.—As indicated hy the summary of rates of 
return, the rates on each of the three bases showed a -wide variation 
from year to year. This was due primarily to the fluctuations in the 
net income from the business. 

As sho-wn, the 11-year amiual average rate of return on the total 
investment in the United States operations was 23.49 percent. This 
average rate resulted from rates of return varying from a gain, of 61.09 
percent in 1936 to a low of a loss of 5.58 percent hi 1932, Attention 
is directed to the trend of the rates of return. Starting with a return 
of 45.10 percent in 1927, the rate steadily decreased with the exception 
of a slight upturn in 1931 until the low of a loss of 5,58 percent was 
reached hi 1932. From that point, the return increased to a profit 
of 14.93 percent in 1933 and then dipped to 11,43 percent in 1934. 
In 1935, the return again showed a substantial increase and the maxi
mum rate for the period was reached in 1936 when a return of 61.09 
percent was obtahied. The return again declhied in 1937 from the 
1936 maximum, however, the return of 48,73 percent was higher, 
except for 1936, than any previous year during the period from 1927 
to 1937, inclusive. 

The decline in the rate of return in 1937 as compared with 1936, 
occurred even though the dollar volume of sales in 1937 exceeded the 
1936 sales. The decrea,se in rate of return earned was prhnarUy 
caused by an increased investment clue to 1936 earnings retained^ia 
the business that may not have been employed at the maximum rate 
of profit of most of the investment a.nd a decline in net profits, some 
portion of which was caused by an increase in the cost of labor and 
materials. 

The rates of return on the stockholders' investment and the invest
ment in the motor-vehicle bushiess, while not identical -with those 
on the total investment, nevertheless followed the same trend as the 
return on the total investment. 

Summary of investment and effect of the investment and profits on 
rates of return.—The component parts of the total average investment 
at the beginning and end of the year employed by the Chrysler 
Corporation in the United States motor-vehicle operations during 
the years 1927 to 1937, inclusive, are shown in the summary table 45. 
In general, this summary is self-explanatory. However, the more 
important changes in the investment wdll be briefly commented upon. 
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For example, the average par or stated value of the common stock 
increased from $34,494,000 in 1927 to _ $73,509,000 in 1930. This 
increase is largely accounted for by the issuance of common stock as 
part of the consideration given for the property and assets of Dodge 
Brothers, Inc., and by the issue a.nd sale to stockholders of 449,235 
shares at $57.50 per share in 1928. The latter transaction is referred 
to on page 581, and as there indicated, a large portion of the net amount 
realized from the sale of these shares was employed to retire the pre
ferred stock. The ledger value of the common stock was restated 
durmg 1932 and more than $51,000,000 of ledger value was transferred 
to capital surplus. Subsequently, $24,999,999 of capital surplus was 
transferred to reserve for writhig do-wn the goodwill to $1. 

The other principal changes in the average investment occurred in 
the earned surplus and surplus reserve accounts. The surplus account 
variation reflected the amount of profit or loss added to or deducted 
from surplus. 

The total investment employed hi the busmess also reflected the 
increase or decrease in the outstanding amount of borrowed money. 
As shown on page 561, the corporation assumed the funded debt of 
Dodge Bros., Inc., when acquiring the property and assets. This 
funded debt was reduced from time to time a.nd entirely paid off' 
during 1935. The effect on the average investment from pajdng off 
the borrowed money is not noticeable to any great degree because an 
increase in surplus from earnings usuaUy preceded the retirement 
of funded debt. 

TABLE 45.—Chrysler Corporation—S-um-mary of investments applying to the con
solidated operations excluding foreign subsidiaries and sales branches—1927 to-
1937, inclusive 

Ca]ntal stocks: 
Common stock'. 
Preferred stock. 

Total. . : 
Capital surplus 
Earned surplus 
Surplus reserves 
Reserve for Federal and State 

income taxes 

Total stockholders' in
vestment unrevised... 

Deduct: 
Appreciation—Goodwill., 

Stockholders' investment 
as revised 

Borrowed money 
Dealer deposits 

Total investment as 
revised 

Deduct: Outside investments: 
Marketable securities 
Investment in subsidiaries 

entirely owned (not 
consolidated) 

Investments in subsidi
aries not entirely owned. 

Loans to Chrysler Cor
poration Management 
Trust... 

1927 

$34,494, 002 
21,534,647 

56, 028, 649 

21, 479, 489 
1,411,663 

2, 683, 363 

81, 603,104 

25, 000, 000 

56, 603,164 
1, 484, 000 

259, 671 

58, 346, 835 

6, 891, 088 

6, 427, 680 

1928 

$53, 468, 634 
10, 785, 700 

64, 254, 234 

37, 362, 259 
3, 067, 624 

3,500, 705 

108,184, 722 

25,000,000 

83, 184,722 
SO, 665, 666 

808,751 

114,669, 139 

8,854, 264 

9,301,558 

1929 

$73, 042,679 

73, 042, 679 

50, 111,029 
5,290,455 

3,024,187 

131, 468, 350 

26, 000, 000 

100, 408, 350 
56,196, 582 
1, 401, 424 

164,066,356 

5, 780, 398 

10,987,891 

.573, 509, 592 

73, 509, 592 

46, 837, 822 
4,951,811 

1,113, 205 

126,412,430 

25, 000,000 

101,412,430 
49, 061, 167 
1,211,879 

161,685,476 

13,162,972 

9, 213, 823 

$73,192,659 

73,192, 659 

39, B65, 979 
3,968, 662 

36,705 

117, 052, 905 

25, 000, 000 

92, 052, 905 
46, 409, 500 

893, 870 

139, 356, 275 

18, 611, 537 

7, 254, 949 

1,749,073 3,289,073 3,376,843 3,640,668 

1932 

$47,484,848 

47,484,846 
12, 661. 022 
32,513, 337 
4,018, 495 

43, 226 

90,720,923 

12,500, OOO 

84, 220, 926 
43,438,166 

811,602 

128,470,694 

19,665, ISO 

6,790,767 

171233—39- -38 
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T A B L E 45.—Chrysler Corpora t ion—Simmiary of investments a p p l y i n g to the con
solidated operations excluding f o r e i g n subsidiaries and sales branches—1927 to 
1937, i nc lu s ive—Cont inued 

1927 1928 1929 1930 1031 1932 

Deduct outside investments— 
Continued. 

Real estate not used in • 
operations. . . . 

Miscellaneous . . 

Total outside invest
ments 

Investment in motor-vehicle 
business revised 

$500,709 
$2,143, 549 

043,170 
$4, 2S6,373 

872,116 
84, 309, 070 

987,711 
$4,307,062 
1, 206, 572 

$4, 323, 228 
1, 258,308 

Deduct outside investments— 
Continued. 

Real estate not used in • 
operations. . . . 

Miscellaneous . . 

Total outside invest
ments 

Investment in motor-vehicle 
business revised 

12,819,377 20, 942, 531 23, 675, 851 30,962,649 34,756,953 35, 684,151 

Deduct outside investments— 
Continued. 

Real estate not used in • 
operations. . . . 

Miscellaneous . . 

Total outside invest
ments 

Investment in motor-vehicle 
business revised 45, 527, 4,58 93, 716, 60S 140,390, 505 120, 732,827 104, 599, 322 92, 886, 643 

Capital stocks: 
Common stock. 
Preferred stock. 

,$21,827, 170 

Total 
Capital surplus 
Earned surplus 
Surplus reserves 
Reserve for Federal and 

taxes 
State income 

Total stockholders' investment un
revised 

Deduct: 
Appreciation—Goodwill 

stockholders' investment as revised.. 
Borrowed money 
Dealer deposits 

Total investment as revised 
Deduct: Outside investments: 

Marketable securities 
Investment in subsidiaries entirely 

owned (not consolidated) 
Investments in subsidiaries not en

tirely owned 
Loans to Chrysler Corporation 

Management Trust . . . 
Real estate not used in operations 
Miscellaneous 

Total outside investments.. 

Investment in motor-vehicle business 
revised 

1933 

$21, 768,037 

21,827,170 
24, 775,836 
30,393,937 
3, 264, 681 

984, 022 

81, 245, 546 

81, 246, 540 
41, 353, 260 

460, 297 

123, 049, 093 

21,948, 338 

5, 528,303 

3, 479, 832 
3, 540, 529 
1, 719, 380 

36, 207, 382 

., 841,711 

1934 

$21, 695, 285 

21, 768, 037 
24,165, 019 
36,336, 876 
3, 38G, 996 

1, 785, 422 

87, 442, 350 

87, 442, 360 
37, 567, 500 

44,859 

12,'i, 044, 709 

9, 823, 636 

6, 299, 986 

179,127 

3, 231, 336 
2, 741, 674 
1, 892, 854 

23,173, 612 

101, 871, 097 

1935 

$21, 720, 792 

21, 096, 285 
24, 029, 592 
51,410,299 
3, 626, 747 

5, 076, 270 

105,838, 193 130,290,518 

105,838,193 
21, 363, 253 

5, 846 

127, 207, 291 

4,152, 501 

6, 373, 381 

590, 457 

2, 410,784 
2, 701,187 
1, 898, 674 

18, 126,984 

109,080,307 

1930 

21, 726, 792 
24, 662, 241 
68, 728,90S 
4, 228, 628 

10,914, 049 

130, 290, 518 
3, 333, 334 

6,290 

133,030,142 

11,230,997 

7,896,308 

878,278 

1, 209,810 
2, 661, 538 
2,280,941 

20,163, 872 

107, 466, 270 

1937 

$21,773,807 

21,773.807 
25, 328, 799 
70.281,644 
7,080,910 

12,302,422 

143,367, 482 

143, 367, 482 

' 6 , " 8 1 5 

143,374,297 

12, 446,031 

10,668,064 

993, 791 

646,854 
2, 620,323 
2, 617,622 

29,891,635 

113,482,612 

As shown by the preceding table, the total investment increased 
from $58,346,000 in 1927, as revised, to a lugh of $164,066,000 in 1929. 
From that point, it steadily decreased until the lowest hivestment of 
$123,049,000 was_ recorded in 1933. In 1934, hivestment was 
$125,044,000 and increased during each of the foUo-ndng years untU 
it amounted to $143,374,000 in 1937. The net profit before provision 
for payment of Federal and State income taxes, was $26,173,339 in 
1927 and $37,267,549 in 1928. _ During the period from 1927 to 1937, 
inclusive, a loss was recorded in only 2 years, and the average profit 
per year for the 11-year period was $28,345,824 per year before pro
vision for income taxes, and $24,213,767 after income taxes. From 
1933 to 1937, the profits were substantial in each year and reached a 
maximum of $81,558,258 on an investment of $130,290,518 in 1936. 
During that year, the rate of profit on the investment in the operations 

Ml. 
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was 61.09 percent. The return on the stocldiolders' investment was 
62.6 percent and from the motor-velucle investment 74.46 percent. 
The rate of returned earned during 1937, whUe substa,ntial, was 
considerably less than 1936 because of increased cost of materials and 
labor. The rate of return on the total investment in 1937 was 48.73 
percent, for the stocldiolders' investment 48.73 percent, and for the 
motor-vehicle investment 59.44 percent. 

The enormous earning power of the Chi-ysler Corporation, both as 
to aggregate and as to rate of return, is illustrated by the fact that the 
corporation's profits before provisions for Federal and State income 
taxes amounted to $311,804,060 during the 11 years 1927 to 1937, 
inclusive. The earning power is further demonstrated by the fact 
that the corporation earned a rate as high as 61.09 percent in 1 year, 
including investments in securities, and that the average yearly rate 
of return for the 11 years was 23,49. From its manufacturing 
operations, excluding investments in securities and outside invest
ments, the corporation earned as high as 74.46 percent in 1 year and 
the average yearly rate of return for the 11 years was 28,59 percent. 

SECTION 5. CONSOLIDATED BAL.ANCE SHEET (EXCLUDING FOREIGN 
SUBSIDIARIES AND SALES BRANCHES) AND BALANCE SHEET A C 
COUNTS 

Comparative balance sheets for years 1926 to 1937, inclusive.—A 
comparative consolidated balance sheet for the Chrysler Corporation, 
exclusive of foreign subsidiaries and retail branches, is presented by 
the next summary, designated as table 46, This balance sheet includes 
the assets ancl liabilities of the Chrysler Corporation (parent com
pany), the sales-promotion companies (Chrysler Sales Corporation, 
De Soto Motor Corporation, Dodge Bros, Corporation, Plymouth 
Motor Corporation and Chrysler Motor Parts Corporation, Clu-ysler 
Export Corporation, etc.), and Chrysler Motors of California. I t 
does not include the wholesale and retail distribution branches o-wned 
by Chrysler Corporation, nor the Canadian and European subsidiaries 
except the parent coinpany investment in securities of these sub
sidiaries. 

This balance sheet should not be confused with the consolidated 
balance sheet of Chrysler Corporation, which includes the assets and 
liabilities of foreign subsidiaries, wholesale and retail branches, and 
subsidiaries engaging in activities other than motor-vehicle manu
facture and sale. This inquiry is principally concerned -wdth the 
manufacture and sale of motor vehicles to distributors and dealers in 
the United States. For this reason the present and principal dis
cussion in this section will deal with those operations. However, the 
consolidated statements -v\dll be shown in condensed form in the latter 
part of this chapter. 



TABLE 46.—Chrysler Corporation consolidated balance sheet, excluding foreign subsidiaries and sales branches, 1926 to 19S7, inclusive 

1926 1927 1928 1929 1930 1931 

ASSETS 
Current assets: 

Cash OQ hand and on deposit $8,294,908.04 
7, 820,698.95 
3,483, 775, 33 
3,066, 465, 86 
' 103, 034. 83 

14, 272. ,392. 41 
» 357, 916, 29 

$16,821,520.24 
15, 276,106. 71 
1,840,331. 54 
1, 350,186. 54 
' 138,084,05 

13, 435, 639. 68 
' 274, 302. 87 

$48,413,660, 29 
3,719,553.88 
5, 915, 307. 38 
3, 471, 612. 31 

1 88, 033, 94 
39,845,692, 75 
1 2, 226, 698, 00 

$35, 619, 265,97 
1, 709,147, 64 
4,946, 202. 42 
5,428, 764. 20 
1 225,146. 26 

33, 224,678. 82 
' 1,487,072.05 

$31,217,461. 06 
9,478,429.66 
2, 266,925.09 
1,596,756. 38 
1 175,146. 26 

24, 449, 502. 22 
1 1,403,920.13 

$20,467,636.79 
27,050, 538. 53 
1.912,698. 66 
1,077,360. 85 
' 157,583.68 

21,500, 297. 27 
1 1,602,321.31 

Marketable securities at cost 
$8,294,908.04 
7, 820,698.95 
3,483, 775, 33 
3,066, 465, 86 
' 103, 034. 83 

14, 272. ,392. 41 
» 357, 916, 29 

$16,821,520.24 
15, 276,106. 71 
1,840,331. 54 
1, 350,186. 54 
' 138,084,05 

13, 435, 639. 68 
' 274, 302. 87 

$48,413,660, 29 
3,719,553.88 
5, 915, 307. 38 
3, 471, 612. 31 

1 88, 033, 94 
39,845,692, 75 
1 2, 226, 698, 00 

$35, 619, 265,97 
1, 709,147, 64 
4,946, 202. 42 
5,428, 764. 20 
1 225,146. 26 

33, 224,678. 82 
' 1,487,072.05 

$31,217,461. 06 
9,478,429.66 
2, 266,925.09 
1,596,756. 38 
1 175,146. 26 

24, 449, 502. 22 
1 1,403,920.13 

$20,467,636.79 
27,050, 538. 53 
1.912,698. 66 
1,077,360. 85 
' 157,583.68 

21,500, 297. 27 
1 1,602,321.31 

Drafts aeainst car shipments, __ 

$8,294,908.04 
7, 820,698.95 
3,483, 775, 33 
3,066, 465, 86 
' 103, 034. 83 

14, 272. ,392. 41 
» 357, 916, 29 

$16,821,520.24 
15, 276,106. 71 
1,840,331. 54 
1, 350,186. 54 
' 138,084,05 

13, 435, 639. 68 
' 274, 302. 87 

$48,413,660, 29 
3,719,553.88 
5, 915, 307. 38 
3, 471, 612. 31 

1 88, 033, 94 
39,845,692, 75 
1 2, 226, 698, 00 

$35, 619, 265,97 
1, 709,147, 64 
4,946, 202. 42 
5,428, 764. 20 
1 225,146. 26 

33, 224,678. 82 
' 1,487,072.05 

$31,217,461. 06 
9,478,429.66 
2, 266,925.09 
1,596,756. 38 
1 175,146. 26 

24, 449, 502. 22 
1 1,403,920.13 

$20,467,636.79 
27,050, 538. 53 
1.912,698. 66 
1,077,360. 85 
' 157,583.68 

21,500, 297. 27 
1 1,602,321.31 

Notes and accounts receivable 

$8,294,908.04 
7, 820,698.95 
3,483, 775, 33 
3,066, 465, 86 
' 103, 034. 83 

14, 272. ,392. 41 
» 357, 916, 29 

$16,821,520.24 
15, 276,106. 71 
1,840,331. 54 
1, 350,186. 54 
' 138,084,05 

13, 435, 639. 68 
' 274, 302. 87 

$48,413,660, 29 
3,719,553.88 
5, 915, 307. 38 
3, 471, 612. 31 

1 88, 033, 94 
39,845,692, 75 
1 2, 226, 698, 00 

$35, 619, 265,97 
1, 709,147, 64 
4,946, 202. 42 
5,428, 764. 20 
1 225,146. 26 

33, 224,678. 82 
' 1,487,072.05 

$31,217,461. 06 
9,478,429.66 
2, 266,925.09 
1,596,756. 38 
1 175,146. 26 

24, 449, 502. 22 
1 1,403,920.13 

$20,467,636.79 
27,050, 538. 53 
1.912,698. 66 
1,077,360. 85 
' 157,583.68 

21,500, 297. 27 
1 1,602,321.31 

$8,294,908.04 
7, 820,698.95 
3,483, 775, 33 
3,066, 465, 86 
' 103, 034. 83 

14, 272. ,392. 41 
» 357, 916, 29 

$16,821,520.24 
15, 276,106. 71 
1,840,331. 54 
1, 350,186. 54 
' 138,084,05 

13, 435, 639. 68 
' 274, 302. 87 

$48,413,660, 29 
3,719,553.88 
5, 915, 307. 38 
3, 471, 612. 31 

1 88, 033, 94 
39,845,692, 75 
1 2, 226, 698, 00 

$35, 619, 265,97 
1, 709,147, 64 
4,946, 202. 42 
5,428, 764. 20 
1 225,146. 26 

33, 224,678. 82 
' 1,487,072.05 

$31,217,461. 06 
9,478,429.66 
2, 266,925.09 
1,596,756. 38 
1 175,146. 26 

24, 449, 502. 22 
1 1,403,920.13 

$20,467,636.79 
27,050, 538. 53 
1.912,698. 66 
1,077,360. 85 
' 157,583.68 

21,500, 297. 27 
1 1,602,321.31 

Inventories _ _ _ _ 

$8,294,908.04 
7, 820,698.95 
3,483, 775, 33 
3,066, 465, 86 
' 103, 034. 83 

14, 272. ,392. 41 
» 357, 916, 29 

$16,821,520.24 
15, 276,106. 71 
1,840,331. 54 
1, 350,186. 54 
' 138,084,05 

13, 435, 639. 68 
' 274, 302. 87 

$48,413,660, 29 
3,719,553.88 
5, 915, 307. 38 
3, 471, 612. 31 

1 88, 033, 94 
39,845,692, 75 
1 2, 226, 698, 00 

$35, 619, 265,97 
1, 709,147, 64 
4,946, 202. 42 
5,428, 764. 20 
1 225,146. 26 

33, 224,678. 82 
' 1,487,072.05 

$31,217,461. 06 
9,478,429.66 
2, 266,925.09 
1,596,756. 38 
1 175,146. 26 

24, 449, 502. 22 
1 1,403,920.13 

$20,467,636.79 
27,050, 538. 53 
1.912,698. 66 
1,077,360. 85 
' 157,583.68 

21,500, 297. 27 
1 1,602,321.31 

$8,294,908.04 
7, 820,698.95 
3,483, 775, 33 
3,066, 465, 86 
' 103, 034. 83 

14, 272. ,392. 41 
» 357, 916, 29 

$16,821,520.24 
15, 276,106. 71 
1,840,331. 54 
1, 350,186. 54 
' 138,084,05 

13, 435, 639. 68 
' 274, 302. 87 

$48,413,660, 29 
3,719,553.88 
5, 915, 307. 38 
3, 471, 612. 31 

1 88, 033, 94 
39,845,692, 75 
1 2, 226, 698, 00 

$35, 619, 265,97 
1, 709,147, 64 
4,946, 202. 42 
5,428, 764. 20 
1 225,146. 26 

33, 224,678. 82 
' 1,487,072.05 

$31,217,461. 06 
9,478,429.66 
2, 266,925.09 
1,596,756. 38 
1 175,146. 26 

24, 449, 502. 22 
1 1,403,920.13 

$20,467,636.79 
27,050, 538. 53 
1.912,698. 66 
1,077,360. 85 
' 157,583.68 

21,500, 297. 27 
1 1,602,321.31 

To ta l 

$8,294,908.04 
7, 820,698.95 
3,483, 775, 33 
3,066, 465, 86 
' 103, 034. 83 

14, 272. ,392. 41 
» 357, 916, 29 

$16,821,520.24 
15, 276,106. 71 
1,840,331. 54 
1, 350,186. 54 
' 138,084,05 

13, 435, 639. 68 
' 274, 302. 87 

$48,413,660, 29 
3,719,553.88 
5, 915, 307. 38 
3, 471, 612. 31 

1 88, 033, 94 
39,845,692, 75 
1 2, 226, 698, 00 

$35, 619, 265,97 
1, 709,147, 64 
4,946, 202. 42 
5,428, 764. 20 
1 225,146. 26 

33, 224,678. 82 
' 1,487,072.05 

$31,217,461. 06 
9,478,429.66 
2, 266,925.09 
1,596,756. 38 
1 175,146. 26 

24, 449, 502. 22 
1 1,403,920.13 

$20,467,636.79 
27,050, 538. 53 
1.912,698. 66 
1,077,360. 85 
' 157,583.68 

21,500, 297. 27 
1 1,602,321.31 

To ta l 36, 476, 349. 48 48,311,397.79 99,050,994, 67 79, 215,730. 74 67,430,008.61 70,248, 522. 22 

Investments and other assets: 
Real estate not used i n the business _ 

36, 476, 349. 48 48,311,397.79 99,050,994, 67 79, 215,730. 74 67,430,008.61 70,248, 522. 22 

Investments and other assets: 
Real estate not used i n the business _ 4,287,098,20 

782,030. 81 
4,285,648. 20 

962, 200. 62 
3, 498,146. 91 

4,332,493. 47 
1,013,220. 78 
3,080,000.00 

4, 321, 611. 93 
1, 399,924.16 
3, 073, 686.44 

Sundry investments aud miscellaneous accounts 497,108. 30 504,310.48 
4,287,098,20 

782,030. 81 
4,285,648. 20 

962, 200. 62 
3, 498,146. 91 

4,332,493. 47 
1,013,220. 78 
3,080,000.00 

4, 321, 611. 93 
1, 399,924.16 
3, 073, 686.44 Advances to Chrysler management t r u s t s . . . . __. 

497,108. 30 504,310.48 
4,287,098,20 

782,030. 81 
4,285,648. 20 

962, 200. 62 
3, 498,146. 91 

4,332,493. 47 
1,013,220. 78 
3,080,000.00 

4, 321, 611. 93 
1, 399,924.16 
3, 073, 686.44 

To ta l 

4,285,648. 20 
962, 200. 62 

3, 498,146. 91 

4,332,493. 47 
1,013,220. 78 
3,080,000.00 

4, 321, 611. 93 
1, 399,924.16 
3, 073, 686.44 

To ta l 497, 108. 30 504,310.48 5,069,129.01 8,745,995. 73 8,425, 714. 25 9,395, 222. 63 

Investments i n and accounts w i t h who l ly owned subsidiaries 

497, 108. 30 504,310.48 5,069,129.01 8,745,995. 73 8,425, 714. 25 9,395, 222. 63 

Investments i n and accounts w i t h who l ly owned subsidiaries 3, 272, 763, 09 
• 169. 50 

7, 582, 408. 29 
311. 50 

11,020, 708.43 
501, 695, 88 

10, 955, 074. 71 7,472,571.37 
100, 228. 92 

7,037, 328. 38 
039.94 

Property, plant, and equipment: 
•Land, buildings, machinerv, equipment, and dies 

3, 272, 763, 09 
• 169. 50 

7, 582, 408. 29 
311. 50 

11,020, 708.43 
501, 695, 88 

7,472,571.37 
100, 228. 92 

7,037, 328. 38 
039.94 

Property, plant, and equipment: 
•Land, buildings, machinerv, equipment, and dies 34, 283, 319. 93 

10, 709, 821. 05 
34, 352, 623.12 
12, 820, 236. 42 

12.5,476,384.84 
43, 251, 314,17 

127,013,663.34 
46, 544,124. 64 

122,726,453. 88 
61,563,444.33 

120, 902,869. 02 
58,193, 757.81 Less reserves for depreciation 

34, 283, 319. 93 
10, 709, 821. 05 

34, 352, 623.12 
12, 820, 236. 42 

12.5,476,384.84 
43, 251, 314,17 

127,013,663.34 
46, 544,124. 64 

122,726,453. 88 
61,563,444.33 

120, 902,869. 02 
58,193, 757.81 

T o t a l . _. _ 

34, 283, 319. 93 
10, 709, 821. 05 

34, 352, 623.12 
12, 820, 236. 42 

12.5,476,384.84 
43, 251, 314,17 

127,013,663.34 
46, 544,124. 64 

122,726,453. 88 
61,563,444.33 

120, 902,869. 02 
58,193, 757.81 

T o t a l . _. _ 23, 573, 498. 93 21, 632, 386, 70 82, 225,070, 67 80,469,428.80 71,163, 009. 55 62,709,111. 21 

Goodwill . . . 

23, 573, 498. 93 21, 632, 386, 70 82, 225,070, 67 80,469,428.80 71,163, 009. 55 62,709,111. 21 

Goodwill . . . 25,000,000. 00 
388, 761, 60 

25,000,000,00 
363,334, 58 

25, 000, 000.00 
1, 729, 236. 60 

25,000, 000. 00 
1,803,184. 53 

25,000, 000. 00 
2,182,634,14 

2,5,000,000,00 
2,013,534. 22 neferred; Prepaid taxes, insurance, e tc . . . . . . . 

25,000,000. 00 
388, 761, 60 

25,000,000,00 
363,334, 58 

25, 000, 000.00 
1, 729, 236. 60 

25,000, 000. 00 
1,803,184. 53 

25,000, 000. 00 
2,182,634,14 

2,5,000,000,00 
2,013,534. 22 

Tota l assets.. 

25,000,000. 00 
388, 761, 60 

25,000,000,00 
363,334, 58 

25, 000, 000.00 
1, 729, 236. 60 

25,000, 000. 00 
1,803,184. 53 

25,000, 000. 00 
2,182,634,14 

2,5,000,000,00 
2,013,534. 22 

Tota l assets.. 89, 208, 640, 80 103,294, 149.34- 224, 595,835. 2B 206,189,414.61 181,780,166.84 176,404,358. 50 

LIABILITIES 
C u n e n t l iabil i t ies; 

Accounts payable and accrued pay rolls . . 

89, 208, 640, 80 103,294, 149.34- 224, 595,835. 2B 206,189,414.61 181,780,166.84 176,404,358. 50 

LIABILITIES 
C u n e n t l iabil i t ies; 

Accounts payable and accrued pay rolls . . 6, 277, 345. 92 
502, 2,63. 69 

2, 158,690. 57 
262, 294. 27 

2, 492, 066. 75 

6, 482, 364i 54 
143,039. 33 

3, 208,036, 98 
257, 048.00 

2, 534, 623. 00 

23,763,671.64 
1,849,986.31 
3, 793, 375. 23 
1, 360, 454, 08 

13,066,296,79 
779, 796. 28 

2, 256, 000.00 
1,442, 394. 76 

8,884,042.43 
849, 443. 62 
' 28, 590.26 
981, 362. 50 

9,164,946. 49 
718,180. 40 
100, 000. 00 
806, 377. 46 

Accrued insurance and taxes,interest . . . 
6, 277, 345. 92 

502, 2,63. 69 
2, 158,690. 57 

262, 294. 27 
2, 492, 066. 75 

6, 482, 364i 54 
143,039. 33 

3, 208,036, 98 
257, 048.00 

2, 534, 623. 00 

23,763,671.64 
1,849,986.31 
3, 793, 375. 23 
1, 360, 454, 08 

13,066,296,79 
779, 796. 28 

2, 256, 000.00 
1,442, 394. 76 

8,884,042.43 
849, 443. 62 
' 28, 590.26 
981, 362. 50 

9,164,946. 49 
718,180. 40 
100, 000. 00 
806, 377. 46 

Federal, State, and foreign taxes on income 

6, 277, 345. 92 
502, 2,63. 69 

2, 158,690. 57 
262, 294. 27 

2, 492, 066. 75 

6, 482, 364i 54 
143,039. 33 

3, 208,036, 98 
257, 048.00 

2, 534, 623. 00 

23,763,671.64 
1,849,986.31 
3, 793, 375. 23 
1, 360, 454, 08 

13,066,296,79 
779, 796. 28 

2, 256, 000.00 
1,442, 394. 76 

8,884,042.43 
849, 443. 62 
' 28, 590.26 
981, 362. 50 

9,164,946. 49 
718,180. 40 
100, 000. 00 
806, 377. 46 Dis t r ibu tors ' and dealers'deposits 

6, 277, 345. 92 
502, 2,63. 69 

2, 158,690. 57 
262, 294. 27 

2, 492, 066. 75 

6, 482, 364i 54 
143,039. 33 

3, 208,036, 98 
257, 048.00 

2, 534, 623. 00 

23,763,671.64 
1,849,986.31 
3, 793, 375. 23 
1, 360, 454, 08 

13,066,296,79 
779, 796. 28 

2, 256, 000.00 
1,442, 394. 76 

8,884,042.43 
849, 443. 62 
' 28, 590.26 
981, 362. 50 

9,164,946. 49 
718,180. 40 
100, 000. 00 
806, 377. 46 

Dividends payable 

6, 277, 345. 92 
502, 2,63. 69 

2, 158,690. 57 
262, 294. 27 

2, 492, 066. 75 

6, 482, 364i 54 
143,039. 33 

3, 208,036, 98 
257, 048.00 

2, 534, 623. 00 

23,763,671.64 
1,849,986.31 
3, 793, 375. 23 
1, 360, 454, 08 

13,066,296,79 
779, 796. 28 

2, 256, 000.00 
1,442, 394. 76 

8,884,042.43 
849, 443. 62 
' 28, 590.26 
981, 362. 50 

9,164,946. 49 
718,180. 40 
100, 000. 00 
806, 377. 46 

To ta l __ 11, 693, 251. 20 12, 625,010,85 30, 767, 487, 26 17,543,487.82 10,686,258.30 10.789,504.36 11, 693, 251. 20 12, 625,010,85 30, 767, 487, 26 17,543,487.82 10,686,258.30 10.789,504.36 
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Deposits tmder employees'preferred stock purchase p lan . . 
Funded debt: 

percent serial gold bonds. M a x w e l l M o t o r Corporat ion. 
Less: I n treasury 

5 percent serial notes. Dodge Bros., Inc 
Less: I n treasury __ 

6 peicent gold deloenturcs. Dodge Bros., Ino 
Less: I n treasury __ 

H e l d I n sinkmg f u n d . 

To ta l . - . — _ _ 

Reserves for contingencies, etc 

Tota l outstanding capital stock 

Preferred stock.. 

Surplus: 
Earned suiplus; Unappropriated-

Appropriated 

T o t a l earned and capital surplus . 

To ta l oapital stock and s u r p l u s -

To ta l liabilities 

2,800,000.00 
' 1,116,000.00 

1,684.000, 00 

1,305,382,43 

34, 379,939,96 

21. 497,894, 30 

16,216, 635.21 
2,431, 637,70 

18,648,172.91 

74, 520, 007.17 

89, 208, 640.80 

222,035.11 

2,450,000.00 
I 1,282, 000. 00 

1, 168, 000. 00 

3, 998, 921. 66 

34, 60S, 064. 96 

21,671, 401. 60 

20,742,442.76 
2, 368, 272. 50 

29,100, 715.26 

85, 280,181. 72 

103,294,149,34 

2,100, 000. 00 
1 1,173, 000, 00 

2, 750, 000.00 
1 446, 000, 00 

B6,705,000.00 

59,937,000.00 

13,581,269.91 

72,329,003,35 

47,982,074, 74 

1,750,000.00 
1 1, 163,000. 00 

19,178,000, 00 

49,765, 000. 00 

10,180, 139.16 

73, 7.'i6, 354. 00 

47,982, 074, 74 

120, 311, 078, 09 

224, 596, 835. 20 

52,239,983.18 
2,704, 449. 75 

64,944,432.93 

128, 700, 787.63 

206,189,414.51 

48,186,000. DO 
' 603.000.00 

47, 683,000.00 

i, 014,443,00 

73, 262, 830, 45 

41, 435, 661.19 
3,197, 973. 90 

44,633,635.09 

117,896,465.54 

181,780, 166.84 

47, 483, 500, 00 
I 2, 490, 000.00 

1 582, 000, 00 

44, 411, 500.00 

6,446, 252.43 

73, 122, 488. 25 

38,29G, 297,37 
3, 338,316.10 

41,634, 613.47 

114,757,101,72 

176,404,358.50 
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T A B L E 46.—Chrysler Corporat ion consolidated balance sheet, excluding f o r e i g n subsidiaries a n d sales branches, 1928 to 1937, i nc lus ive—Con . 

l4i-
1932 1933 1934 1936 1937 

Current assets: 
Cash on hand and on deposit- _ 
Marketable securities at cost.-. 
Dra.'ts against car shipments.-_ 
Notes and accounts receivable... 
Less reserves 
Inventories 
Less reserves 

Total-

Investments and other assets; 
Balances in closed banks, less reserves 
Real estate not used in the business 
Sundry investments and miscellaneous accounts 
Expense advances and current accounts, officers and employees 
Investments in and accounts with subsidiaries, not wholly owned. 
Advances to Chrysler management trusts . 

Total. 

Investments in and accounts with wholly owned subsidiaries. 
Sinliing fund cash 

Property, plant, and equipment: 
Land, buidings, macliinery, equipment, and dies 
Less reserves for depreciation 

Total-

Goodwin 
Deferred: Prepaid taxes, insurance, etC-. 

Total assets-

L I A B I L I T I E 3 
Current liabilities: 

Accounts payable and accrued pay rolls 
Accrued insurance and taxes, interest 
Federal, State, and foreign taxes on income-. 
Distributors' and dealers' deposits 
Notes payable to banks, due Apr. 25,1936--, 

Total-

$31,860,113.42 
8,866, 632. 70 
2,883,932.09 
1, 2B9, 844.87 

1 65,113. 59 
18, 716, 989, 04 
1 1,004, 731,28 

$11, 214, 329. 78 
24, 760, 444. 56 

389, 922. 89 
1, 446,196. 67 
' 75, 855. 69 

34, 704, 831, 20 
1 1, 792.194. 25 

830,191,083.35 
955,170, 35 

6, 444, 032, 27 
9, 616, 121. !4 
1 67, 491. 80 

36, 512, 043, 40 
' 2, 477,119.14 

$50, Oil, 991, 76 
1,688,001,84 
8, 960, 203. 94 
9, 936, 209.10 
1 48,871. 17 

47. 856,736, 00 
1 3; 318, 710. 63 

$42, 789, 475. 08 
14, 352, 803.18 
9, 874,662.82 
6,61,5,641.69 
I 40, 503. 72 

69.322, 268.93 
• 4, 492, 911. 42 

$32, 757, 652. 07 
12,916,187. 82 
7, 340,856, 41 
5, 104, 267, 42 
1 64, 690,12 

45,073, 652.01 
' 4,471, 548.41 

61,913, 667,25 70, 647, 675. 22 81, 084, 445. 57 121, 036, 520. 84 128, 421, 326. 56 98, 656, 387. 20 

4, 324,844. 45 
1,116,692.27 

1,995,0,56.81 
2, 756; 213. 90 
2, 322, 068. 08 
263,865. 58 

3, 619, 650. 00 3, 322, 015, 16 

1,493, 471.36 
2, 727, 135. 32 
1, 463, 640, 05 
128,070.96 
358, 254. 32 

3, 140, 655. 54 

1, 309, 242. 35 
2, 675, 239. 40 
2, 333, 709. 47 
156, 251.52 
822. 659. 80 

1, 680, 913. 43 

874, 426. 44 
2, 647, 837. 08 
2, 240, 173, 07 
178, 905. 00 
933, 890.65 
738, 70S, 19 

433,454.31 
2, 592, 809. 60 
2, 795, 071, 94 
163, 635, 76 

1, 053, 686. 98 
553, 000. 00 

9, Q61,186, 72 10,659,219.53 9, 311, 227. 56 1,978,01.=;. 97 7,613,946. 33 , 591, 658.59 

7, 544, 206. 03 
20, 341, 57 

4, 512,400.61 6,087,571.98 
,500, 000. 00 

6,059,190.03 9, 133, 426.18 12, 202, 701. 51 

122, 444, 390. 85 
63,367,334. 78 

124, 630, 934. 88 
66, 657,102. 01 

124. 818, 879,13 
07, 850, 702, 90 

109,969, 339, 07 
38, 979, 379, 95 

111,670, 941,81 
54, 919, 609. 03 

107,685,950. 32 
47, 616, 411. 54 

.59, 077, 056, 07 57, 973, 772, 87 66, 962,176, 23 50, 989, 959.12 56, 761, 332. 78 

1.00 
1, 753, 191, 72 

1.00 
1, 623, 218. ,33 

1.00 
2, 086.133. 84 

L 00 
2,101,152.74 

1.00 
2, 009, 872. 76 

60,069, 538. 78 

1.00 
2,028,419, 85 

139, 369, 650. 36 145,416, 287. ,50 156, 031, 550,17 189, 814, 839, 70 203, £ 180,548,706.93 

14, 402, 659. 55 
687, 670. 82 
' 13, 647. 27 
810, 827.14 

17, 745, 749, 66 
639, 171, 58 

1,981, 591,74 
S3, 767. 76 

33,448, 989.41 
505, 500. 44 

1,689, 251.02 
5,950. 00 

50, 634,864. 30 
621, 393. 42 

8, 563, 287, 08 
5,740, 32 

6, 000, OPO, 00 

66, 890, 638. 84 
775, 947. 72 

13, 324, 811. 08 
6, 840. 32 

21, 898, 385. 68 
842, 005, 34 

11, 280, 032, 37 
6,790, 32 

15, 793, 610, 24 20, 460, 280, 74 35, 603, 741, 47 , 775, 275. 1-2 70,! 8, 437. 96 34, 027, 213. 61 
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Funded debt: 
0 percent gold debentures. Dodge Bros., Inc. 

Less: In treasury-.-
Held in sinking fund 

Total 

Notes payable to banks, due -^pr. 25, 1937.. 

Reserves for contingencies, etc -

Capital stock and surplus: 
Capital stock, par value $5 per share: 

Authorized.-
Less; Unissued 

In treasury 

Total outstanding capital stock. 

Surplus: 
Capital surplus: Unappropriated-. 

-•Appropriated 
Earned surplus: Unappropriated.. 

Total earned and capital surplus. 

Total capita! stock and surplus... 

Total liabilities-

46,194,000,00 
1 3, 317,000, 00 

1 546,000, 00 

45, 625, 500.00 
1 6, 599, 000, 00 

30, 526, 500, 00 
1 376, 000, 00 

46,194,000,00 
1 3, 317,000, 00 

1 546,000, 00 

45, 625, 500.00 
1 6, 599, 000, 00 

30, 526, 500, 00 
1 376, 000, 00 

46,194,000,00 
1 3, 317,000, 00 

1 546,000, 00 

45, 625, 500.00 
1 6, 599, 000, 00 

30, 526, 500, 00 
1 376, 000, 00 

42, 331, 000, 00 40,026,600,00 30,150,500,00 

5, 000, 000. 00 5, 000, 000. 00 

5, 770, 479. 47 4, 230, 503, 28 5,138, 767.00 9, 454, ,574, 29 11,960, 410.87 19,498,113.88 

30, OOO, 000.00 
1 7, 577, 860.00 
> 574, 936. 00 

30,000, 000, 00 
1 7, 57,8, 120. 00 
• 614, 746.00 

30,000,000.00 
' 7, 578,120, 00 
I 092, 940. 00 ' 

30, 000, 000,00 
I 7, 578,125. Ofl 

1 700, 246. 00 

30,000, 000. 00 
1 7. 578,125.00 
' 029, 920, 00 

30,000, 000.00 
1 7, 578,125.00 

1 666,21,5,00 

21, 847, 205. 00 21,807,135, 00 21, 723, 940. 00 21, 661, 630. 00 21, 791, 955,00 21, 755, 660,00 

26, 322, 043.67 
574, 935, 00 

27,730,376.98 

24, 229, 627. 69 
614, 745. 00 

34, 057, 495, 85 

24, 100, 410. 27 
692, 940.00 

38, 610, 267, 43 

23, 958, 773. 59 
• 760,245.00 
64, 204, 341. 70 

25, 365, 707, 33 
629,920, 00 

73, 263,474,45 

25, 291,890, 63 
606, 215. 00 

79, 309,613.81 

53,627,366. 65 58, 001,868,54 63, 409, 007. 70 88, 923, 300, 29 99, 249,101,78H 105, 267, 719.44 

75, 474, 660. 66 SO, 709, 003, 54 86,138, 547. 70 no, 584, 990. 29 121,041,056. 78 127, 023,379, 44 

139, 309, 060.36 145, 410, 287, 56 160,031,566. 17 189, 814, 839. 70 203, 989, 905. 61 180, 548, 708. 93 
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Investment in property, plant, and equipment,—The total assets of 
Chrj^sler Corporation, exclusive of foreign subsidiaries and sales 
branches, had a ledger value of $89,208,641, including $25,000,000 for 
goodwill, as of December 31, 1926. The total assets, as of December 
31, 1937, had a ledger value of $180,548,707 after -writing goodwiU 
down to a valuation of $1. The largest single item of assets consisted 
of the ledger value of the property, plant, and equipment of the cor
poration. This item of assets was recorded at a ledger value of 
$34,283,320, as of December 31, 1926, and stood on the books at a 
ledger value of $107,685,950 on December 31, 1937. The greatest 
increase in the propertj'- and plant account occurred hi 1928, through 
the acquisition of the property and plants of the Dodge Bros. Inc., 
corporation. 

I t was the practice of the corporation to regularly provide a reserve 
for depreciation of the propertj'- and plant and for consumption of the 
equipment, Tliis reserve amoimted to a total of $10,709,821, as of 
December 31, 1926, and a total of $47,616,412, as of December 31, 
1937. The reserve was built up by providing for depreciation at the 
follow-ing rates for the various classes of buildings and equipment: 
Buildings and improvements: Percent 

Architect's fees .' 2% 
Buildings (construction) 2}4 
Real-estate improvements 7 
Water and se-wer systems 5 
Heating and ventilating equipment 5 
Electric wiring and equipment 7% 
Gas lines, etc 7}^ 
Fire-protection equipment 5 
Air-pressure systems 7}^ 

Machinery and equipment: 
Macliinery 10 
Power transmissions 10 
Power equipment 7% 
Furnaces, ovens, tanks, etc 15 
Miscellaneous equipment 15 
Cars and trucks 333̂  

Furniture and fixtures 10 

The foregoing applies to the annual rates providing for depreciation. 
However, in making monthly charges against income for the reserve 
provisions, the monthly rate was based on production of cars, pro
vided, however, that the accumulation on a production basis was not 
less than the amount that would be provided on a one-twelfth of the 
annual rate each month. More specificalty, if the corporation's esti
mate of a year's operation was 600,000 motor vehicles, and the a.nnual 
depreciation provision was to be $15,000,000, then the provision would 
be accumulated at the rate of $25 per vehicle. If in the month of 
January, for example, the corporation made 60,000 -cars, then the pro
vision for depreciation during that month would amount to $1,500,000. 
If operations continued during February and March at the same rate, 
a similar amount would be provided, making a total of $4,500,000 
provided in the hrst 3 months. If in the month of April the corpora
tion produced only 30,000 vehicles, then the provision for depreciation 
would be $750,000, and the accumulated total v/ould be $5,250,000, 
and thus greater than four times one-twelfth of the total provision to 
be made during the j'-ear of $15,000,000. If the plants were shut 
down completely during the month of May, only enough would be 
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provided during that month to bring the total provision to five-
twelfths of the total amount to be provided during the year. 

Consumption of the investment in stamping dies, tools, jigs, and 
fixtures that are peculiar to the current models of motor vehicles were 
amortized generally on a basis of the life of the model, which was 
generally 1 year. The provision for amortization of this investment 
was accumulated thi'ough the specification costs of each motor vehicle 
as it was produced. The rate per motor vehicle was determined by 
dividing the estimated unit production into the cost of stamping dies, 
tools, etc., for a particular model and hody type. As production 
progressed through the m ôdel year, the production to date, together 
with forward schedules, were reviewed monthly with respect to their 
relation to the original forecasts, and if the rates were deemed to be 
inadequate to completely amortize the investment, the rates were 
adjusted upv/ard so that the investment was Inlly amortized when the 
production of the particular model ceased. 

The basis for determining the montiily provision for depreciation 
and amortization would, of necessity, cause a viiriation in the monthly 
deductions from income, depending on the number of units produced. 
In view of the fact that the amount of the provision was determined 
largely on a basis of the number of units produced, i t is only natural 
that the provisions during the first months of a new-model year would 
be larger than subsequent months because it usually follows that the 
production rate steps up soon after a new model is introduced. The 
last quarter provision in any year may also show a much greater pro
vision because of the adjustment to cause the aggregate of the monthly 
provisions to equal the yearly amounts to be provided. For Ulustra-
tion, during the year 1937, the corporation and all subsidiaries provided 
$6,043,717 during the first quarter for depreciation and amortization, 
dm-ing the second quarter the pro-\asioii amounted to $3,909,105, in 
the third quarter i t was $1,613,228, and in the fourth quarter i t 
amounted to $4,075,119, bringing the total for the year to equal 
$15,641,168. 

Capital stocks issued and outstanding—General.—The Chrj'̂ sler Cor
poration began business with authorized ca.pital stock consisting of 
800,000 shares of non-par-common stock and 275,000 shares of pre
ferred stock, series A. In December 1925 the authorized common 
stock was increased to 3,200,000 shares and further increased to 
6,000,000 shares durmg July 1928. 

The shares issued for the property ancl assets of Maxwell Motor 
Corporation and Dodge Brothers, Inc., have been previously dis
cussecl. The principal issues, retirements, and changes in capital 
stocks, other than for the purposes of those acquisitions, w-ill be dis
cussed hereafter: 

Preferred stock—Series A.—Of the authorized preferred stock, 
218,773 shares were issued as part of the consideration given for the 
property and assets of Maxwell Motor Corporation, During 1926 
the corporation repurchased 4,066 shares in the open market at a cost 
• of $382,105.70. During 1927 and 1928 the corporation sold 1,127 
shares to employees, leavhig a balance of 215,834 shares outstanding. 
All of the outstanding preferred stock was called for redemption at 
$115 per share and accrued dividends on August 6, 1928. The 
premium paid for the retirement of this stock amounted to $3,286,-
674.20; was charged to the stated value of the common stock. 
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The transactions in the preferred stock are shown in the summary: 

Chrysler Corporation—Summary of preferred .stock, series A ($S mi-mulative dividend) 

Part of consideration for assets of Maxwell Motor Corporation-
Issued in exchiange for Maxwell stock 
Repurchased in market 
Sold to employees -.-
Issued in exchange tor Maxwell stock -
Sold to employees 

Total-- - . 

Called for redemption at SHS per share. 

Year 

1925 
1926 
1926 
1927 
1927 
1928 

Sliares 

218,530 
234 

I 4,066 
741 

3 
386 

215,834 

Amount 

$21,880,000.00 

1 382,105, 70 
73. 507, 20 

37, 054.30 

21, 609, 055.8 

' 21,609,055.80 

' Stock repurchased or retired. 

Common stock.—The original authorized common stock was without 
par value and consisted of 800,000 shares. FoUo-wing organization 
the stockholders approved an increase in the authorized shares to 
3,200,000 shares and approved the exchange of one share of the original 
issue for 4 shares of the new stock without par value. This exchange 
did not result in an increase of the total common stock stated value 
but there were four times as many shares outstanding after the ex
change. 

On October 28, 1932, the stockholders approved the change hi the 
value of common capital stock non-par value to a par value of $5 per 
share. Tbis change resulted in the transfer from the ca.pital account 
of $51,041,668, to capital surplus. Subsequently, the directors 
authorized the creation of a resei-ve amounting to $24,999,999 out of 
capital surplus. This reserve was employed to write oil' or reduce the 
stated amount of goodwiU from $25,000,000 to $1. 

The various changes involving the common stock are presented by 
the tabulation marked "Table 47." This tabulation is divided into 
two sections; tbe first of which shows the changes in the non-par stock 
and the second section wluch shows the changes in the $5 par-value 
stock. 



TABLE 47.—Chrysler Corporaiion 

CHANGES I N NUMBER AND LEDGER VALUE OP NON-PAR COMMON STOCKS, 1925 TO 1932, INCLUSIVE 

Nature of change Year Number of 
shares 

Ledger 
amount 

Consideration 

Nature of change Year Number of 
shares 

Ledger 
amount 

Assets Cash Compensa
tion 

Adjtistrnente 
and reacquired 

Part consideration for assets of Maxwell Motor Corporation 1925 661,333 
1 661,333 

2,646, 342 
52, 883 
1 4, 660 
5,000 

676 
449, 235 

$34,379,939,96 $34,379,039.96 
Exchange of shares 4 for 1 . - -

1925 661,333 
1 661,333 

2,646, 342 
52, 883 
1 4, 660 
5,000 

676 
449, 235 

$34,379,939,96 $34,379,039.96 

Outstanding after exchange 1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

661,333 
1 661,333 

2,646, 342 
52, 883 
1 4, 660 
5,000 

676 
449, 235 

Issued in exchange for Maxwell stock - -
1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

661,333 
1 661,333 

2,646, 342 
52, 883 
1 4, 660 
5,000 

676 
449, 235 

Adjustment—purchased and charged to surplus 

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

661,333 
1 661,333 

2,646, 342 
52, 883 
1 4, 660 
5,000 

676 
449, 235 

Delivered as compensation to vice presidents . . 

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

661,333 
1 661,333 

2,646, 342 
52, 883 
1 4, 660 
5,000 

676 
449, 235 

228,125.00 $228,125.00 
Issued in exchange for Maxwell stock .- -

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

661,333 
1 661,333 

2,646, 342 
52, 883 
1 4, 660 
5,000 

676 
449, 235 

228,125.00 $228,125.00 

Issued and sold to stockholders at .$57 50 

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

661,333 
1 661,333 

2,646, 342 
52, 883 
1 4, 660 
5,000 

676 
449, 235 25,831,012.60 

1 3, 286,674. 20 
1 321.00 

1 3,10,5, 00 
14,896; 276, 09 

2S3, 760, 00 
230.00 

3, 600, 000. 00 
531, 250. 00 

1 2, 704,128. 75 
220,949. 00 

1 760, 448. 59 
46, 975. 44 

1 12, 207. 20 
> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

$25, ssi, 6i2.50 
Prcmium on preferred stock redeemed . 

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

661,333 
1 661,333 

2,646, 342 
52, 883 
1 4, 660 
5,000 

676 
449, 235 25,831,012.60 

1 3, 286,674. 20 
1 321.00 

1 3,10,5, 00 
14,896; 276, 09 

2S3, 760, 00 
230.00 

3, 600, 000. 00 
531, 250. 00 

1 2, 704,128. 75 
220,949. 00 

1 760, 448. 59 
46, 975. 44 

1 12, 207. 20 
> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

$25, ssi, 6i2.50 
1 $3,286,674,20 

321, 00 Repurchased - -. 

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

1 $3,286,674,20 
321, 00 

Adjustment per organization plan _ 

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

> 3,105. 00 
14, 896, 276. 09 

1 $3,286,674,20 
321, 00 

Part consideration for assets of Dodge Bros. - . - -. 

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

> 3,105. 00 
14, 896, 276. 09 

Delivered as compensation to vice presidents -- . . . . - --

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

> 3,105. 00 
14, 896, 276. 09 

283,750.00 
Adjustment per organization plan . . . - . . . 

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

230. 00 
283,750.00 

To Chrysler Management Trust. . --

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

230. 00 
3,600,000.00 

Delivered as compensation to vice presidents . - -

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

3,600,000.00 
63i, 260.00 

Repurchased iu market - .-- . -

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

63i, 260.00 
1 2,704, 128, 75 

Bonus compensation to employees . 

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

220,949.00 
1 2,704, 128, 75 

Repurchased in market 

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

220,949.00 
1 760,443, 59 

Sold - .- - -

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

46,976, 44 
1 760,443, 59 

Adjust compensation to vice presidents . . . . . 

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

46,976, 44 
1 12, 267. 20 

Repurchased in market . 

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

1 12, 267. 20 
1 128, 075. 00 
1 150, 304. 80 Do - . . . . -

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 

1 128, 075. 00 
1 150, 304. 80 

Adjust compensation to vice presidents - -

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 1 2,300.10 

1 128, 075. 00 
1 150, 304. 80 

Adjust deliverable shares per plan 

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

25,831,012.60 
1 3, 286,674. 20 

1 321.00 
1 3,10,5, 00 

14,896; 276, 09 
2S3, 760, 00 

230.00 
3, 600, 000. 00 

531, 250. 00 
1 2, 704,128. 75 

220,949. 00 
1 760, 448. 59 

46, 975. 44 
1 12, 207. 20 

> 128, 075. 00 
1 156, 304. 80 

» 2, 300. 10 1 2,300.10 

Stock changed from non-par to $5 par -

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

1 4 
446 

1, 253, 557 
5,000 
2,452 

60, 000 
4,500 

1 41,160 
6,340 

1 25,800 
1,500 
1 352 

1 10, 600 
1 24,100 

1 66 
4,244 

Stock changed from non-par to $5 par -

1925 
1926 
1926 
1927 
1927 
1928 
1928 
1928 
1928 
1928 
1928 
« 

1929 
1929 
1929 
1930 
1930 
1930 
1931 
1931 
1932 
1932 
1932 

4,384,413 72,063,883.35 49,273, 341, 05 29, 476, 987. 94 1, 249, 606,70 1 7,035,952.34 4,384,413 72,063,883.35 49,273, 341, 05 29, 476, 987. 94 1, 249, 606,70 1 7,035,952.34 
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TABLE 47.—Chrysler Corporation—Continued 

CHANGES I N THE NUMBER A N D LEDGER V A L U E OF COMMON STOCE, $5 PAR VALUE PER SHARE, 1932 TO 1937, INCLUSIVE 
00 
O 

Nature of change Year 
Number of 

shares Lodger amount Capital surplus 

Consideration 

Nature of change Year 
Number of 

shares Lodger amount Capital surplus 

Assets Cash Compensation 
Adjustments 

and reac
quired 

Continued—Balance to date . - - . 4,384,443 $72,903,883, 35 

1 51,041,668, 35 

$49,273,341.05 .$29,476,987.94 $1, 249, 506. 70 $7,035,952.34 
Restatement of capital-non-par to $5 and transfer to capital 

surplus - 1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

4,384,443 $72,903,883, 35 

1 51,041,668, 35 $51,041,668.35 
1 24, 099, 999.00 

1 69. 70 
1 144,630.98 

1 1,810, 090.26 
764,090. 28 

$49,273,341.05 .$29,476,987.94 $1, 249, 506. 70 $7,035,952.34 

Write-off goodwill - -
1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

$72,903,883, 35 

1 51,041,668, 35 $51,041,668.35 
1 24, 099, 999.00 

1 69. 70 
1 144,630.98 

1 1,810, 090.26 
764,090. 28 

Adjus t compensation to vice presidents.. . . . 

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

$51,041,668.35 
1 24, 099, 999.00 

1 69. 70 
1 144,630.98 

1 1,810, 090.26 
764,090. 28 

1 69. 70 

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

$51,041,668.35 
1 24, 099, 999.00 

1 69. 70 
1 144,630.98 

1 1,810, 090.26 
764,090. 28 

1 69. 70 
219, 630.98 

2, 240,171. 26 Do 

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

$51,041,668.35 
1 24, 099, 999.00 

1 69. 70 
1 144,630.98 

1 1,810, 090.26 
764,090. 28 

219, 630.98 
2, 240,171. 26 

To officers and employees - . 

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

$51,041,668.35 
1 24, 099, 999.00 

1 69. 70 
1 144,630.98 

1 1,810, 090.26 
764,090. 28 1,147,765.28 

219, 630.98 
2, 240,171. 26 

^.djust restatement . 

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

$51,041,668.35 
1 24, 099, 999.00 

1 69. 70 
1 144,630.98 

1 1,810, 090.26 
764,090. 28 1,147,765.28 

260.00 
T o officers and employees . -- --

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

14, 882. 63 
1 65,904. 95 

22,382.63 
260.00 

Acquired f rom emplovees savings plan 

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

14, 882. 63 
1 65,904. 95 

22,382.63 
151, 699. 95 

5.00 
141, 636. 68 
93, 466. 26 

Adjustment -

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

14, 882. 63 
1 65,904. 95 151, 699. 95 

5.00 
141, 636. 68 
93, 466. 26 

•Acquired f rom employees sa'vings plan 

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

1 74, 331.68 
1 3, 791. 26 

756, 600. 00 
623,800.00 
1 70,410.00 

32,883.30 

151, 699. 95 
5.00 

141, 636. 68 
93, 466. 26 Do - - . 

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

1 74, 331.68 
1 3, 791. 26 

756, 600. 00 
623,800.00 
1 70,410.00 

32,883.30 

151, 699. 95 
5.00 

141, 636. 68 
93, 466. 26 

T o first adjustment management trust-

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

1 74, 331.68 
1 3, 791. 26 

756, 600. 00 
623,800.00 
1 70,410.00 

32,883.30 

886, 600. 00 
013, 800. 00 

151, 699. 95 
5.00 

141, 636. 68 
93, 466. 26 

T o executive management trust - - -

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

1 74, 331.68 
1 3, 791. 26 

756, 600. 00 
623,800.00 
1 70,410.00 

32,883.30 

886, 600. 00 
013, 800. 00 

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

1 74, 331.68 
1 3, 791. 26 

756, 600. 00 
623,800.00 
1 70,410.00 

32,883.30 

886, 600. 00 
013, 800. 00 

76, 410.00 
1 2, 693.30 Acquired f r o m emplovees savings p lan . _ . 

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

1 74, 331.68 
1 3, 791. 26 

756, 600. 00 
623,800.00 
1 70,410.00 

32,883.30 
76, 410.00 
1 2, 693.30 

To ta l , Dec. 31, 1937 

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

1 2 
115,000 
1 84, 695 

76, 733 
1 52 

1, 600 
117,139 

I 1 
1 13,401 
1 17, 935 

26,000 
IS,000 
1 1,200 
1 6, 059 

110,00 
1 75,000.00 

1 423, 475. 00 
383, 666. 00 

• 260. 00 
7, 600. 00 

1 85, 695. 00 
1 5.00 

1 67, 305. 00 
1 89, 675. 00 
130, 000. 00 
90, 000. 00 
1 6,000.00 

1 30, 205. 00 

1 74, 331.68 
1 3, 791. 26 

756, 600. 00 
623,800.00 
1 70,410.00 

32,883.30 
76, 410.00 
1 2, 693.30 

To ta l , Dec. 31, 1937 

1932 
1932 
1932 
1932 
1933 
1933 
1933 
1934 
1934 
1935 
1935 
1036 
1936 
1036 
1937 
1937 

4,351,132 21, 765, 660.00 25, 958,105. 63 49,273,341.05 32,147, 525. 75 1, 249, 437.00 1 9, 956, 539.17 
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By reference to the tabulation it v̂ oll be observed that the common 

stock was issued for the following purposes: 

Purpose of issue Amount 
For property and assets . $49, 273, 341. 05 
Por cash 32, 147, 525, 75 
For compensation to officers 1, 249, 437, 00 

Total • 82, 670, 303, 80 

Less retirements and adjustments 9, 966, 539, 17 

Balance 72, 713, 764, 63 

Disposition of consideration for issue 
Amount 

Outstanding common stock Dec. 31, 1937 $2b 755, 660. 00 
Capital surplus 25,958,105.63 
Reserve to -m-ite-off good-svill 24, 999, 999. 00 

Total 72,713,764.63 
Issue and sale to stockholders in 1928.—During the year 1928 the 

stockholders of Chi-ysler Corporation were offered additional no-par 
common stock at $57.50 per share. Thi-ough this offer 449,235 shares 
were subscribed for. The gross proceeds amounted to $25,831,012.50. 
These shares were sold to provide funds for the rethement of the pre
ferred stock at $115 per share. The cost of rething the preferred 
stock, consisting of $21,609,055.80 stated value and premium of 
$3,286,674.20, was $24,895,730. 

Repurchase of stock in open market.—During the years 1929 to 1933, 
inclusive, the Chrysler Corporation purchased substantial quantities 
of its common stock in the open market. A large proportion of the 
shares repurchased were resold to the officers and employees, either 
outright or through the management trust. The principal repurchases 
and resales are smnmarized hereafter. 

Repurchases in open market 

Year Shares Total amount 
Average 

per 
snare 

1929...- -- 41, ISO 
25,800 
10,600 
24,100 
16,000 
84, 695 

$2, 704,128, 75 
760,448,69 
128,075.00 
156,304.80. 
219,630. 98 

2, 240, 171. 26 

$65.71 
29.47 
12.08 
6,49 

14,64 
26.45 

1930 -- -
41, ISO 
25,800 
10,600 
24,100 
16,000 
84, 695 

$2, 704,128, 75 
760,448,69 
128,075.00 
156,304.80. 
219,630. 98 

2, 240, 171. 26 

$65.71 
29.47 
12.08 
6,49 

14,64 
26.45 

1931 ---

41, ISO 
25,800 
10,600 
24,100 
16,000 
84, 695 

$2, 704,128, 75 
760,448,69 
128,075.00 
156,304.80. 
219,630. 98 

2, 240, 171. 26 

$65.71 
29.47 
12.08 
6,49 

14,64 
26.45 

1932 --- - -

41, ISO 
25,800 
10,600 
24,100 
16,000 
84, 695 

$2, 704,128, 75 
760,448,69 
128,075.00 
156,304.80. 
219,630. 98 

2, 240, 171. 26 

$65.71 
29.47 
12.08 
6,49 

14,64 
26.45 

1932 . . 

41, ISO 
25,800 
10,600 
24,100 
16,000 
84, 695 

$2, 704,128, 75 
760,448,69 
128,075.00 
156,304.80. 
219,630. 98 

2, 240, 171. 26 

$65.71 
29.47 
12.08 
6,49 

14,64 
26.45 1933 . . . - --

41, ISO 
25,800 
10,600 
24,100 
16,000 
84, 695 

$2, 704,128, 75 
760,448,69 
128,075.00 
156,304.80. 
219,630. 98 

2, 240, 171. 26 

$65.71 
29.47 
12.08 
6,49 

14,64 
26.45 

Total --

41, ISO 
25,800 
10,600 
24,100 
16,000 
84, 695 

$2, 704,128, 75 
760,448,69 
128,075.00 
156,304.80. 
219,630. 98 

2, 240, 171. 26 

$65.71 
29.47 
12.08 
6,49 

14,64 
26.45 

Total -- 201, 345 6, 208, 769.38 30.84 201, 345 6, 208, 769.38 30.84 

Resales 

Year Shares Amount 
Average 

per 
share 

To management trust 1929 
. 1933 

1934 
1936 
1936 

00,000 
76,733 
1,500 

26,000 
IS, 000 

$3,600,000.00 
1, 147, 755. 28 

22,382. 53 
886,600.00 
613,800.00 

$60.00 
14.96 
15.92 
34.10 
34.10 

To officers and employees- --
Do --

1929 
. 1933 

1934 
1936 
1936 

00,000 
76,733 
1,500 

26,000 
IS, 000 

$3,600,000.00 
1, 147, 755. 28 

22,382. 53 
886,600.00 
613,800.00 

$60.00 
14.96 
15.92 
34.10 
34.10 

To management trust - . 

1929 
. 1933 

1934 
1936 
1936 

00,000 
76,733 
1,500 

26,000 
IS, 000 

$3,600,000.00 
1, 147, 755. 28 

22,382. 53 
886,600.00 
613,800.00 

$60.00 
14.96 
15.92 
34.10 
34.10 To executive management trust- - -

Total -

1929 
. 1933 

1934 
1936 
1936 

00,000 
76,733 
1,500 

26,000 
IS, 000 

$3,600,000.00 
1, 147, 755. 28 

22,382. 53 
886,600.00 
613,800.00 

$60.00 
14.96 
15.92 
34.10 
34.10 To executive management trust- - -

Total -

1929 
. 1933 

1934 
1936 
1936 

182,233 6, 270,637.81 34.41 182,233 6, 270,637.81 34.41 
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Acquisitions from em-ployees saving plans.—In addition to the acqui
sitions in the open market, the corporation acquired certain shares 
from the "employee savhig plan funds." These shares were purchased 
in the open market for the "plans," and neither the shares nor funds, 
were reflected on the corporation's books. The employees were per
mitted to withdraw from the plan and receive the amount deposited. 
Many employees did withdraw from the plan during the economic de
pression and the corporation purchased the shares held for those that 
withdrew. 

Common stock issued to officers as compensation.—At a meeting of 
the board of dhectors held December 10, 1926, the board approved a 
plan for distributing to the vice presidents of Chrysler Corporation 
25,000 shares of common stock of the corporation as part of the com
pensation to be paid the vice presidents dm-ing the 4 years beginning 
January 1, 1927. Tiie plan as approved provided that the shares be 
distributed h i amounts of 5,000 shares among the vice presidents in 
the proportion to be fi.xed by the eliairman of the board. The fhst 
5,000 shares to be distributed about the middle of 1927, and 5,000 
shares to be distributed at the end of each of the years 1927, 1928, 
1929, and 1930, the chairman of the board, however, to have ful l dis
cretion to determine whether or not in any year any distribution what
ever shall be made. I f the chairman determhied that a distribution 
be made, then he had ful l discretion to determine whether all or only 
a part of the number of shares provided to be distributed in any year 
should be distributed. I t was understood that if in any year there 
shall, by reason of the exercise of tbe discretion authorized to the 
chahman of the board, be distributed a less number of shares than 
provided by the plan to be distributed in any year, then the difference 
in number of shares thereupon becomes subject to the further order 
of the board of dhectors. 

As provided by the terms of the plan, the following distributions of 
common stock were made to the vice presidents as part of their 
compensation: 

Shares Stated amount 

Year; 
1927--- ,5.000 

5,000 
4, 500 

$228,125 
283,750 
531,250 

1928- -
,5.000 
5,000 
4, 500 

$228,125 
283,750 
531,250 1929 - . -

,5.000 
5,000 
4, 500 

$228,125 
283,750 
531,250 

Total.--- -

,5.000 
5,000 
4, 500 

$228,125 
283,750 
531,250 

Total.--- - 14, 500 1,043,126 14, 500 1,043,126 

. Coincident with the. appro val of the plan of distributing common 
stock to the vice presidents, the board also authorized the payment of 
$7,500 in cash as additional compensation to the five vice presidents for 
tbe year 1926, in such proportions as tbe chairman of the board 
directed. 

The amount of stated value of the common stock distributed to the 
-vice presidents and the cash paid as additional compensation was 
added to expenses of the respective years' operations by the corpora
tion; however, the Commission's accountants, in revising the income 
and expense statement, treated this expense as a direct deduction 
from sm-plus. 

ii 
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Funded debt.—The enthe funded debts of Clu-j^sler Corporation 
were assumed in acquhing properties and assets. These were paid ofl^ 
as they became due or retired in advance of the due dates. 

I n acquiring Dodge Brothers, Inc., the corporation assmned 
$2,750,000 principal amount of 5-percent serial notes and $56,705,000 
principal amount of 6-percent gold debentures. The notes were due 
May 1, 1929, and rethed on that date. The debentures were due on 
M.a.y 1, 1940. The amount outstanding had been reduced to 
$30,150,500 by January 1, 1935. The latter amount was paid off on 
May 1, 1935. I n order to pay off the debentures the corporation bor
rowed $25,000,000 from depository banlis. Of this loan, $15,000,000 
was repaid in 1935 and the balance during 1936. 

As of December 31, 1937, the corporation had no funded debt; its 
authorized capital consisted of 6,000,000 shares, of $5 par value per 
share. Of the common shares 4,351,132 were outstandhig, 133,243 
shares were held in the treasury, and 1,515,625 remained unissued. 
The consolidated earned surplus as of December 31, 1937, was 
$82,740,483.10. 

Summary of earned s-wplus account.—Table 48 indicates the balance 
in the earned surplus account at the beginning of 1927 and subsequent 
additions to and deductions from the surplus account durhig the 
period of 1927 to 1937, inclusive, and the resulting balance as of 
December 31, 1937. This ta.bulation shows that the corporation had 
an earned surplus of $18,648,000 as of Januaiy 1, 1927, and earned 
surplus of $79,309,000 on December 31, 1937. 

This tabulation reflects profits, dhect additions, and deductions 
from surplus tbat vary considerably from the statements submitted 
by the corporation. More specifically, the corporation's statements 
were revised so as to reclassify certahi items and to reflect these items 
in surplus dhect rather than through charges to current income. 
The financial reports as submitted by the corporation combined the 
mianufactm-iiig and. distribution ojierations with those of a financial 
and capital nature, including distribution of profits to the officers and 
executives. Tra.nsactioiis of such a type may well be considered as a 
part of the corporation's activities, yet obviously tliej'- should be 
segregated so as not to distort the results obtained from the manu
facture and sale of motor vehicles and other products. The position 
is, therefore, taken that profits and losses relating- to capital assets 
should not be combined with the operations of manufacture and sale 
of motor vehicles from the standpoint of tbis inquhy. The principal 
items excluded from the current motor-vehicle operations consisted of 
adjusting reserves to reflect a reversal of excess provisions for price 
adjustments, commitments in excess of markets, handling charges and 
excise tax, provision for roj'-alties, etc. Other revisions consisted of 
excluding from expenses provisions for depi-eciation of investments 
and gains or losses on securities pm-chased and sold. Like-wise, all 
bonus payments or provisions for payments to officers and executives 
that were based on earnings were charged to surplus rather than 
against current income. Certain of these items, such as payments to 
Chrysler Management Trust, payments for executive bonus, and pay
ments to Walter P. Chrysler under the employment contract, will be 
subsequently discussed. . 



TABLE iS.—Chrysler Corporaiion—Summary of earned surplus account applying to consolidated operations, excluding foreign subsidiaries ^ 
and sales branches, 1927 io 1937, i7iclusivo ^ 

1927 1928 1929 1930 1931 1932 1933 1934 1935 j 1936 1937 Total 

Balance, beginning of year 

ADDITIONS 

Profit or loss for year 
Deficit of Airtemps, N . Y,, now elimi-

$18,648.173 $29,100,71B $47,982, 076 $64,944,433 $44,633, 635 $41,634,613 $27, 730, 377 $34, 057,496 

10,392,829 

$38,616,257 $64,204, 342 

68, 233, 447 

46, 453 

$73,263,474 

58,583,805 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Balance, beginning of year 

ADDITIONS 

Profit or loss for year 
Deficit of Airtemps, N . Y,, now elimi-

22,981, 989 34,100,788 24,668,966 1 1,498,273 3,134,196 1 9,828,952 13,854,378 

$34, 057,496 

10,392,829 41,728,200 

$64,204, 342 

68, 233, 447 

46, 453 

$73,263,474 

58,583,805 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Liquidation: 

$64,204, 342 

68, 233, 447 

46, 453 

2,285 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

New York Ivlotor Warehouse Oo 1,183 
2,285 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Chrysler Texas Co 14,679 

362,001 

778,303 

121,828 
16,000 

1,183 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Adjustment of reserve for price adjust-
24,006 

14,679 

362,001 

778,303 

121,828 
16,000 

240, 330 683,677 18,5, 434 85, 623 
1 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Eeverse reserve for miscellaneous in-
24,006 

14,679 

362,001 

778,303 

121,828 
16,000 

240, 330 683,677 18,5, 434 85, 623 
1 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Gain on 6-percent debentures. Dodge 

14,679 

362,001 

778,303 

121,828 
16,000 

152,468 464,091 447,101 153,329 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Oain on marl^etable securities 

14,679 

362,001 

778,303 

121,828 
16,000 

152,468 464,091 447,101 153,329 
642, 970 
756, 409 

20, 858 163,736 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Adjust reser̂ pe for commitnients, etc 

14,679 

362,001 

778,303 

121,828 
16,000 

1, 901, 244 

28, 590 

778,051 

15,804 

599,826 
642, 970 
756, 409 752,584 

20, 858 163,736 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Refund: 
Federal income tax 

1, 901, 244 

28, 590 

778,051 

15,804 

599,826 
642, 970 
756, 409 752,584 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

1, 901, 244 

28, 590 

778,051 

15,804 
88,158 

139, 889 
260, 323 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Rê verse, special distribution (1935) 
88,158 

139, 889 
260, 323 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Excess for Iiandling (excise tax) 

88,158 
139, 889 
260, 323 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Reverse, 1936 price adjustment reserve 

88,158 
139, 889 
260, 323 

2,190,006 

150,000 

1,850, 951 

217,079 
38,000 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Excess provision for fleet distribution 
2,190,006 

150,000 

1,850, 951 

217,079 
38,000 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Reverse, 1930 provision for employees' 

2,190,006 

150,000 

1,850, 951 

217,079 
38,000 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

Excess provision for royalties—United 

2,190,006 

150,000 

1,850, 951 

217,079 
38,000 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 
Royalty paid to United Chromium Co 

2,190,006 

150,000 

1,850, 951 

217,079 
38,000 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 Miscellaneous additions. . 12, 923 6,227 30,200 292, 474 290,473 85, 673 30, 618 4,097 1,636 321 

2,190,006 

150,000 

1,850, 951 

217,079 
38,000 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

DEDUCTIONS 
Di-vldends: 

Common stock . . . 
Preferred stock 

12, 923 6,227 30,200 292, 474 290,473 85, 673 30, 618 4,097 1,636 321 

$18, 648,173 

266,351,432 

46, 453 

2,285 
1,183 

14, 079 

1,480,971 

778,303 

1,338,817 
732, 564 

4, 788,114 

44, 454 
88,158 

139,889 
260,323 

2, 190, 006 

160,000 

1,850,951 

217, 079 
38, OOO 

753,442 

DEDUCTIONS 
Di-vldends: 

Common stock . . . 
Preferred stock 

22,994,912 34,130,021 25, 990, 977 1,110,833 4, 472,436 1 8,502,363 14, 823, 585 11,697, 488 42, 482, 320 68,874,972 03,185, 922 281, 267,103 

DEDUCTIONS 
Di-vldends: 

Common stock . . . 
Preferred stock 

8,131,595 
1, 720, 768 

907,211 
38,843 

1,072,088 

10,706,312 
1, 041, 995 
2,466, 941 

26,087 

13,335,764 11,065,268 4, 412, 240 4,390,243 4,303, 508 5,432,235 8,664, 662 52,190, 692 43, 520,620 160,152,189 
2, 762, 753 
7,142,152 

64, 930 

9, 939, 285 

Provision for C reserve. . 

8,131,595 
1, 720, 768 

907,211 
38,843 

1,072,088 

10,706,312 
1, 041, 995 
2,466, 941 

26,087 
1,550,000 370,000 

160,152,189 
2, 762, 753 
7,142,152 

64, 930 

9, 939, 285 

Provision for dividend equivalent . . 

8,131,595 
1, 720, 768 

907,211 
38,843 

1,072,088 

10,706,312 
1, 041, 995 
2,466, 941 

26,087 
1,550,000 370,000 

160,152,189 
2, 762, 753 
7,142,152 

64, 930 

9, 939, 285 
Adjustment: Reserve for price adjust

ment 

8,131,595 
1, 720, 768 

907,211 
38,843 

1,072,088 

10,706,312 
1, 041, 995 
2,466, 941 

26,087 

166, 741 204, 090 2,049, 537 6,446,829 

160,152,189 
2, 762, 753 
7,142,152 

64, 930 

9, 939, 285 
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Liquidation: 
JJ, E , C, I . , Paris 
Berlin company 

Loss on property sold or retired 
.Adjust reserve for commitments, etc 
Executive bonus, and management plan 
Provision for employees' saving and 

investment plan and bonus 
Provision for contingencies reserve 
Loss on investments 
Provision for reserve for miscellaneous 

investments 
Provision, reduce carrying value of net 

assets (except permanent) of foreign 
subsidiaries to basis of exchange rates 
prevailing at Dec. 31, 1931 

Reserve for deposits in closed banks 
Additional provision for obsolescence of 

parts inventoried 
Premium on 6-p3roent Dodge deben

tures: 
Excess for handling (excise tax) 
Loudon suit (legal fees, etc.) 
Processing tax—-Windfall tax 
Excess fleet discount reversed in 1937... 
1936 employees' bonus reversed in 1937.. 
Provision for Indiana-gross income tax.. 
Provision for 1937 employees' laonus 
Miscellaneous deductions 

Total surplus deductions.. 

Balance, end of I'ear 

611,876 

160,000 

12,642,370 

29,100,711 

151,827 
324,820 
531,260 

429 

16,248,661 

47,982,075 

60, 959 
2, 756, 424 
1, 302, 486 

22,986 

19,028, 619 

54,944,433 

192,04; 

162, 566 

7, 751 

11, 427,631 

44,633,635 

173, 694 
1, 824, 875 

149, 343 
200,000 
6,164 

9,365 

042, 946 

63, 841 

7, 471, 458 

235, 357 

115, 905 

355,000 

65,000 

73,627 

5,401,873 

27,730,377 

456, 478 
359, 311 

644,875 

20,200 
60,000 

60,000 

1,500,000 

650, 000 

82, 034 

8, 496, 466 

34, 057, 496 

70, 905 

440, 592 

392, 946 
17, 823 

522, 333 

57,8o: 

7, 138, 727 

38,610,267 

490, 544 

3,070, 260 

120, 967 

1, 530, 093 
200, 323 
500, 453 

207, 406 

16, 394, 235 

64,204, 342 

455, 424 
22, 551 

4, 574, 594 

,500,000 

81,628 
150,000 

1,850, 951 

59, 825,840 

73, 253, 474 

229, 21' 
1,381,719 
3, 648,374 

115,000 

255, 062 
1, 476, 188 
•58,773 

70, 906 
456, 478 

2, 788, 972 
6, 310, 389 
12,711,619 

726, 054 
267, 823 
360,164 

305, 322 

612, 946 
1, 565,000 

1,150,000 

2,052, 426 ' 
260, 323 
500,453 
81, 628 
150,000 

1,850,951 
253,062 

1,476,188 
662, 649 

57,129, 782 220,605, 662 

79,309,614 79,309,014 
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SECTION 6. CONSOLIDATED INCOME AND EXPENSES, EXCLUDING 
FOREIGN SUBSIDIARIES' AND SALES BRANCHES 

Introduction.—Table 49 presents a comparative statement of 
Chi-ysler Corporation's consolidated income and expenses, excludhig 
foreign subsidiaries and sales branches, for the period from January 
1, 1927, to December 31, 1937. This statement indicates the profit 
applyhig to the various bases of investment on which the rates of 
return were computed. 

This statement further presents the income and expenses as deter
mined by the Commission's accoimtants after applyhig the re-visions 
outlined under the discussion of the earned-surplus account. The 
basis of "gross sales," "net sales," "factory cost of sales," and "gross 
profit on sales," as employed in this stateinent, have been defined on 
page 538. 

The net sales sho-\̂ T.i on this statement will be analyzed in subse
quent parts of tlhs section so as to show the result obtained from each 
of the products manufactured and sold and then further analyzed to 
show the results obtained from each line of cars. Followhig these 
analyses, certain tabulations wil l be presented to show the ratio of 
factory cost and distribution cost to the amount realized from sales 
of products and also to present the operating results on a per-car 
basis for the principal lines of cars. 



TABI-E 49.—Chrysler Corporaiion—Statement of comoUdated income and expenses, excluding foreign subsidiaries and sales branches, 1927 to 

1937, inclusive 

Gross sales 
1 .t.'ss deduetinus. 

Net .sales 
T'':u'tory cost of sales.. 

Gross prof i t on sales.. 

' -omraercial andi administrative expenses: 
Engineering rind development 
Advert is ing. ' , 
Ofiicers and ofiice salaries 
ileneral expenses 

1-otal expenses. 

Net prof i t on sales. 
fl ier iiironie (net of expenses). 

Net prof i t f rom motor-vehicle business. 
Income f r o m investments: 

Rent and options on real estate not used. 
.Sundry investments 
Markel able.securities 
From subsidiaries not consolidated 
l.niiiis to cl i rysler Management T r u s t . . . 

Total income f rom outside investments.. 

Tota l net prof i t before interest and mcome taxes.. 
1 V'duct: Interest on borrowed funds 

No t prof i t before provision for income taxes. 
' ] o\ ision for Federal and State income taxes 

Net prof i t after providing for income taxes. 

1927 1928 

$164, 173, i53 

164,173,453 
130, 114, 787 

34,053,606 

1,237,388 
4,251,606 
3, 158,879 
1, 497, 279 

10,145,152 

23,913,514 
2, 136, 370 

26, 049,884 

182. 645 
79, 003 

261,708 

26, 311, ,592 
138, 253 

25,173,339 
3,191,350 

22,981,989 

$291,058,412 

291,058,412 
2-35, 500, 552 

55, 557, 860 

2, 207,309 
7, 214,347 
5, 728, 062 
4, 5S4,356 

19, 734, 074 

35,82,3, 786 
2, 635, 581 

38, 509, 367 

1 120,467 

287, 608 
178,659 

345,700 

38,855,067 
1, 587, 518 

37,267,549 
3, 166, 761 

34, 100, 788 

1929 

$360,806,772 
362,001 

350, 444, 771 
296, 270, 720 

54,174, 051 

4, 010,426 
9, 633, 649 
9, 268,611 
4, 485, 969 

27, 398, 654 

26, 775, 397 
3,194,856 

29, 970, 253 

1 120,426 

167,760 
198,278 
87, 500 

333,112 

30,303,365 
3,379, 399 

26,923, 966 
2, 255,000 

24,668,S66 

$197,986,909 
4,187, 802 

193,799,107 
173, 894,156 

19,904,951 

3, 056, 617 
6, 205,525 
6,424, 075 
5, SOB, 334 

20,695,551 

' 690,600 
1,401,814 

771, 214 

1 121, 766 

387,960 
360, 307 
150,000 

766, 502 

1,537,716 
3,036, 989 

1 1,498,273 

11,498,273 

1931 

$175, 788, 065 
3, 458, 277 

172,329,788 
149, 669, 693 

22, 670, 095 

3, 320,128 
5, 062, 522 
4,794, 820 
5, 248, 710 

18, 426, ISO 

4, 243, 915 
1,071,207 

6,316,122 

1 121,319 
9,231 

679, 206 
220,034 
70, 698 

757, 760 

6,072,872 
2,838, 677 

3, 234,195 
100,000 

3,134,195 

1932 

,$131, 507,382 
2,801,905 

128, 705, 477 
121, 345, 305 

7, 360,172 

3,473,961 
5,198, 987 
4, 339, 687 
4, 605, 205 

17,517,841 

1 10,157, 669 
1,100, 732 

' 9, 056, 037 

1 110, 014 
98 

4i4, 420 
1, 600, 214 

54, 295 

1, 888, 419 

1 7,168, 518 
2, 658,117 

1 9, 826, 635 
2,317 

I 9,823,962 
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TABLE 49,—Chrysler Corporation—Statement of consolidated income and expenses, excluding foreign subsidiaries and sales branches, 1927 to ^ 
1937, inclus-ive—Continued ^ 

1933 1934 1935 1936 1937 To ta l , years 
1927-37 

Gross sales. 
Less deductions 

Net sales 

Factory cost of sales 

Gross prof i t on sales -

Commercial and administrative expenses: 
Engineering and development . . -
Advert is ing 
Officers and olBce salaries 
General expenses 

Tota l expenses 

Net profi t on sales 
Otlier income (net of expenses) 

Net prof i t f r o m motor-vehicle busiuess 
Income f rom investments: 

Rent and options ou real estate not used 
Sundry invcstmenls 
Marketable securities 
Fro.m subsidiaries not consolidated 
Loans to Chrysler Management Trus t 

Tota l income f r o m outside investments 

Tota l net prof i t before interest and income taxes 
Deduct: Interest on borrowed funds 

Net prof i t before provision for income taxes 
Provision for Federal and State income taxes 

Net prof i t after providing for income taxes 

1 Loss. 

$230,518,073 
5,111,-390 

225, 406, 077 
192,110,717 

33,295,960 

3,673,971 
2, 915, 6,59 
4, 619, 297 
4, 741, 025 

15, 949,'852 

17,346; 108 
405,328 

17, 75i; 436 

1 37,108 
13, 871 

499,141 
86;348 
64, 295 

615;:547 

18, 366,"983 
2,531,013 

15, 835,970 
1, 98I,:592 

13,854,*378' 

,$351,901,160 
6,869,795 

,$505, 658, 049 
7, 241, 876 

$643, 217, 800 
8,714,086 

$741,13,5, ,529 
13; 107,877 

340,031,365 
307, 2,54,389 

498, 410,173 
416, 612, 843 

634, 503, 714 
521, 727, 720 

728,027, 652 
626, 296, 261 

38, 776, 976 81, 903, 330 112, 776, 994 101,731,391 

4, 777, 824 
9,525,171 
7,153,196 
6, 445, 001 

5, 076, 579 
14,812, 938 

7, 245, 226 
6, 353, 961 

6, 878, 875 
14, 854,472 
8, 590, 640 
6, 582, 119 

5, 975,988 
15,958, 213 
10,122,167 
6,420,786 

27, 901,192 33, 488, 704 35,915, 115 38,477,154 

10, 875, 784 
1, 524, 495 

48, 414, 626 
1, 680, 752 

70,860,879 
3,151,366 

12, 400, 279 

30, 288 
34, 634 

261, 289 
1, 514, 342 

49.830 

60, 096, 378 

84, 755 
121,400 
29, 750 
798, 872 
45, Ul 

80,015, 245 

134,980 
319,477 
132,907 

1,016, 267 
10, 687 

1, 890, 383 1, 079,888 1,614, 218 

14, 290, 662 
2,309,033 

61, 175, 266 
883,779 

81,029, 463 
71, 205 

11,981,629 
1,688,800 

50, 291, 487 
8, 563, 287 

81, 658, 2,58 
13, 324, 811 

10,392,829 
I 

41, 728, 200 08, 233, 447 

63, 254, 237 
4,198, 482 

67, 452, 719 

159,823 
404, 475 
164,414 

1, 673, 765 

69,862, 984 
409 

69, 862, 675 
11, 278, 710 

58, 683, 865 

$3,783, 751, 604 
50, 855, 015 

3, 732, 896, 589 
3,170, 687,143 

552, 209, 446 

42, 689, 065 
95, 632, 989 
70, 4,53, 669 
56, 773, 746 

265, 549, 469 

296, 659, 977 
22, 613, 983 

319, 273, 960 

1 221,843 
903,186 

3,136, 996 
7, 615,139 
530, 014 

11, 963, 492 

331, 237, 452 
19, 433, 392 

311, 804, 060 
45, 452, 628 

266, 351, 432 
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REPORT ON MOTOR VEHICLE INDUSTRY 539-

Deductions from g7'oss value of goods in-voiced.—The deductions from 
gross income as shown on the stateinent of income and expenses, table 
49, consisted largely of overriding discounts, retroactive ciuantity dis
counts, and provision for price adjustments and other sundry adjustr 
ments. The amounts are shown in the following tabulation: 

Sales deductions for the years 1930 to 1937, inclusive 

[Sales recorded, net] 

Year Overriding 
discount 

Retro
active 

quantity 
discount 

Highway 
safety -
plan 

Sundry 
sales 

adjust
ments 

Total 

1930 $581,003 
1,242,976 
1, 218, 222 
2,494, 427 
4, 357,940 
6, 729, 205 
7,166, 357 
8, 616,779 

$118,376 
74,931 

122,316 
261,638 
324,428 
950, 578 

1, 574, 527 
1,994, 573 

$270,802 
385,927 
138,771 

3,823 

$3,217,622 
1,754,443 
1,322,596 
2,301, 608 
1,187, 421 

562, 093 
I 26,798 

2,497, 525 

$4,187,802 
3,458, 277 
2,801,905 
6,111,396 
6,869, 795 
7,241,876 
8, 714, 086 

13,107, 877 

1931 
$581,003 

1,242,976 
1, 218, 222 
2,494, 427 
4, 357,940 
6, 729, 205 
7,166, 357 
8, 616,779 

$118,376 
74,931 

122,316 
261,638 
324,428 
950, 578 

1, 574, 527 
1,994, 573 

$270,802 
385,927 
138,771 

3,823 

$3,217,622 
1,754,443 
1,322,596 
2,301, 608 
1,187, 421 

562, 093 
I 26,798 

2,497, 525 

$4,187,802 
3,458, 277 
2,801,905 
6,111,396 
6,869, 795 
7,241,876 
8, 714, 086 

13,107, 877 

1932 

$581,003 
1,242,976 
1, 218, 222 
2,494, 427 
4, 357,940 
6, 729, 205 
7,166, 357 
8, 616,779 

$118,376 
74,931 

122,316 
261,638 
324,428 
950, 578 

1, 574, 527 
1,994, 573 

$270,802 
385,927 
138,771 

3,823 

$3,217,622 
1,754,443 
1,322,596 
2,301, 608 
1,187, 421 

562, 093 
I 26,798 

2,497, 525 

$4,187,802 
3,458, 277 
2,801,905 
6,111,396 
6,869, 795 
7,241,876 
8, 714, 086 

13,107, 877 

$581,003 
1,242,976 
1, 218, 222 
2,494, 427 
4, 357,940 
6, 729, 205 
7,166, 357 
8, 616,779 

$118,376 
74,931 

122,316 
261,638 
324,428 
950, 578 

1, 574, 527 
1,994, 573 

$270,802 
385,927 
138,771 

3,823 

$3,217,622 
1,754,443 
1,322,596 
2,301, 608 
1,187, 421 

562, 093 
I 26,798 

2,497, 525 

$4,187,802 
3,458, 277 
2,801,905 
6,111,396 
6,869, 795 
7,241,876 
8, 714, 086 

13,107, 877 

1934... _ 

$581,003 
1,242,976 
1, 218, 222 
2,494, 427 
4, 357,940 
6, 729, 205 
7,166, 357 
8, 616,779 

$118,376 
74,931 

122,316 
261,638 
324,428 
950, 578 

1, 574, 527 
1,994, 573 

$270,802 
385,927 
138,771 

3,823 

$3,217,622 
1,754,443 
1,322,596 
2,301, 608 
1,187, 421 

562, 093 
I 26,798 

2,497, 525 

$4,187,802 
3,458, 277 
2,801,905 
6,111,396 
6,869, 795 
7,241,876 
8, 714, 086 

13,107, 877 

1935 

$581,003 
1,242,976 
1, 218, 222 
2,494, 427 
4, 357,940 
6, 729, 205 
7,166, 357 
8, 616,779 

$118,376 
74,931 

122,316 
261,638 
324,428 
950, 578 

1, 574, 527 
1,994, 573 

$3,217,622 
1,754,443 
1,322,596 
2,301, 608 
1,187, 421 

562, 093 
I 26,798 

2,497, 525 

$4,187,802 
3,458, 277 
2,801,905 
6,111,396 
6,869, 795 
7,241,876 
8, 714, 086 

13,107, 877 
1936. 

$581,003 
1,242,976 
1, 218, 222 
2,494, 427 
4, 357,940 
6, 729, 205 
7,166, 357 
8, 616,779 

$118,376 
74,931 

122,316 
261,638 
324,428 
950, 578 

1, 574, 527 
1,994, 573 

$3,217,622 
1,754,443 
1,322,596 
2,301, 608 
1,187, 421 

562, 093 
I 26,798 

2,497, 525 

$4,187,802 
3,458, 277 
2,801,905 
6,111,396 
6,869, 795 
7,241,876 
8, 714, 086 

13,107, 877 1937 

$581,003 
1,242,976 
1, 218, 222 
2,494, 427 
4, 357,940 
6, 729, 205 
7,166, 357 
8, 616,779 

$118,376 
74,931 

122,316 
261,638 
324,428 
950, 578 

1, 574, 527 
1,994, 573 

$3,217,622 
1,754,443 
1,322,596 
2,301, 608 
1,187, 421 

562, 093 
I 26,798 

2,497, 525 

$4,187,802 
3,458, 277 
2,801,905 
6,111,396 
6,869, 795 
7,241,876 
8, 714, 086 

13,107, 877 

Total. - . 

$581,003 
1,242,976 
1, 218, 222 
2,494, 427 
4, 357,940 
6, 729, 205 
7,166, 357 
8, 616,779 

$118,376 
74,931 

122,316 
261,638 
324,428 
950, 578 

1, 574, 527 
1,994, 573 

$3,217,622 
1,754,443 
1,322,596 
2,301, 608 
1,187, 421 

562, 093 
I 26,798 

2,497, 525 

$4,187,802 
3,458, 277 
2,801,905 
6,111,396 
6,869, 795 
7,241,876 
8, 714, 086 

13,107, 877 

Total. - . 31,405,916 5,411,266 799, 323 12,876,510 50,493,014 

' Red flgures. . 

Overriding discounts.—Chrysler Corporation invoiced cars to dis 
tributors and direct dealers at the Detroit delivered prices less the 
stated clealer discoun ts. An - additional or overriding discount of 3 
percent of Detroit delivered prices was ahowed to distributors and 
direct dealers as follows: 

(1) To Chrysler-Plymouth distributors on car sales to dealers and 
on car sales to the distributor's own branches outside the corporate 
limits of the city hi wbich the distributor was located. 

(2) Chrysler-Plymouth direct dealers on car sales to associate deal
ers and on sales to the direct dealer's own branches outside the cor
porate limits of the city in which the direct dealer was located. 

(3) Dodge-Plymouth direct dealers on sales of Plymouth cars sold 
to associate dealers and on sales of Plymouth cars to direct dealer's 
own branches outside the corporate limits of tbe city in which the 
direct dealer was located. The overriding discount did not apply to 
Dodge cars as they were sold to the associate dealers at a lesser base 
discount than allowed hy the manufacturer. During 1938, the direct 
dealers allowed 2 percent less tlian allowed hy the manufacturer. 

(4) De Soto-Plymouth direct dealers: The provisions applying to 
these were the same as for a Chrysler-Plymouth direct dealer. 

I n handling the overriding discount the corporation created a re
serve by charging sales as the sales were made to distributors and 
dealers. The reserve provisions were based on an estimated percent, 
of sales of cars that would be resold. The overriding discounts allowed 
distributors and dealers were charged to the reserve. A reserve was 
provided for each car model, and as each model was discontinued, the 
balance in the reserve was added to sales hy the corporation. 

Retroactive quantity discounts.—The dealer agreements provided for 
retroactive quantity discount on purchases, by distributors and deal
ers, of Chrysler, Dodge, and De Soto motor vehicles. I t did not applj^ 
to purchases of Plymouth cars. For illustration, if a dealer purchased 

: I 
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1 to 10 1938 model Dodge cars he received a base trade discount of 
22.5 percent. But if the purchases exceeded 100 cars then the dealer 
was allowed a discount of 24.5 percent, and when the purchases 
reached 101 cars then the 24.5 percent discount applied to all cars 
bhled at a discount less than the latter. 

When accounting for the retroactive quantity discount, the corpo
ration created a reserve as cars were shipped by deducting an esti
mated amount from the billings to dealers and distributors. The 
reserve provisions were computed by the difference between the billing 
discount and the estimated effective rate of discount determined by 

[ experience. When the retroactive discount was allowed to the dis
tributors and dealers it was deducted from the reserve. A reserve 
was provided for each car model. The balance in the reserve after 
a model was discontinued, was added to sales. In revising the in
come and expenses as reported by the corporation, the Commission's 
accountants reflected the adjustments of the reserve in other income 
because the adjustments were not made until a time subsequent to 
that during which the cars were bhled. 

Provision for price-adjustment reserve.—The corporation created a 
yearly reserve to provide for possible price reductions on the new 
motor vehicles in the hands of dealers. At times it was necessary for 
Chrysler to make a price adjustment on new-cars stock in dealer's 
hands in order to clear such stock before the introduction of a new 
model. 

The reserve was created by deducting an estimated sum, from the 
bhlings to dealers, that was considered adequate to provide for future 
price adjustments of a particular model. The reserve provisions were 
set up as cars were billed to dealers and any price adjustments were 
deducted from the reserve. When accounting for the reserve the cor
poration added the balance to sales as the respective models were 

Ilf j discontinued. The Commission's accountants revised this procedure 
jii • and reversed the deductions and additions from sales and substituted 

therefor the actual adjustments allowed the dealers. 
Advertising.—In marketing motor vehicles advertising has, for a 

long period, been an important feature. Although the manufacturer 
deals with distributors and large dealers and not the users of motor 
vehicles, yet the manufacturer extends certain sales aids to dealers 
and advertises extensively to the users in order to create a demand 
for the product sold by the dealers. The Chrysler Corporation's sales 
prices of automobiles to the lisers include a pro-vision for advertising 
expense. This holds true whether the charge is hsted as a separate 
item in billing or included in the base price. 

From 1927 to 1936, inclusive, Chrysler Corporation made charges 
for advertising to the dealers on the car invoices at a fixed amount per 
car as designated in the dealer agreements or price bulletins. On 
December 23, 1936, the delivered "ready to run" f. o. b. Detroit price 
was put into effect and since that date advertising has not been billed 
as a separate item on the car invoices. The statements made regarding 
the charges on car invoices for advertising do not mean that the com
pany did not expend more per car in advertising than the advertising 
billed separately. 

The advertising charges per car billed in car invoices and the 
expenditures per car are illustrated for three of Chrysler lines of cars. 
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Year 

Plymoutb Dodge 

Year Advertis
ing billed 
in invoice 

Num
ber cars 

sold 
Total ad
vertising 

Expend
iture 

per CEU-

Advertising 
billed in in

voice 

Num
ber cars 

sold 
Total ad
vertising 

Expend
iture 

per car 

1930 -_ 
1931 
1932 
1933 
1934. 
1935 

$19,50 
5,00 
5,00 
5,00 
,75 

3. 60 
3,50 

63, 287 
101, 381 
117, 673 
242,315 
315, 764 
386, 685 
469, 722 

$920,905 
1, 847, 645 
2, 787, 983 
2, 795, 090 
3, 469,922 
4,140,176 
4, 811, 865 

$14. 55 
18. 22 
23.69 
11. 53 
10. 96 
10. 73 
10.47 

$8.60-$38. 50 
8.50- 20. 00 
8.60- 20. 00 
8. 50- 20.00 
6.00- 8.00 
6.00- 8.00 

• 6.00- 8.00 

77,963 
65,024 
35, 335 

118, 304 
150, 864 
261, 646 
336, 691 

$3, 699, 746 
2, 276,576 
1, 573, 292 
2,666, 409 
3, 198,722 

0) 
4, 510, 457 

$47,46 
35.01 
44.53 
22.45 
21.20 

1936 

$19,50 
5,00 
5,00 
5,00 
,75 

3. 60 
3,50 

63, 287 
101, 381 
117, 673 
242,315 
315, 764 
386, 685 
469, 722 

$920,905 
1, 847, 645 
2, 787, 983 
2, 795, 090 
3, 469,922 
4,140,176 
4, 811, 865 

$14. 55 
18. 22 
23.69 
11. 53 
10. 96 
10. 73 
10.47 

$8.60-$38. 50 
8.50- 20. 00 
8.60- 20. 00 
8. 50- 20.00 
6.00- 8.00 
6.00- 8.00 

• 6.00- 8.00 

77,963 
65,024 
35, 335 

118, 304 
150, 864 
261, 646 
336, 691 

$3, 699, 746 
2, 276,576 
1, 573, 292 
2,666, 409 
3, 198,722 

0) 
4, 510, 457 

13.40 

' Not available. 

The advertising invoice charge per Dodge car in 1930 ranged from 
$8.50 for the Six to $38.50. for the Senior Eight. The intermediate 
models such as Standard Eight carried a charge of $12 and the Deluxe 
Six carried a charge of $27.50 per car. 

Year 

Chrysler Cbrysler 

Year Advertising 
bUIed in in-

voioa 

Num
ber cars 

sold • • 
Total ad
vertising 

Expend
iture 

per car 
Year 

Advertising 
billed in in

voice 

Num
ber cars 

sold 
Total ad
vertising 

Expend
iture 

per car 

1930... 
1931... 
1832... 
1033... 

$26.00-$70, 50 
10.00- 25.00 
10,00- 25,00 
10, 00- 25.00 

54,192 
47,742 
23, 282 
27, 583 

$3, 334, 363 
2, 303, 286 
1, 335, 308 
1, 101, 278 

$61, .13 
48.24 
67.36 
39.93 

1034... 
1935... 
1936... 

$1.25-$2.00 
10.00-15.00 
10. 00-16. 00 

33,076 
45, 609 
65, 636 

$1,097,917 
0) 

3,135, 671 

$33, la 1930... 
1931... 
1832... 
1033... 

$26.00-$70, 50 
10.00- 25.00 
10,00- 25,00 
10, 00- 25.00 

54,192 
47,742 
23, 282 
27, 583 

$3, 334, 363 
2, 303, 286 
1, 335, 308 
1, 101, 278 

$61, .13 
48.24 
67.36 
39.93 

1034... 
1935... 
1936... 

$1.25-$2.00 
10.00-15.00 
10. 00-16. 00 

33,076 
45, 609 
65, 636 

$1,097,917 
0) 

3,135, 671 47,85 

' Not available. 

The advertising invoice charges per Chrysler car in 1930 ranged 
from $17 to $70.50. The various models carried the 
charges: 

foHowing 

Chrysler 75 $35. 50 
Chrysler 77 36. 00 
Chrysler I . M . P,-C. G 50. 00 
Chrysler I . M , P. 6 70. 50 

Chrysler CJ $17. 00 
Chrysler 66 26, 00 
Chrysler 65 29, 00 
Chrysler 70 30, 00 
•Chrysler 8—CD 30, 00 

During 1936 the charges were $6 on the Airstream sixes and eights; 
and on the Airflows, C-9, $12.50; C-10, $15; and C-11, $15. 

With regard to ha.ndling advertising, the Chrysler . Corporation 
advised that the sales divisions were told what theh advertismg appro
priations were to be, based on an amount per car. This amount 
•consisted of a combination of the amount billed as a separate item on 
car invoices plus an amount to be provided by the corporation. In 
applying amounts collected on car invoices for advertising, considera
tion was always given to a pro-vision wbich might be necessary in 
order that the number of cars in the hands of dealers would not be 
overlooked in connection with advertising expenditures. Stated dif
ferently: For budget-control purposes the advertising fund contrib
uted by the corporation might well be spent when cars were shipped 
to dealers. However, it was always necessary to give consideration 
to the advertising per car collected as a separate item on the invoices, 
to the end that the expenditures were regulated more as the cars were 
sold at retail by the dealers than at the time the cars were shipped from 
the factory. 
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The advertising charges billed to dealers as advertising were covered 
' by tbe factory suggested retail prices as furnished to dealers; therefore, 

the charges presumably were collected by the dealers when they sold 
the cars at retail. 

Chrysler Corporation advertising durhig 1938 for Chrysler cars was 
placed through Lee Anderson Advertising Co., of Detroit, Mich.; for 
Plymouth and De Soto cars, i t w-as placed through J, Sterling Getchell, 
of New York and Detroit; and Dodge advertismg was placed through 
Riithrauff & Ryan, of New York a.nd Detroit. Each division adver
tised through its own agency on an independent basis, but the divisions 

: obtained the advantages of quantity advertising rates as the adver-
1 tising agencies worked together to obtain quantitj'' rates in the event 
! two or more divisions are using the same advertising medium. The 

advertising agencies charged the Chrysler Corporation for the cost of 
the mechanical preparation, including art work, engraving, and com
position, plus 15 percent of the cost. The advertising agencies then 
collected 15 percent of the cost of placing the advertising f ioni the 
advertising mediums. 

The foregoing-discussion pertains to the general advertising of the 
Chrysler Corporation. At times the corporation assisted in local 
dealer sales-promotion programs. For example, officials of the cor
poration stated that the Dodge dealers in the metropolitan Detroit 
area agreed among themselves that they would do some additional 
advertising and requested the factory to bill $2 on each car or truck 
which they purchased. The corporation included such a charge on 
the car invoices and the funds so collected were retained in an accoimt 
called "Dodge dealers sales-promotion fund." 

Tbe manufacturer did not enter into the commitment but the 
dealers did consult with the Dodge regional manager and the Dodge 
advertising department, and the invoices for advertising, after ap
proval, were sent to the manufacturer and paid from the fund col-

; lected. Similar arrangements have at various times existed for 
other districts on the various lines of cars. The charges resulting 
from such plans are not imposed by the manufacturer and the manu
facturer enters into the arrangement only as a collecting agent for 
the dealer. 

There also have been times when the dealers in a given district 
have either individually or collectively arranged to expend a certain 
amount for advertising, provided the manufacturer would con
tribute toward the program. On numerous occasions the factory 
has contributed toward such advertising campaigns and in such cases 
i t might alter its original program for advertising in a particular 
section and substitute the contribution for that which originally had 
been planned. 

As illustrated by the next tabulation, the Chrysler Corporation 
billed advertising separately to dealers in the amount of $31,309,492, 
during the period from 1927 to 193G, inclusive. The dealers hi turn 
included these charges in the prices charged the consumers. I n 
the same period, plus the year 1937, the Chrysler Corporation spent 

-i I $95,632,989 in advertismg its products. Of this amount only 
1 , $31,309,492 was billed separately as advertising, but regardless of 
1 whether advertising was billed separately or included in the base 

'• \ • prices, yet the consumers, in the final analysis, paid the total cost 
1 of advertising. 
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Year 
Billed ou 
cars and 
trucks 

Total adver
tising per 
expense 

statement 
Year 

Billed on 
cars and 
trucks 

Total adver
tising per 
expense 

statement 

1927 $2,637,305 
3, 466, 471 
5, 904, 720 
2, 614,171 
2, 463, 475 
1, 015, 603 
3, 120, 962 

$4,251, OOG 
7,214,347 
9, 633, 649 
6, 205, 525 
5,062, 522 
6,198, 987 

1 2,915,559 

1934 $1,382,659 
3,653,379 
4, 560,747 

$9, 626,171 
14, 812, 938 
14, 854, 472 

1928. 
$2,637,305 
3, 466, 471 
5, 904, 720 
2, 614,171 
2, 463, 475 
1, 015, 603 
3, 120, 962 

$4,251, OOG 
7,214,347 
9, 633, 649 
6, 205, 525 
5,062, 522 
6,198, 987 

1 2,915,559 

1935 
$1,382,659 
3,653,379 
4, 560,747 

$9, 626,171 
14, 812, 938 
14, 854, 472 1920 

$2,637,305 
3, 466, 471 
5, 904, 720 
2, 614,171 
2, 463, 475 
1, 015, 603 
3, 120, 962 

$4,251, OOG 
7,214,347 
9, 633, 649 
6, 205, 525 
5,062, 522 
6,198, 987 

1 2,915,559 

1930 

$1,382,659 
3,653,379 
4, 560,747 

$9, 626,171 
14, 812, 938 
14, 854, 472 

1930 

$2,637,305 
3, 466, 471 
5, 904, 720 
2, 614,171 
2, 463, 475 
1, 015, 603 
3, 120, 962 

$4,251, OOG 
7,214,347 
9, 633, 649 
6, 205, 525 
5,062, 522 
6,198, 987 

1 2,915,559 

Total 

$1,382,659 
3,653,379 
4, 560,747 

$9, 626,171 
14, 812, 938 
14, 854, 472 

1931 

$2,637,305 
3, 466, 471 
5, 904, 720 
2, 614,171 
2, 463, 475 
1, 015, 603 
3, 120, 962 

$4,251, OOG 
7,214,347 
9, 633, 649 
6, 205, 525 
5,062, 522 
6,198, 987 

1 2,915,559 

Total 31,309,492 
(.') 

79, 674, 776 
16, 958, 213 1932 

$2,637,305 
3, 466, 471 
5, 904, 720 
2, 614,171 
2, 463, 475 
1, 015, 603 
3, 120, 962 

$4,251, OOG 
7,214,347 
9, 633, 649 
6, 205, 525 
5,062, 522 
6,198, 987 

1 2,915,559 
1937 

31,309,492 
(.') 

79, 674, 776 
16, 958, 213 

1933 

$2,637,305 
3, 466, 471 
5, 904, 720 
2, 614,171 
2, 463, 475 
1, 015, 603 
3, 120, 962 

$4,251, OOG 
7,214,347 
9, 633, 649 
6, 205, 525 
5,062, 522 
6,198, 987 

1 2,915,559 

31,309,492 
(.') 

79, 674, 776 
16, 958, 213 

1 Charge to expenses vras less in 1933 tban the amount billed, because of an adjustment amounting to 
$4,689,628.40. 

' Billed in car prices. 

Components of sales and cost of sales per income and expenses.— 
In the discussion of the financial statements presented for the United 
States operations of Chi-ysler Corporation, it was stated these opera
tions were conducted by several corporations. These corporations 
not only conducted business with the public but their operations 
involved intercompany transactions. This situation complicated 
the work of the Commission's accountants, especially in obtainhig 
any analysis of sales, factory cost of sales, and commercial and ad
ministrative expenses. 

For illustration, an analysis of sales and factory cost of sales was 
available for the Chrysler Corporation and Chrysler Motor Parts 
Corporation as separate entities, but not avahable for the other sales 
companies and Chi-ysler Motors of Cahfornia. Furthei-more, if the 
analysis had been avahable for the latter, there would have arisen 
the problem of separating in detail the billings by Chrysler Corpora
tion of goods to the subsidiaries. This information was not readily 
available and to obtain i t would have involved a considerable amoimt 
of work. 

In view of this situation i t was concluded to confine the analysis 
of sales, factory cost of sales, and commercial and administrative 
expenses to the operations of Chrysler Corporation and Chrysler 
Motor Parts Corporation because they represented by far the larger 
portion of the total. This is hlustrated by the fact that the goods 
billed by the latter two corporations amounted to $715,295,026 
during 1937, while the total billings by the consolidated United 
States operations amounted to $728,027,652, 

In order to reconcile the analysis statements, which follow, with 
the income and expense statement, page 587, i t is necessary to refer 
to the statement reconciling the two which follow. The first part of 
the next stateinent, table 50, shows the components of the sales 
amounts and factory cost of sales presented by the income and ex
pense statement. The second part then starts with the sales and 
cost of sales by the Chrysler Corporation and then takes up the sales 
and cost of sales to subsidiaries and the sales and cost of sales of the 
Parts Corporation. After giving effect to certain adjustments, the 
result represents the sales and cost of sales that permitted of further 
analysis within a reasonable time. 

The first part of the next statement shows sales by Chrysler Cor
poration to the public amounting to $612,252,817 during 1937. 
Add to this the sum of $83,279,688 and $7,913,327 for goods billed 
to United States and foreign subsidiaries, deduct the billings of 
$7,813,819 to Chrysler Motor Parts Corporation and add the sales 

\ • 



TABLE 50.—Chrysler Corporation—Components of sales and cost of sales per income statement and analysis by lines of products 

SALES AND COST OF SALES OF COMPANIES I N CONSOLIDATION OF U N I T E D STATES BUSINESS 
CD 

1929 1930 1931 1932 1933 1934 1935 1936 1937 

Sales ot companies included i n special consolidation: 
Chrysler Corporation to public _ __ 
Clirysler Corporation to subsidiaries not consolidated . 
Chrysler Motors of California . . . . . . . . . 

$323,065,257 
27, 234, 447 

$181, 279,480 
12, 759, 957 

$158, 229,047 
14,661,939 

$113, 071, 894 
14, 413, 818 
1,058,143 

$201, 636, 598 
17, 357, 908 
6, 388, 621 

$309,825,429 
21,402, 631 
14, 918, 857 

$420, 010, 639 
28, 6'54,157 
28, 602, 230 
10,931,814 
8, 270, 392 
1 295,683 

$536, 503, 474 
42, 746, 812 
34, 898, 908 
11, 940, 858 
9,193,962 
1 167, 266 

$612,252,817 
52, 120,827 
36, 328, 639 
12,913, 526 
7, 882, 403 
1, 864, 602 

Chrysler Moto r Paj ts Corporation. 

$113, 071, 894 
14, 413, 818 
1,058,143 

$201, 636, 598 
17, 357, 908 
6, 388, 621 

$309,825,429 
21,402, 631 
14, 918, 857 

$420, 010, 639 
28, 6'54,157 
28, 602, 230 
10,931,814 
8, 270, 392 
1 295,683 

$536, 503, 474 
42, 746, 812 
34, 898, 908 
11, 940, 858 
9,193,962 
1 167, 266 

$612,252,817 
52, 120,827 
36, 328, 639 
12,913, 526 
7, 882, 403 
1, 864, 602 

Sales companies . 

$420, 010, 639 
28, 6'54,157 
28, 602, 230 
10,931,814 
8, 270, 392 
1 295,683 

$536, 503, 474 
42, 746, 812 
34, 898, 908 
11, 940, 858 
9,193,962 
1 167, 266 

$612,252,817 
52, 120,827 
36, 328, 639 
12,913, 526 
7, 882, 403 
1, 864, 602 Adjus tment of sales b y corporation . . . 

Total net sales before Federal Trade Commission 
adjustments _ . 

Adjustments by Federal Trade Commission . . . 

Tota l net sales per income statement _ 

Factory cost ot sales included i n special consolidation: 
Chrysler Corporation to publ ic . _. . 
Chrysler Corporation to subsidiaries not consoUdatod. 
Ghrysler Motors of California _ 

1 45, 672 1 86,158 637, 617 I 492, 005 

$420, 010, 639 
28, 6'54,157 
28, 602, 230 
10,931,814 
8, 270, 392 
1 295,683 

$536, 503, 474 
42, 746, 812 
34, 898, 908 
11, 940, 858 
9,193,962 
1 167, 266 

$612,252,817 
52, 120,827 
36, 328, 639 
12,913, 526 
7, 882, 403 
1, 864, 602 Adjus tment of sales b y corporation . . . 

Total net sales before Federal Trade Commission 
adjustments _ . 

Adjustments by Federal Trade Commission . . . 

Tota l net sales per income statement _ 

Factory cost ot sales included i n special consolidation: 
Chrysler Corporation to publ ic . _. . 
Chrysler Corporation to subsidiaries not consoUdatod. 
Ghrysler Motors of California _ 

350,299, 704 
145,067 

194,039,437 
1 240, 330 

172,845,414 
1 615, 626 

128, 457, 607 
247, 870 

226, 020, 642 • 
> 613, 065 

345, 654, 912 
376, 452 

496,173, 599 
2, 242, 574 

635,115,748 
I 612, 034 

723, 362, 814 
4,664,838 

Adjus tment of sales b y corporation . . . 

Total net sales before Federal Trade Commission 
adjustments _ . 

Adjustments by Federal Trade Commission . . . 

Tota l net sales per income statement _ 

Factory cost ot sales included i n special consolidation: 
Chrysler Corporation to publ ic . _. . 
Chrysler Corporation to subsidiaries not consoUdatod. 
Ghrysler Motors of California _ 

350,444, 771 193,799,107 172,329,788 128, 705,477 225,406,677 346, 031, 365 498,416,173 634, 503, 714 728, 027, 652 

Adjus tment of sales b y corporation . . . 

Total net sales before Federal Trade Commission 
adjustments _ . 

Adjustments by Federal Trade Commission . . . 

Tota l net sales per income statement _ 

Factory cost ot sales included i n special consolidation: 
Chrysler Corporation to publ ic . _. . 
Chrysler Corporation to subsidiaries not consoUdatod. 
Ghrysler Motors of California _ 

262,163,135 
23,013,364 

148,700,091 
10,463,491 

133,916,147 
12,241,944 

98,101, 411 
12,333,310 

949,945 

173,624,417 
14, 946, 724 
5, 509, 761 

274, 9,52, 559 
19,494,902 
13, 618,721 

360, 432, 727 
24, 063, 825 
26, 374, 725 
7,286, 661 
8, 187, 666 

1 2,116,850 
1 8,978,807 

440,445,884 
36, 074, 099 
31,940,813 
7,317,746 
9,465, 137 

1 4, 297, 279 
1, 184,338 

627, 321,104 
46, 755, 235 
•33, 652, 539 
7, 813, 819 
7, 844, 327 

I 4, 392,978 
1 97, 264 

e, 954,142 

Chrysler Motor Farts Corporation 

98,101, 411 
12,333,310 

949,945 

173,624,417 
14, 946, 724 
5, 509, 761 

274, 9,52, 559 
19,494,902 
13, 618,721 

360, 432, 727 
24, 063, 825 
26, 374, 725 
7,286, 661 
8, 187, 666 

1 2,116,850 
1 8,978,807 

440,445,884 
36, 074, 099 
31,940,813 
7,317,746 
9,465, 137 

1 4, 297, 279 
1, 184,338 

627, 321,104 
46, 755, 235 
•33, 652, 539 
7, 813, 819 
7, 844, 327 

I 4, 392,978 
1 97, 264 

e, 954,142 

Sales companies . . 

360, 432, 727 
24, 063, 825 
26, 374, 725 
7,286, 661 
8, 187, 666 

1 2,116,850 
1 8,978,807 

440,445,884 
36, 074, 099 
31,940,813 
7,317,746 
9,465, 137 

1 4, 297, 279 
1, 184,338 

627, 321,104 
46, 755, 235 
•33, 652, 539 
7, 813, 819 
7, 844, 327 

I 4, 392,978 
1 97, 264 

e, 954,142 

Gross p ro f i t on sales b y Chrysler Corporation to Cali
fornia and sales companies _ 

Adjus tment b y corporation _ . . . . 
12,316,328 12, 376, 540 6,003,357 1 220,878 

9,351,862 
1 269, 547 

1 1,520, 857 
1 769, 560 
1 956,076 

360, 432, 727 
24, 063, 825 
26, 374, 725 
7,286, 661 
8, 187, 666 

1 2,116,850 
1 8,978,807 

440,445,884 
36, 074, 099 
31,940,813 
7,317,746 
9,465, 137 

1 4, 297, 279 
1, 184,338 

627, 321,104 
46, 755, 235 
•33, 652, 539 
7, 813, 819 
7, 844, 327 

I 4, 392,978 
1 97, 264 

e, 954,142 Under iibsorbed factory burden __ 

1 220,878 
9,351,862 

1 269, 547 
1 1,520, 857 

1 769, 560 
1 956,076 

360, 432, 727 
24, 063, 825 
26, 374, 725 
7,286, 661 
8, 187, 666 

1 2,116,850 
1 8,978,807 

440,445,884 
36, 074, 099 
31,940,813 
7,317,746 
9,465, 137 

1 4, 297, 279 
1, 184,338 

627, 321,104 
46, 755, 235 
•33, 652, 539 
7, 813, 819 
7, 844, 327 

I 4, 392,978 
1 97, 264 

e, 954,142 

Tota l cost of goods before Federal Trade Commis
sion adjustments-. 

Adjustments by Federal Trade Commission . . . • 

Tota l cost of goods after Federal Trade Commission 

627, 321,104 
46, 755, 235 
•33, 652, 539 
7, 813, 819 
7, 844, 327 

I 4, 392,978 
1 97, 264 

e, 954,142 

Tota l cost of goods before Federal Trade Commis
sion adjustments-. 

Adjustments by Federal Trade Commission . . . • 

Tota l cost of goods after Federal Trade Commission 

297,482,827 
1 1, 212,107 

171, 620,122 
2, 274, 034 

151,161,448 
1 1, 501, 755 

120,515,650 
829, 655 

192,290,498 
1 179, 781 

306,340, 556 
913,833 

41,5, 860, 847 
601, 996 

622,130,738 
> 403,018 

625,850,924 
445,337 

Tota l cost of goods before Federal Trade Commis
sion adjustments-. 

Adjustments by Federal Trade Commission . . . • 

Tota l cost of goods after Federal Trade Commission 
296, 270, 720 173, 894,155 149, 659,693 121, 345, 305 192,110, 717 307,2S6,389 416,512,843 521, 727,720 626,296,261 

o 

{> 

In 

i> 
0 a 
Q 

o 

OJ 

o 

1 Deduction. 



E E C O N C I L I A T I O N O F S A L E S A N D COST O F S A L E S U S E D F O R P U R P O S E O F A N A L Y S I S W I T H T H O S E I N C L U D E D I N U N I T E D S T A T E S I N C O M E A N D 
E X P E N S E S T A T E M E N T 

Net sales: 
Chrysler Corporation to public 
Chrysler Corporation intercompany: 

Uni ted States and Canada 
Foreign — 

$323,065,257 

27,234,447 

To ta l 
El iminate sales nf Chrysler Corporation to Motor 

Parts Corporation 
Sales b y M o t o r Parts Corporat ion. . . 

To ta l net sales before Federal Trade Commission 
adjustments 

Adjustihents b y Federal Trade Commission. 

Tota l sales per ,an3lysis, b y divisions. 

Factory cost of sales: 
Chrysler Corporation to public 
Chrysler Corporation intercompany: 

Uni ted States and Canada '-. 
Foreign 

To ta l 
Under or over absorbed' factory burden 

Tota] cost of goods before Federal Trade Commis
sion adjustments 

Adjustments by Federal Trade Commission _ 

Tota l cost of goods per analysis, b y divisions.. 

$181,279,480 

12, 759, 957 

350, 299, 704 

350,299,704 
145,067 

350, 444, 771 

262,153,135 

23,013,364 

285, 166,499 
12,316,328 

297,482, 827 
1 1,212,107 

296,270,720 

$158,229,047 

12,640.198 
2,021,741 

194, 039, 437 

194,039,437 
1 240,330 

193,799,107 

148,790,091 

10,453,491 

159,243,682 
12,376,640 

171, 620,122 
2, 274, 034 

173,849,156 

$113,071,804 

13, 840, 715 
1,303,671 

172, 890, 986 

172, 890,986 
1 561.198 

172,329,788 

133,916,147 

10,691,048 
1,550,896 

146,168,091 
7,506, 666 

153, 664, 857 
I 4,004, 964 

149,659,693 

1 Deduction. 

$201,636,696 

19, 276,190 
2,061,272 

128,710,090 

128,716,090 
163,045 

128,879,135 

98,101,411 

11,920,499 
1,422,402 

111,444,312 
8,434,362 

119,878,664 
1, 732,546 

121,611,210 

222, 974, 058 

222,974,058 
31,790 

223,005,848 

173, 624, 417 

17,027,700 
1,629, 030 

192,281,147 
1 1, 902, 655 

190, 378, 592 
158,036 

190,636,623 

$309, 825, 429 

29, 297, 014 
3,754,900 

$420, 010, 689 

61, 096, 666 
4,102, 507 

342, 877,352 

342,877,352 
1 115, 551 

342, 761,801 

274,952, 659 

27, 243,156 
3,131,489 

305,327,204 
297, 924 

305, 625,138 
1 618,950 

305,006,178 

$536, 503, 474 

76,644,173 
5,396,004 

485, 209,862 

1 7.286, 561 
10,931,814 

488,855,115 
2,066,895 

490,922,010 

•3G0,432,727 

55,838,095 
3,263,245 

419,534,067 
1 11, 273, 282 

408, 260, 785 
2,985, 268 

411,246,053 

019,543,741 

1 7,317,746 
11,940, 858 

624,166,853 
1 611, 391 

623, 655,462 

440,445,884 

67,257,134 
4,834,838 

512, 537,856 
I 4,681,242 

607,856,614 
5, 609, 861 

613,466, 475 

$612, 252,817 

83,279,688 
7,913,327 

703, 445, 832 

I 7, 813,819 
12,913,526 

708, 545, 539 
6, 749, 487 

715, 295, 026 

527, 321,104 

75, 040, 818 
6, 410, 353 

608,772,275 
7,017,353 

615,789,628 
345, 425 

616, 135,053 
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by the latter amounting to $12,913,526 plus the adjustments of 
$6,749,487, gives a result of total sales of $715,295,026 for Chrysler 
Corporation and Chrj^sler Motor Parts Corporation combined. 
This amount was then analyzed to obtain the operating results by 
lines of products and motor vehicles. 

Analysis of sales, factory cost of sales, and gross and netprofit, by lines 
of products,—The next tabulation presents an analysis of the net sales 
and cost of sales and profit, by classes of goods, manufactured in and 
sold from the United States plants of the Chrysler Corporation. The 
classes of products indicated in this tabulation are readily understood. 
The term "production parts," as used here, means parts of cars pro
duced in the United States plants and sold to Canadian and foreign 
subsidiaries for assembly into motor vehicles. The term "other 
products," in general, refers to industrial engines, marine engines, and 
ah-conditioning equipment. 

As shown under the description of Chi-ysler Corporation plants and 
subsidiaries, the corporation maintained a sales-promotion company 
for each of its lines of cars and products. Each sales-promotion com
pany enters into a contract with the Chrysler Corporation whereby 
the sales company agrees to promote the sales of products, and in con
sideration for this service the Chrysler Corporation agrees to pay all of 
the expenses of the sales company plus 2 percent of such expenses other 
than expenses for advertising. The sales compa,ny also agrees to pur
chase from the Chrysler Corporation all shipments to distributors, 
dealers, and associate dealers which are not accepted by the dis
tributors, dealers, and associate dealers, and to take dehvery thereof, 
and to pay therefor at the agreed prices to the distributors, dealers, 
and associate dealers. For the latter service, the sales company 
receives 1 percent of the invoice price of all products purchased and 
paid for by the sales company. 

In constructing the balance sheets and income and expense state
ments submitted in this report, the Commission's accountants con
solidated the sales-promotion companies with the Chrysler Corpora
tion parent company statements and eliminated the profit of the sales 
companies, taking into account the actual expenses. The Chrysler 
Corporation's corporate structure was so arranged and accounts kept 
in such a manner that the Commission was able to obtain a sound dis
tribution of the selling and administrative expenses that applied to each 
line of products and from that determined the actual profit realized 
from each line of products. 

TABLE 51.—Chrysler Corporation—Summary of net sales, factory cost of sales, gross 
profit on goods, expenses, and net profit, by lines of products, applying io the United 
States operations, 1927 to 1937, inclusive 

New motor 
vehicles 

Parts and 
accessories 

Production 
parts 

other 
products Total 

Net sales: 
1929 - $335,724,983 

182, 247, 356 
163,512,316 
122, 562,181 
215, 883, 922 
331,294, 628 
448, 042, 498 
670, 305, 347 
654, 068,197 

$14,719,788 
11, 074, 857 
8,390, 528 
5, 933,161 
6, 491, 862 

10, 636, 703 
16, 838,067 
22,161, 626 
28,468, 683 

$350, 444,771 
193,799,107 
172,329, 788 
128,879,136 
223,005, 848 
342,701,801 
490, 922, 010 
623, 655,462 
715, 295, 026 

1930 
$335,724,983 
182, 247, 356 
163,512,316 
122, 562,181 
215, 883, 922 
331,294, 628 
448, 042, 498 
670, 305, 347 
654, 068,197 

$14,719,788 
11, 074, 857 
8,390, 528 
5, 933,161 
6, 491, 862 

10, 636, 703 
16, 838,067 
22,161, 626 
28,468, 683 

$476,894 
420,944 
383, 793 
630, 064 
830, 470 

1, 320, 590 
1,881,0,58 
2,020,990 

$350, 444,771 
193,799,107 
172,329, 788 
128,879,136 
223,005, 848 
342,701,801 
490, 922, 010 
623, 655,462 
715, 295, 026 

1931 -- . . . 

$335,724,983 
182, 247, 356 
163,512,316 
122, 562,181 
215, 883, 922 
331,294, 628 
448, 042, 498 
670, 305, 347 
654, 068,197 

$14,719,788 
11, 074, 857 
8,390, 528 
5, 933,161 
6, 491, 862 

10, 636, 703 
16, 838,067 
22,161, 626 
28,468, 683 

$476,894 
420,944 
383, 793 
630, 064 
830, 470 

1, 320, 590 
1,881,0,58 
2,020,990 

$350, 444,771 
193,799,107 
172,329, 788 
128,879,136 
223,005, 848 
342,701,801 
490, 922, 010 
623, 655,462 
715, 295, 026 

1932 .-

$335,724,983 
182, 247, 356 
163,512,316 
122, 562,181 
215, 883, 922 
331,294, 628 
448, 042, 498 
670, 305, 347 
654, 068,197 

$14,719,788 
11, 074, 857 
8,390, 528 
5, 933,161 
6, 491, 862 

10, 636, 703 
16, 838,067 
22,161, 626 
28,468, 683 

$476,894 
420,944 
383, 793 
630, 064 
830, 470 

1, 320, 590 
1,881,0,58 
2,020,990 

$350, 444,771 
193,799,107 
172,329, 788 
128,879,136 
223,005, 848 
342,701,801 
490, 922, 010 
623, 655,462 
715, 295, 026 

1933 --- ---

$335,724,983 
182, 247, 356 
163,512,316 
122, 562,181 
215, 883, 922 
331,294, 628 
448, 042, 498 
670, 305, 347 
654, 068,197 

$14,719,788 
11, 074, 857 
8,390, 528 
5, 933,161 
6, 491, 862 

10, 636, 703 
16, 838,067 
22,161, 626 
28,468, 683 

$476,894 
420,944 
383, 793 
630, 064 
830, 470 

1, 320, 590 
1,881,0,58 
2,020,990 

$350, 444,771 
193,799,107 
172,329, 788 
128,879,136 
223,005, 848 
342,701,801 
490, 922, 010 
623, 655,462 
715, 295, 026 

1934 

$335,724,983 
182, 247, 356 
163,512,316 
122, 562,181 
215, 883, 922 
331,294, 628 
448, 042, 498 
670, 305, 347 
654, 068,197 

$14,719,788 
11, 074, 857 
8,390, 528 
5, 933,161 
6, 491, 862 

10, 636, 703 
16, 838,067 
22,161, 626 
28,468, 683 

$476,894 
420,944 
383, 793 
630, 064 
830, 470 

1, 320, 590 
1,881,0,58 
2,020,990 

$350, 444,771 
193,799,107 
172,329, 788 
128,879,136 
223,005, 848 
342,701,801 
490, 922, 010 
623, 655,462 
715, 295, 026 

1935. . . . 
1936 
1937 

Total 

$335,724,983 
182, 247, 356 
163,512,316 
122, 562,181 
215, 883, 922 
331,294, 628 
448, 042, 498 
670, 305, 347 
654, 068,197 

$14,719,788 
11, 074, 857 
8,390, 528 
5, 933,161 
6, 491, 862 

10, 636, 703 
16, 838,067 
22,161, 626 
28,468, 683 

$24,720,865 
29,307,431 
30,747,2S0 

$476,894 
420,944 
383, 793 
630, 064 
830, 470 

1, 320, 590 
1,881,0,58 
2,020,990 

$350, 444,771 
193,799,107 
172,329, 788 
128,879,136 
223,005, 848 
342,701,801 
490, 922, 010 
623, 655,462 
715, 295, 026 

1935. . . . 
1936 
1937 

Total 3,023,6'I1,428 124. 711,175 84, 775, 542 7,904,803 3,241,092.948 
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T A B L E 51.—Chrysler Corporation-—Summary of net sales, factory cost of sales, gros.̂  

profit on goods, expenses, and net profit, by lines of products, applying lo ihe 
United States operations, 1927 to 1937, inclusive—Continued 

New motor 
vehicles 

Parts and 
accessories 

Production 
parts 

Other 
products To t a l 

Fnctorv cost of sales: 
1929 - ,$288, 738, 437 

166, 549,378 
144,488,067 
117, 506, 563 
186,307, 666 
297,346,890 
377,061,916 
471, 555,829 
568,365, 663 

$7, 632, 283 
0, 890,647 
4, 793, 586 
3, 750, 681 
3, 803, 577 
7,030,814 

10, 980, 615 
14, 061, 292 
18,304,785 

$296,270, 720 
173, 894,156 
149, 659, 693 
121,611,210 
190, 536,628 
30,5,006,178 
411,246,063 
613,466,476 
616,135, 053, 

1930 - -
,$288, 738, 437 
166, 549,378 
144,488,067 
117, 506, 563 
186,307, 666 
297,346,890 
377,061,916 
471, 555,829 
568,365, 663 

$7, 632, 283 
0, 890,647 
4, 793, 586 
3, 750, 681 
3, 803, 577 
7,030,814 

10, 980, 615 
14, 061, 292 
18,304,785 

$454,131 
378,041 
353, 966 
425,395 
628,474 

1, 049,080 
1,364,206 
1, 336, 716 

$296,270, 720 
173, 894,156 
149, 659, 693 
121,611,210 
190, 536,628 
30,5,006,178 
411,246,063 
613,466,476 
616,135, 053, 

1931 

,$288, 738, 437 
166, 549,378 
144,488,067 
117, 506, 563 
186,307, 666 
297,346,890 
377,061,916 
471, 555,829 
568,365, 663 

$7, 632, 283 
0, 890,647 
4, 793, 586 
3, 750, 681 
3, 803, 577 
7,030,814 

10, 980, 615 
14, 061, 292 
18,304,785 

$454,131 
378,041 
353, 966 
425,395 
628,474 

1, 049,080 
1,364,206 
1, 336, 716 

$296,270, 720 
173, 894,156 
149, 659, 693 
121,611,210 
190, 536,628 
30,5,006,178 
411,246,063 
613,466,476 
616,135, 053, 

1932 

,$288, 738, 437 
166, 549,378 
144,488,067 
117, 506, 563 
186,307, 666 
297,346,890 
377,061,916 
471, 555,829 
568,365, 663 

$7, 632, 283 
0, 890,647 
4, 793, 586 
3, 750, 681 
3, 803, 577 
7,030,814 

10, 980, 615 
14, 061, 292 
18,304,785 

$454,131 
378,041 
353, 966 
425,395 
628,474 

1, 049,080 
1,364,206 
1, 336, 716 

$296,270, 720 
173, 894,156 
149, 659, 693 
121,611,210 
190, 536,628 
30,5,006,178 
411,246,063 
613,466,476 
616,135, 053, 

1933 _ 

,$288, 738, 437 
166, 549,378 
144,488,067 
117, 506, 563 
186,307, 666 
297,346,890 
377,061,916 
471, 555,829 
568,365, 663 

$7, 632, 283 
0, 890,647 
4, 793, 586 
3, 750, 681 
3, 803, 577 
7,030,814 

10, 980, 615 
14, 061, 292 
18,304,785 

$454,131 
378,041 
353, 966 
425,395 
628,474 

1, 049,080 
1,364,206 
1, 336, 716 

$296,270, 720 
173, 894,156 
149, 659, 693 
121,611,210 
190, 536,628 
30,5,006,178 
411,246,063 
613,466,476 
616,135, 053, 

1934 

,$288, 738, 437 
166, 549,378 
144,488,067 
117, 506, 563 
186,307, 666 
297,346,890 
377,061,916 
471, 555,829 
568,365, 663 

$7, 632, 283 
0, 890,647 
4, 793, 586 
3, 750, 681 
3, 803, 577 
7,030,814 

10, 980, 615 
14, 061, 292 
18,304,785 

$454,131 
378,041 
353, 966 
425,395 
628,474 

1, 049,080 
1,364,206 
1, 336, 716 

$296,270, 720 
173, 894,156 
149, 659, 693 
121,611,210 
190, 536,628 
30,5,006,178 
411,246,063 
613,466,476 
616,135, 053, 

1935 
1936 
1937 

Tota l 

Gross prof i t on sales: 
1529 

,$288, 738, 437 
166, 549,378 
144,488,067 
117, 506, 563 
186,307, 666 
297,346,890 
377,061,916 
471, 555,829 
568,365, 663 

$7, 632, 283 
0, 890,647 
4, 793, 586 
3, 750, 681 
3, 803, 577 
7,030,814 

10, 980, 615 
14, 061, 292 
18,304,785 

$22,103,842 
26, 506,149 
28,138, 990 

$454,131 
378,041 
353, 966 
425,395 
628,474 

1, 049,080 
1,364,206 
1, 336, 716 

$296,270, 720 
173, 894,156 
149, 659, 693 
121,611,210 
190, 536,628 
30,5,006,178 
411,246,063 
613,466,476 
616,135, 053, 

1935 
1936 
1937 

Tota l 

Gross prof i t on sales: 
1529 

2, 617,900, 299 77, 138, 279 76, 807, 981 6,979,607 2, 777,826,166, 

1935 
1936 
1937 

Tota l 

Gross prof i t on sales: 
1529 46, 986, 646 

15, 097, 978 
19, 024, 249 
6, 055, 018 

29, 676, 266 
33, 947, 738 
70, 990,582 
98, 749, 518 
85, 712, 634 

7,187,605 
4,184, 210 
3, 002, 943 
2, 182, 480 
2,688', 285 
3, 605,889 
5, 857, 452 
8,110,334 

10,153, 798 

54,174,051: 
19, 904, 961 
22, 670, 095-
7, 267, 925 

32, 469, 220 
37, 756, 023. 
79, 075, 957-

110,188,987 
99,159, 973 

1^30 . ^ 
46, 986, 646 
15, 097, 978 
19, 024, 249 
6, 055, 018 

29, 676, 266 
33, 947, 738 
70, 990,582 
98, 749, 518 
85, 712, 634 

7,187,605 
4,184, 210 
3, 002, 943 
2, 182, 480 
2,688', 285 
3, 605,889 
5, 857, 452 
8,110,334 

10,153, 798 

22,763 
42,903 
29,827 

204,669 
201, 996 
270, 910 
526,853 
685, 276 

54,174,051: 
19, 904, 961 
22, 670, 095-
7, 267, 925 

32, 469, 220 
37, 756, 023. 
79, 075, 957-

110,188,987 
99,159, 973 

1<I31 .. 

46, 986, 646 
15, 097, 978 
19, 024, 249 
6, 055, 018 

29, 676, 266 
33, 947, 738 
70, 990,582 
98, 749, 518 
85, 712, 634 

7,187,605 
4,184, 210 
3, 002, 943 
2, 182, 480 
2,688', 285 
3, 605,889 
5, 857, 452 
8,110,334 

10,153, 798 

22,763 
42,903 
29,827 

204,669 
201, 996 
270, 910 
526,853 
685, 276 

54,174,051: 
19, 904, 961 
22, 670, 095-
7, 267, 925 

32, 469, 220 
37, 756, 023. 
79, 075, 957-

110,188,987 
99,159, 973 

1932 . . . 

46, 986, 646 
15, 097, 978 
19, 024, 249 
6, 055, 018 

29, 676, 266 
33, 947, 738 
70, 990,582 
98, 749, 518 
85, 712, 634 

7,187,605 
4,184, 210 
3, 002, 943 
2, 182, 480 
2,688', 285 
3, 605,889 
5, 857, 452 
8,110,334 

10,153, 798 

22,763 
42,903 
29,827 

204,669 
201, 996 
270, 910 
526,853 
685, 276 

54,174,051: 
19, 904, 961 
22, 670, 095-
7, 267, 925 

32, 469, 220 
37, 756, 023. 
79, 075, 957-

110,188,987 
99,159, 973 

1933 

46, 986, 646 
15, 097, 978 
19, 024, 249 
6, 055, 018 

29, 676, 266 
33, 947, 738 
70, 990,582 
98, 749, 518 
85, 712, 634 

7,187,605 
4,184, 210 
3, 002, 943 
2, 182, 480 
2,688', 285 
3, 605,889 
5, 857, 452 
8,110,334 

10,153, 798 

22,763 
42,903 
29,827 

204,669 
201, 996 
270, 910 
526,853 
685, 276 

54,174,051: 
19, 904, 961 
22, 670, 095-
7, 267, 925 

32, 469, 220 
37, 756, 023. 
79, 075, 957-

110,188,987 
99,159, 973 

1934 . , 

46, 986, 646 
15, 097, 978 
19, 024, 249 
6, 055, 018 

29, 676, 266 
33, 947, 738 
70, 990,582 
98, 749, 518 
85, 712, 634 

7,187,605 
4,184, 210 
3, 002, 943 
2, 182, 480 
2,688', 285 
3, 605,889 
5, 857, 452 
8,110,334 

10,153, 798 

22,763 
42,903 
29,827 

204,669 
201, 996 
270, 910 
526,853 
685, 276 

54,174,051: 
19, 904, 961 
22, 670, 095-
7, 267, 925 

32, 469, 220 
37, 756, 023. 
79, 075, 957-

110,188,987 
99,159, 973 

1936 
1936. 
1937 

Total 

Dis t r ibu t ion aud administration e.x
penses: 

1929 -- , 

46, 986, 646 
15, 097, 978 
19, 024, 249 
6, 055, 018 

29, 676, 266 
33, 947, 738 
70, 990,582 
98, 749, 518 
85, 712, 634 

7,187,605 
4,184, 210 
3, 002, 943 
2, 182, 480 
2,688', 285 
3, 605,889 
5, 857, 452 
8,110,334 

10,153, 798 

2, 557,013 
2,802, 282 
2, 008, 206 

22,763 
42,903 
29,827 

204,669 
201, 996 
270, 910 
526,853 
685, 276 

54,174,051: 
19, 904, 961 
22, 670, 095-
7, 267, 925 

32, 469, 220 
37, 756, 023. 
79, 075, 957-

110,188,987 
99,159, 973 

1936 
1936. 
1937 

Total 

Dis t r ibu t ion aud administration e.x
penses: 

1929 -- , 

406, 741,129 47, 672,896 7, 907, 561 1,.985,196 463, 266, 782 

1936 
1936. 
1937 

Total 

Dis t r ibu t ion aud administration e.x
penses: 

1929 -- , 24, 950, 968 
18, 915, 590 
16,135, 229 
15, 953, 884 
14, 207, 288 
24, 818, 105 
28, 145, 420 
30, 819, 590 
32,320, 935 

2, 447, 686 
1,613,813 
2,184, 224 
1, 309,035 
1,646,619 
2, 855, 744 
3, 3.54,140 
4,815,.117 
5, 731, 572 

27, 398, 654 
20, 595, 551 
18, 426, ISO 
17, 430, 232 
15, 8-54, 401 
27, 831, 858 
31, 658, 638 
35, 395, OlO 
38, 269, 644 

1930 -
24, 950, 968 
18, 915, 590 
16,135, 229 
15, 953, 884 
14, 207, 288 
24, 818, 105 
28, 145, 420 
30, 819, 590 
32,320, 935 

2, 447, 686 
1,613,813 
2,184, 224 
1, 309,035 
1,646,619 
2, 855, 744 
3, 3.54,140 
4,815,.117 
5, 731, 572 

66,148 
105, 727 
107,313 
100,494 
168,009 
1,59,078 
2C0, 303 
217,137 

27, 398, 654 
20, 595, 551 
18, 426, ISO 
17, 430, 232 
15, 8-54, 401 
27, 831, 858 
31, 658, 638 
35, 395, OlO 
38, 269, 644 

1931 _. , 

24, 950, 968 
18, 915, 590 
16,135, 229 
15, 953, 884 
14, 207, 288 
24, 818, 105 
28, 145, 420 
30, 819, 590 
32,320, 935 

2, 447, 686 
1,613,813 
2,184, 224 
1, 309,035 
1,646,619 
2, 855, 744 
3, 3.54,140 
4,815,.117 
5, 731, 572 

66,148 
105, 727 
107,313 
100,494 
168,009 
1,59,078 
2C0, 303 
217,137 

27, 398, 654 
20, 595, 551 
18, 426, ISO 
17, 430, 232 
15, 8-54, 401 
27, 831, 858 
31, 658, 638 
35, 395, OlO 
38, 269, 644 

1932 , 

24, 950, 968 
18, 915, 590 
16,135, 229 
15, 953, 884 
14, 207, 288 
24, 818, 105 
28, 145, 420 
30, 819, 590 
32,320, 935 

2, 447, 686 
1,613,813 
2,184, 224 
1, 309,035 
1,646,619 
2, 855, 744 
3, 3.54,140 
4,815,.117 
5, 731, 572 

66,148 
105, 727 
107,313 
100,494 
168,009 
1,59,078 
2C0, 303 
217,137 

27, 398, 654 
20, 595, 551 
18, 426, ISO 
17, 430, 232 
15, 8-54, 401 
27, 831, 858 
31, 658, 638 
35, 395, OlO 
38, 269, 644 

1933 

24, 950, 968 
18, 915, 590 
16,135, 229 
15, 953, 884 
14, 207, 288 
24, 818, 105 
28, 145, 420 
30, 819, 590 
32,320, 935 

2, 447, 686 
1,613,813 
2,184, 224 
1, 309,035 
1,646,619 
2, 855, 744 
3, 3.54,140 
4,815,.117 
5, 731, 572 

66,148 
105, 727 
107,313 
100,494 
168,009 
1,59,078 
2C0, 303 
217,137 

27, 398, 654 
20, 595, 551 
18, 426, ISO 
17, 430, 232 
15, 8-54, 401 
27, 831, 858 
31, 658, 638 
35, 395, OlO 
38, 269, 644 

1934 . . 

24, 950, 968 
18, 915, 590 
16,135, 229 
15, 953, 884 
14, 207, 288 
24, 818, 105 
28, 145, 420 
30, 819, 590 
32,320, 935 

2, 447, 686 
1,613,813 
2,184, 224 
1, 309,035 
1,646,619 
2, 855, 744 
3, 3.54,140 
4,815,.117 
5, 731, 572 

66,148 
105, 727 
107,313 
100,494 
168,009 
1,59,078 
2C0, 303 
217,137 

27, 398, 654 
20, 595, 551 
18, 426, ISO 
17, 430, 232 
15, 8-54, 401 
27, 831, 858 
31, 658, 638 
35, 395, OlO 
38, 269, 644 

1936 _ 

24, 950, 968 
18, 915, 590 
16,135, 229 
15, 953, 884 
14, 207, 288 
24, 818, 105 
28, 145, 420 
30, 819, 590 
32,320, 935 

2, 447, 686 
1,613,813 
2,184, 224 
1, 309,035 
1,646,619 
2, 855, 744 
3, 3.54,140 
4,815,.117 
5, 731, 572 

66,148 
105, 727 
107,313 
100,494 
168,009 
1,59,078 
2C0, 303 
217,137 

27, 398, 654 
20, 595, 551 
18, 426, ISO 
17, 430, 232 
15, 8-54, 401 
27, 831, 858 
31, 658, 638 
35, 395, OlO 
38, 269, 644 

1936 

24, 950, 968 
18, 915, 590 
16,135, 229 
15, 953, 884 
14, 207, 288 
24, 818, 105 
28, 145, 420 
30, 819, 590 
32,320, 935 

2, 447, 686 
1,613,813 
2,184, 224 
1, 309,035 
1,646,619 
2, 855, 744 
3, 3.54,140 
4,815,.117 
5, 731, 572 

66,148 
105, 727 
107,313 
100,494 
168,009 
1,59,078 
2C0, 303 
217,137 

27, 398, 654 
20, 595, 551 
18, 426, ISO 
17, 430, 232 
15, 8-54, 401 
27, 831, 858 
31, 658, 638 
35, 395, OlO 
38, 269, 644 1937 , 

24, 950, 968 
18, 915, 590 
16,135, 229 
15, 953, 884 
14, 207, 288 
24, 818, 105 
28, 145, 420 
30, 819, 590 
32,320, 935 

2, 447, 686 
1,613,813 
2,184, 224 
1, 309,035 
1,646,619 
2, 855, 744 
3, 3.54,140 
4,815,.117 
5, 731, 572 

66,148 
105, 727 
107,313 
100,494 
168,009 
1,59,078 
2C0, 303 
217,137 

27, 398, 654 
20, 595, 551 
18, 426, ISO 
17, 430, 232 
15, 8-54, 401 
27, 831, 858 
31, 658, 638 
35, 395, OlO 
38, 269, 644 

Tota l --

24, 950, 968 
18, 915, 590 
16,135, 229 
15, 953, 884 
14, 207, 288 
24, 818, 105 
28, 145, 420 
30, 819, 590 
32,320, 935 

2, 447, 686 
1,613,813 
2,184, 224 
1, 309,035 
1,646,619 
2, 855, 744 
3, 3.54,140 
4,815,.117 
5, 731, 572 

66,148 
105, 727 
107,313 
100,494 
168,009 
1,59,078 
2C0, 303 
217,137 

27, 398, 654 
20, 595, 551 
18, 426, ISO 
17, 430, 232 
15, 8-54, 401 
27, 831, 858 
31, 658, 638 
35, 395, OlO 
38, 269, 644 

Tota l -- 205, 768,009 25, 917, 960 1,174, 209 232, 860,168 

N e t prof i t ou sales: 
1929 , 

205, 768,009 25, 917, 960 1,174, 209 232, 860,168 

N e t prof i t ou sales: 
1929 , 22, 035, 578 

1 3, 217, 612 
2, 888, 020 

1 10,898, 2CG 
15, 368,978 
9,129,033 

42,845, 162 
68, 429, 928 
53, 391, 699 

4, 739,819 
2, 570, 307 
1,418,719 

813,446 
1,141,666 

750, 146 
2,603,312 
3, 295, 217 
4,422, 226 

26, 775, 397 
1 090, 600 

4, 243,915 
1 10,162,307 

16,614,819 
9, 923, 765 

48, 017, 319 
74, 793, 977 
60,890,329 

1930 - . - --
22, 035, 578 
1 3, 217, 612 

2, 888, 020 
1 10,898, 2CG 

15, 368,978 
9,129,033 

42,845, 162 
68, 429, 928 
53, 391, 699 

4, 739,819 
2, 570, 307 
1,418,719 

813,446 
1,141,666 

750, 146 
2,603,312 
3, 295, 217 
4,422, 226 

1 43, 385 
1 62, 824 
1 77,480 
104,175 
43, 987 

111,832 
206, 550 
468, 1.38 

26, 775, 397 
1 090, 600 

4, 243,915 
1 10,162,307 

16,614,819 
9, 923, 765 

48, 017, 319 
74, 793, 977 
60,890,329 

1931 _ 

22, 035, 578 
1 3, 217, 612 

2, 888, 020 
1 10,898, 2CG 

15, 368,978 
9,129,033 

42,845, 162 
68, 429, 928 
53, 391, 699 

4, 739,819 
2, 570, 307 
1,418,719 

813,446 
1,141,666 

750, 146 
2,603,312 
3, 295, 217 
4,422, 226 

1 43, 385 
1 62, 824 
1 77,480 
104,175 
43, 987 

111,832 
206, 550 
468, 1.38 

26, 775, 397 
1 090, 600 

4, 243,915 
1 10,162,307 

16,614,819 
9, 923, 765 

48, 017, 319 
74, 793, 977 
60,890,329 

1932 . -

22, 035, 578 
1 3, 217, 612 

2, 888, 020 
1 10,898, 2CG 

15, 368,978 
9,129,033 

42,845, 162 
68, 429, 928 
53, 391, 699 

4, 739,819 
2, 570, 307 
1,418,719 

813,446 
1,141,666 

750, 146 
2,603,312 
3, 295, 217 
4,422, 226 

1 43, 385 
1 62, 824 
1 77,480 
104,175 
43, 987 

111,832 
206, 550 
468, 1.38 

26, 775, 397 
1 090, 600 

4, 243,915 
1 10,162,307 

16,614,819 
9, 923, 765 

48, 017, 319 
74, 793, 977 
60,890,329 

1933 

22, 035, 578 
1 3, 217, 612 

2, 888, 020 
1 10,898, 2CG 

15, 368,978 
9,129,033 

42,845, 162 
68, 429, 928 
53, 391, 699 

4, 739,819 
2, 570, 307 
1,418,719 

813,446 
1,141,666 

750, 146 
2,603,312 
3, 295, 217 
4,422, 226 

1 43, 385 
1 62, 824 
1 77,480 
104,175 
43, 987 

111,832 
206, 550 
468, 1.38 

26, 775, 397 
1 090, 600 

4, 243,915 
1 10,162,307 

16,614,819 
9, 923, 765 

48, 017, 319 
74, 793, 977 
60,890,329 

1934 - -

22, 035, 578 
1 3, 217, 612 

2, 888, 020 
1 10,898, 2CG 

15, 368,978 
9,129,033 

42,845, 162 
68, 429, 928 
53, 391, 699 

4, 739,819 
2, 570, 307 
1,418,719 

813,446 
1,141,666 

750, 146 
2,603,312 
3, 295, 217 
4,422, 226 

1 43, 385 
1 62, 824 
1 77,480 
104,175 
43, 987 

111,832 
206, 550 
468, 1.38 

26, 775, 397 
1 090, 600 

4, 243,915 
1 10,162,307 

16,614,819 
9, 923, 765 

48, 017, 319 
74, 793, 977 
60,890,329 

1935. 
1936. 
1937.. . 

Tota l 

22, 035, 578 
1 3, 217, 612 

2, 888, 020 
1 10,898, 2CG 

15, 368,978 
9,129,033 

42,845, 162 
68, 429, 928 
53, 391, 699 

4, 739,819 
2, 570, 307 
1,418,719 

813,446 
1,141,666 

750, 146 
2,603,312 
3, 295, 217 
4,422, 226 

2, 557, 013 
2, 802, 282 
2, 608, 266 

1 43, 385 
1 62, 824 
1 77,480 
104,175 
43, 987 

111,832 
206, 550 
468, 1.38 

26, 775, 397 
1 090, 600 

4, 243,915 
1 10,162,307 

16,614,819 
9, 923, 765 

48, 017, 319 
74, 793, 977 
60,890,329 

1935. 
1936. 
1937.. . 

Tota l 199,973, 120 21, 654, 946 7, 967, 561 810, 987 230,406,014 

' Loss, 

Ratios of expenses in gross and net -profit to per dollar of sales.—Table 
52 presents a comparati-ve statement of ratios of cost of goods sold, of 
distribution and administrative expenses, and gross and net profit on 
sales in relation to the total net sales. 

These ratios are presented to show the trend of the different items of 
expense in relation to sales and their effect on net profit as well as to 
indicate the profitableness of the various divisions of sales and prod
ucts. By reference to tbe table i t will be observed that the highest 
rates of profit .were earned on sales of replacement parts and acces
sories. Replacement parts produced an ^average net profit of 17.3 
cents for every dollar of sales made during the 9 years 1929 to 1937,. 
inclusive. This rate of profit compares to an average net profit on new-
car sales of 6.40 cents for every dollar of sales during the same period. 
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Other products produced and sold produced an average net profit of 
10.2 cents for every dollar of sales. 

With regard to factory costs of total sales durhig the 9 years, i t will 
be observed that this classification of costs represented 85.7 cents for 
every dollar of sales. The factory cost of sales was 84.5 cents per 
dollar in 1929 and increased to 94.4 cents in 1932. From tbat point 
i t decreased to 82.3 cents in 1936 and then increased to 86.1 cents in 
1937. Distribution and administrative expenses followed a simUar 
trend from 1929 to 1932 but after that the trend was constantly down
ward rather than upward in 1937 as was factory cost of sales. Dis
tribution and administrative expenses represented 7.8 cents for every 
dollar of sales in 1929 and increased to 13.5 cents in 1932. From that 
point i t declined to 7,1 cents in 1933; increased to 8.1 cents in 1934, 
and then declined to 5.4 cents in 1937. 

TABLE 52,—Chrysler Corporatio-n—Ratios of expenses, gross profit, and net profit 
io per dollar of sales, 1929 to 1937, inclusive 

New 
motor 

vehicles 

Parts 
and 

acces
sories • 

Produc
tion 

parts 
other 

products Total 

Per dollar ot sales: 
1929 

Cents 
100.0 

Cents 
100.0 

Cents 
100.0 

Cents 
. 100.0 

Cents 
100.0 

1930 100,0 100,0 100.0 100.0 100.0 
1931-- 100,0 100,0 100.0 100.0 100.0 
1932 - 100,0 100,0 100,0 100.0 100.0 
1933 — - 100,0 100,0 100,0 100.0 100.0 
1934 100.0 100,0 100,0 100.0 100.0 
1936 - -- 100.0 100,0 100,0 100.0 100.0 
1936 100.0 100,0 100,0 100.0 100.0 
1937 . 100.0 100.0 100,0 100.0 loao 100.0 100.0 100,0 100.0 loao 

Total 100.0 100,0 100,0 100.0 100.0 100.0 100,0 100,0 100.0 100.0 

Factory cost of sales: 
1929 86. 0 51.2 84.5 
1930 91.4 62.2 96.2 89.7 
1931 88.4 57.1 89.8 86.9 
1932 95.9 

88.3 
63.2 92.2 94.4 

1933 
95.9 
88.3 58.6 67.6 85.4 

1934 _ 89.8 66,1 76.7 89.0 
1935 . 84.1 65,2 89.7 79.5 83.8 
1936 82,7 03,4 90.4 72.0 82.3 
1937 - 86.9 64,3 91.5 66.1 86.1 64,3 

Total 86,6 61,9 90.6 75.1 85.7 61,9 

Gross profit on sales: 
1929 - 14.0 48,8 16.6 
1930 - 8.6 37.8 4.8 10.3 
1931 11.6 42,9 10.2 13.1 
1932-. 4.1 36,8 7.8 6.6 
1933 13.7 41,4 32.5 14.6 
1934.- '. 10.2 33.9 24.3 11,0 
1935 - 16.9 34.8 10.3 20.6 16,2 
1936 - 17.3 36.6 . 9.6 28.0 17.7 
1937 - 13.1 35.7 8.5 33.9 13,9 

Total . • 13.4 38.1 9.4 24.9 14.3 

Distribution and administrative expenses; 
1929 7.4 16.6 7,8 
1930 10.4 14,0 13.9 10,6 

• 1931-- . 9.9 26.0 25.1 10.7 
1932 13.0 23.1 28.0 13,5 

.1933-- - 6.6 23.8 16.0 7,1 
1934 7.5 26.8 19.0 8.1 
1936-- 6.3 19.9 12.0 6,4 
1936 . - 5.3 21.7 13.8 6.7 
1937... - 4.9 20.1 10.7 6,4 4.9 

Total 6.8 20.8 14.7 7,2 6.8 20.8 
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T A B L E 52,—Chrysler Corporation—Ratios of expenses, gross profit, and net, profit 

io per dollar of sales, 1929 to 1937, inclusive—Continued 

New 
motor 

vehicles 

Parts 
and 

acces
sories 

Produc
tion 
parts 

Other 
products Total. 

Net profit on sales: 
1929 

Cents 
6.6 

1 1.8 
1.7 
8.9 

1 7,1 
2.7 
9.6 

12.0 
8.2 

Cents 
32.2 
23.2 
16.9 
13.7 
17.6 
7.1 

14.9 
14.9 
16.6 

CCTi(S Cents Cents 
7,7 
1 ,3 
2.4 

1 7.9 
7.5 
2.9 
9.8 

12.0 
8.5 

1930 

Cents 
6.6 

1 1.8 
1.7 
8.9 

1 7,1 
2.7 
9.6 

12.0 
8.2 

Cents 
32.2 
23.2 
16.9 
13.7 
17.6 
7.1 

14.9 
14.9 
16.6 

1 9.1 
1 14.9 
' 20.2 

16.5 
5.3 
8.6 

14.2 
23.2 

Cents 
7,7 
1 ,3 
2.4 

1 7.9 
7.5 
2.9 
9.8 

12.0 
8.5 

1931 

Cents 
6.6 

1 1.8 
1.7 
8.9 

1 7,1 
2.7 
9.6 

12.0 
8.2 

Cents 
32.2 
23.2 
16.9 
13.7 
17.6 
7.1 

14.9 
14.9 
16.6 

1 9.1 
1 14.9 
' 20.2 

16.5 
5.3 
8.6 

14.2 
23.2 

Cents 
7,7 
1 ,3 
2.4 

1 7.9 
7.5 
2.9 
9.8 

12.0 
8.5 

1932. 

Cents 
6.6 

1 1.8 
1.7 
8.9 

1 7,1 
2.7 
9.6 

12.0 
8.2 

Cents 
32.2 
23.2 
16.9 
13.7 
17.6 
7.1 

14.9 
14.9 
16.6 

1 9.1 
1 14.9 
' 20.2 

16.5 
5.3 
8.6 

14.2 
23.2 

Cents 
7,7 
1 ,3 
2.4 

1 7.9 
7.5 
2.9 
9.8 

12.0 
8.5 

1933 

Cents 
6.6 

1 1.8 
1.7 
8.9 

1 7,1 
2.7 
9.6 

12.0 
8.2 

Cents 
32.2 
23.2 
16.9 
13.7 
17.6 
7.1 

14.9 
14.9 
16.6 

1 9.1 
1 14.9 
' 20.2 

16.5 
5.3 
8.6 

14.2 
23.2 

Cents 
7,7 
1 ,3 
2.4 

1 7.9 
7.5 
2.9 
9.8 

12.0 
8.5 

1934 . -

Cents 
6.6 

1 1.8 
1.7 
8.9 

1 7,1 
2.7 
9.6 

12.0 
8.2 

Cents 
32.2 
23.2 
16.9 
13.7 
17.6 
7.1 

14.9 
14.9 
16.6 

1 9.1 
1 14.9 
' 20.2 

16.5 
5.3 
8.6 

14.2 
23.2 

Cents 
7,7 
1 ,3 
2.4 

1 7.9 
7.5 
2.9 
9.8 

12.0 
8.5 

1935 

Cents 
6.6 

1 1.8 
1.7 
8.9 

1 7,1 
2.7 
9.6 

12.0 
8.2 

Cents 
32.2 
23.2 
16.9 
13.7 
17.6 
7.1 

14.9 
14.9 
16.6 

io.3 
9.6 
8.5 

1 9.1 
1 14.9 
' 20.2 

16.5 
5.3 
8.6 

14.2 
23.2 

Cents 
7,7 
1 ,3 
2.4 

1 7.9 
7.5 
2.9 
9.8 

12.0 
8.5 

1936 - . . . i . 

Cents 
6.6 

1 1.8 
1.7 
8.9 

1 7,1 
2.7 
9.6 

12.0 
8.2 

Cents 
32.2 
23.2 
16.9 
13.7 
17.6 
7.1 

14.9 
14.9 
16.6 

io.3 
9.6 
8.5 

1 9.1 
1 14.9 
' 20.2 

16.5 
5.3 
8.6 

14.2 
23.2 

Cents 
7,7 
1 ,3 
2.4 

1 7.9 
7.5 
2.9 
9.8 

12.0 
8.5 1937 

Cents 
6.6 

1 1.8 
1.7 
8.9 

1 7,1 
2.7 
9.6 

12.0 
8.2 

Cents 
32.2 
23.2 
16.9 
13.7 
17.6 
7.1 

14.9 
14.9 
16.6 

io.3 
9.6 
8.5 

1 9.1 
1 14.9 
' 20.2 

16.5 
5.3 
8.6 

14.2 
23.2 

Cents 
7,7 
1 ,3 
2.4 

1 7.9 
7.5 
2.9 
9.8 

12.0 
8.5 

Total 

Cents 
6.6 

1 1.8 
1.7 
8.9 

1 7,1 
2.7 
9.6 

12.0 
8.2 

Cents 
32.2 
23.2 
16.9 
13.7 
17.6 
7.1 

14.9 
14.9 
16.6 

io.3 
9.6 
8.5 

1 9.1 
1 14.9 
' 20.2 

16.5 
5.3 
8.6 

14.2 
23.2 

Cents 
7,7 
1 ,3 
2.4 

1 7.9 
7.5 
2.9 
9.8 

12.0 
8.5 

Total 6.6 17,3 9.4 10,2 7,1 6.6 17,3 9.4 10,2 7,1 

' Loss, 

Volume of sales in relation to capital employed.—In a preceding part 
of this report the investment and rates of return earned on the invest
ment have been shown for the various bases of investment, as described. 
The rate of profit earned on the investment is now related to the rate 
of profit earned on the sales. This is done by table 53, which shows 
the net sales, the investment employed, and the relation of the sales 
volume turn-over to the investment employed. 

By referring to the preceding table it will be observed that the rate 
of profit earned on sales in this table does not agree with the rate of 
profit on sales hi the next following table. The difference represents 
miscellaneous hicome accruing to the corporation from operations but 
which cannot be allocated to the classes of sales. This miscellaneous 
income, however, must be taken into consideration when relating the 
net profit on sales to tbe rate of return on the investment. 

TABLE 53,—Chrysler Corporation—Volmne of sales in relation to capital employed 
and rates of return applying to consolidated operations excluding foreign sub-

, sidiaries and sales branches, 1927 to 1937, inclusive 

Year 

1927 
1028. 
1929 
1930 
1931 
1932... 
1933.-
1934 
1935 
1936 
1937 

Average 

Average in
vestment 

$46, 627, 458 
93,716,608 

140, 390, 505 
120, 732, 827 
104, 599, 322 
92, 886, 543 
86, 841, 711 

101, 871, 097 
109, 080, 307 
107, 466, 270 
113, 482, 612 

101,507,933 

Volume of 
net sales 

$164, 
291, 
360, 
193, 
172, 
128, 
225, 
346, 
498, 
634, 
728, 

173, 453 
058, 412 
444, 771 
799,107 
329, 788 
705, 477 
406, 677 
031, 365 
416,173 
603, 714 
027, 652 

339, 364, 235 

Times sales 
volume 
exceeded 
capital 

3, 6060 
3.1057 
2,4962 
1. 6052 
1. 0475 
1. 3856 
2. 6956 
3. 3968 
4. 6093 
5. 9042 
6. 4153 

3.3431 

Percent of 
net profit 
to sales 

Percent 
rate of 

return on 
investment 

15.87 67,22 
13.23 41,09 
8. 66 21.35 
.40 .64 

3. 08 5.03 
1 7.04 1 9.76 

7.88 20.44 
3.58 12.17 

10. 05 45.93 
12.61 74.46 
9,27 59.44 

8,65 28.69 

lj(! 

' Loss. 

In the section deahng with rates of return it was shown that the 
annual average rate of return on the investment ia the manufacturing 
business, for the 11-year period, was 28,59 percent. The average net 
sales during the same peiiod amounted to $339,354,000 per year. 
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The average yearlj^ sales related to an average investment of $101,-
607,000 results in a sales volume of 3,343 times the capital employed. 
Relathig the sales volume in proportion to the annual average rate of 
net profit on sales of 8.55 percent results in the annual average rate of 
return of 28.59 percent on the investment. 

By reference to the tabulation just referred to i t will be observed 
that the greatest volume of sales were obtained in the year 1937 and 
was 6,415 times the capital employed. The lowest volume of sales 
occurred in 1932 and was 1.385 times the capital employed. 

Effect of volume on profit,—The cost of manufacturing and selling 
motor vehicles and the profitableness to the manufacturer were 
influenced tremendously by the volume of production and sale. A 
substantial portion of the manufacturer's overhead expenses continue 
even when the volume of business sharply declines. The importance 
of volume is clearly ilhistrated by the summary of percentages of 
expenses and profit in relation to per dollar of goods sold duiiiig speci
fied j^ears, in the preceding table 53, 

For illustration, during 1929 the Chrj'sler Corporation invoiced 
366,077 units from the United States plants and the margin of profit 
on the dollar amount of the cars invoiced was 6.3 percent. The 
volume dechned to 202,408 in 1932, and a loss of ,9 percent of the dollar 
amount of car sales resulted. Beginning in 1932 the volume increased 
each year until i t reached the total of 911,629 units in 1936, and the 
margin of profit on the dohar amount of units sold was 12 percent. 

At this point i t should be observed that the percent of profit on the 
amount of sales during 1934 did not follow the trend of increase in 
volume because of increased cost for labor and material. The same 
condition holds true in 1937, when tbe volume of business continued 
to increase and 979,514 imits were invoiced f ioin the United States 
plants. The percentage of profit on the amount of sales, however, 
declined from 12 percent in 1936 to 8.5 percent in 1937. The decrease 
was accounted for by a corresponding mcrease in cost for labor and 
materials. 

The relation of capital to sales likewise followed the trend of 
volmne and the increase in frequency of turn-over was usually indica
tive of the profitableness of operations. 

The frequencj'' of inventory turn-over is significant from the stand
point of integration. The greater the integration the less frequent 
was the turn-over of inventory. The Ford Motor Co. is liiore inte
grated than other motor vehicle manufacturers with General Motors 
second in hne. The Clirysler Corporation purchased a large propor
tion of its production parts from independent suppliers. Its assembly 
was scheduled so that many parts were assembled into cars and 
shipped on the same day the parts were received. 

The beginning and end of year average inventory is shown hi the 
next tabulation together with the frequency of turn-over in relation 
to the yearly amount of goods invoiced. 
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Frequency of yearly turn-over of inventory 

601 

Year Average in
ventory Ne t sales Bate of 

turn-over 

Percent of 
prof i t to 

sales 

1927 . , . . . . . $13,537,906 
25,390,160 
34,678,251 
27, 391, 544 
21,471,779 
18, 505, 117 
25, 012, 447 
33,473,780 
39, 286, 474 
49, 683, 686 
47, 715, 676 

S164,173, 453 
291, 058, 412 
360, 444, 771 
193, 799,107 
172,329,788 
128,706, 477 
225, 406, 677 
346,031,366 
498, 416,173 
034,503,714 
728, 027, 652 

Times 
12.13 
11.46 
10.11 
7.08 
8.03 
6. 96 
9.01 

10. 34 
12.69 
12. 77 
15.26 

Percent 
14.6 
12.3 
7.7 
1.3 
2,4 

1 7.9 
7,6 
2.9 

• 9.8 
12.0 
8.6 

1928 
$13,537,906 

25,390,160 
34,678,251 
27, 391, 544 
21,471,779 
18, 505, 117 
25, 012, 447 
33,473,780 
39, 286, 474 
49, 683, 686 
47, 715, 676 

S164,173, 453 
291, 058, 412 
360, 444, 771 
193, 799,107 
172,329,788 
128,706, 477 
225, 406, 677 
346,031,366 
498, 416,173 
034,503,714 
728, 027, 652 

Times 
12.13 
11.46 
10.11 
7.08 
8.03 
6. 96 
9.01 

10. 34 
12.69 
12. 77 
15.26 

Percent 
14.6 
12.3 
7.7 
1.3 
2,4 

1 7.9 
7,6 
2.9 

• 9.8 
12.0 
8.6 

1929 

$13,537,906 
25,390,160 
34,678,251 
27, 391, 544 
21,471,779 
18, 505, 117 
25, 012, 447 
33,473,780 
39, 286, 474 
49, 683, 686 
47, 715, 676 

S164,173, 453 
291, 058, 412 
360, 444, 771 
193, 799,107 
172,329,788 
128,706, 477 
225, 406, 677 
346,031,366 
498, 416,173 
034,503,714 
728, 027, 652 

Times 
12.13 
11.46 
10.11 
7.08 
8.03 
6. 96 
9.01 

10. 34 
12.69 
12. 77 
15.26 

Percent 
14.6 
12.3 
7.7 
1.3 
2,4 

1 7.9 
7,6 
2.9 

• 9.8 
12.0 
8.6 

1930 . . -

$13,537,906 
25,390,160 
34,678,251 
27, 391, 544 
21,471,779 
18, 505, 117 
25, 012, 447 
33,473,780 
39, 286, 474 
49, 683, 686 
47, 715, 676 

S164,173, 453 
291, 058, 412 
360, 444, 771 
193, 799,107 
172,329,788 
128,706, 477 
225, 406, 677 
346,031,366 
498, 416,173 
034,503,714 
728, 027, 652 

Times 
12.13 
11.46 
10.11 
7.08 
8.03 
6. 96 
9.01 

10. 34 
12.69 
12. 77 
15.26 

Percent 
14.6 
12.3 
7.7 
1.3 
2,4 

1 7.9 
7,6 
2.9 

• 9.8 
12.0 
8.6 

1931 

$13,537,906 
25,390,160 
34,678,251 
27, 391, 544 
21,471,779 
18, 505, 117 
25, 012, 447 
33,473,780 
39, 286, 474 
49, 683, 686 
47, 715, 676 

S164,173, 453 
291, 058, 412 
360, 444, 771 
193, 799,107 
172,329,788 
128,706, 477 
225, 406, 677 
346,031,366 
498, 416,173 
034,503,714 
728, 027, 652 

Times 
12.13 
11.46 
10.11 
7.08 
8.03 
6. 96 
9.01 

10. 34 
12.69 
12. 77 
15.26 

Percent 
14.6 
12.3 
7.7 
1.3 
2,4 

1 7.9 
7,6 
2.9 

• 9.8 
12.0 
8.6 

1932 

$13,537,906 
25,390,160 
34,678,251 
27, 391, 544 
21,471,779 
18, 505, 117 
25, 012, 447 
33,473,780 
39, 286, 474 
49, 683, 686 
47, 715, 676 

S164,173, 453 
291, 058, 412 
360, 444, 771 
193, 799,107 
172,329,788 
128,706, 477 
225, 406, 677 
346,031,366 
498, 416,173 
034,503,714 
728, 027, 652 

Times 
12.13 
11.46 
10.11 
7.08 
8.03 
6. 96 
9.01 

10. 34 
12.69 
12. 77 
15.26 

Percent 
14.6 
12.3 
7.7 
1.3 
2,4 

1 7.9 
7,6 
2.9 

• 9.8 
12.0 
8.6 

1933 

$13,537,906 
25,390,160 
34,678,251 
27, 391, 544 
21,471,779 
18, 505, 117 
25, 012, 447 
33,473,780 
39, 286, 474 
49, 683, 686 
47, 715, 676 

S164,173, 453 
291, 058, 412 
360, 444, 771 
193, 799,107 
172,329,788 
128,706, 477 
225, 406, 677 
346,031,366 
498, 416,173 
034,503,714 
728, 027, 652 

Times 
12.13 
11.46 
10.11 
7.08 
8.03 
6. 96 
9.01 

10. 34 
12.69 
12. 77 
15.26 

Percent 
14.6 
12.3 
7.7 
1.3 
2,4 

1 7.9 
7,6 
2.9 

• 9.8 
12.0 
8.6 

1934 

$13,537,906 
25,390,160 
34,678,251 
27, 391, 544 
21,471,779 
18, 505, 117 
25, 012, 447 
33,473,780 
39, 286, 474 
49, 683, 686 
47, 715, 676 

S164,173, 453 
291, 058, 412 
360, 444, 771 
193, 799,107 
172,329,788 
128,706, 477 
225, 406, 677 
346,031,366 
498, 416,173 
034,503,714 
728, 027, 652 

Times 
12.13 
11.46 
10.11 
7.08 
8.03 
6. 96 
9.01 

10. 34 
12.69 
12. 77 
15.26 

Percent 
14.6 
12.3 
7.7 
1.3 
2,4 

1 7.9 
7,6 
2.9 

• 9.8 
12.0 
8.6 

1936 . -

$13,537,906 
25,390,160 
34,678,251 
27, 391, 544 
21,471,779 
18, 505, 117 
25, 012, 447 
33,473,780 
39, 286, 474 
49, 683, 686 
47, 715, 676 

S164,173, 453 
291, 058, 412 
360, 444, 771 
193, 799,107 
172,329,788 
128,706, 477 
225, 406, 677 
346,031,366 
498, 416,173 
034,503,714 
728, 027, 652 

Times 
12.13 
11.46 
10.11 
7.08 
8.03 
6. 96 
9.01 

10. 34 
12.69 
12. 77 
15.26 

Percent 
14.6 
12.3 
7.7 
1.3 
2,4 

1 7.9 
7,6 
2.9 

• 9.8 
12.0 
8.6 

1930 - . 

$13,537,906 
25,390,160 
34,678,251 
27, 391, 544 
21,471,779 
18, 505, 117 
25, 012, 447 
33,473,780 
39, 286, 474 
49, 683, 686 
47, 715, 676 

S164,173, 453 
291, 058, 412 
360, 444, 771 
193, 799,107 
172,329,788 
128,706, 477 
225, 406, 677 
346,031,366 
498, 416,173 
034,503,714 
728, 027, 652 

Times 
12.13 
11.46 
10.11 
7.08 
8.03 
6. 96 
9.01 

10. 34 
12.69 
12. 77 
15.26 

Percent 
14.6 
12.3 
7.7 
1.3 
2,4 

1 7.9 
7,6 
2.9 

• 9.8 
12.0 
8.6 1937 

$13,537,906 
25,390,160 
34,678,251 
27, 391, 544 
21,471,779 
18, 505, 117 
25, 012, 447 
33,473,780 
39, 286, 474 
49, 683, 686 
47, 715, 676 

S164,173, 453 
291, 058, 412 
360, 444, 771 
193, 799,107 
172,329,788 
128,706, 477 
225, 406, 677 
346,031,366 
498, 416,173 
034,503,714 
728, 027, 652 

Times 
12.13 
11.46 
10.11 
7.08 
8.03 
6. 96 
9.01 

10. 34 
12.69 
12. 77 
15.26 

Percent 
14.6 
12.3 
7.7 
1.3 
2,4 

1 7.9 
7,6 
2.9 

• 9.8 
12.0 
8.6 

Average' . . 

$13,537,906 
25,390,160 
34,678,251 
27, 391, 544 
21,471,779 
18, 505, 117 
25, 012, 447 
33,473,780 
39, 286, 474 
49, 683, 686 
47, 715, 676 

S164,173, 453 
291, 058, 412 
360, 444, 771 
193, 799,107 
172,329,788 
128,706, 477 
225, 406, 677 
346,031,366 
498, 416,173 
034,503,714 
728, 027, 652 

Times 
12.13 
11.46 
10.11 
7.08 
8.03 
6. 96 
9.01 

10. 34 
12.69 
12. 77 
15.26 

Percent 
14.6 
12.3 
7.7 
1.3 
2,4 

1 7.9 
7,6 
2.9 

• 9.8 
12.0 
8.6 

Average' . . 30,283,756 339, 354, 235 11.21 8.5 30,283,756 339, 354, 235 11.21 8.5 

' Loss, 

Summary of net sales, factory cost of sales, g7'oss and nei profit by 
lines of cars.—In the preceding section, the sales were analyzed to 
show the sales in the United States and foreign comitries by line of 
products. The sales of new cars sold in the United States are now 
further anatyzed to show the sales, cost of sales, distribution, and 
administrative expenses and margins of profit by lines of cars. The 
terms "hy lines of cars" means, in this instance, Chrysler cars, De Soto 
cars, Dodge cars and trucks, and Plymouth cars. 

The column designated as "Fargo sales" means motor vehicles 
sold by tbe Fargo Motor Corporation. This corporation at one time 
sold Fargo trucks. Subsequently, the manufacture of Fargo trucks 
was discontinued and the company experimented with the manufacture 
of passenger busses. This venture proved unprofitable and was 
discontinued. The chief activities of this corporation during 1937 
consisted of tlie sale of cars, trucks, and other products to large fleet 
operators, the Federal Government and various State and municipal 
departments. I n this cai3acity, i t did not take title to the cars nor 
record sales of cars but merely promoted the sales of cars. I n con
sideration for its services, Chrysler Corporation is under contract to 
pay (a) a 5 percent overriding discount on all cars, trucks, and car 
and trucks accessories purchased by Fargo from Chrysler Corpora
tion; (6) a 3-percent commission which whl be based on the net whole
sale price of all Chrj^sler cars or trucks and accessories sold to fleet 
operatoi's but not purchased by Fargo from Chrysler. 

By reference to the tabulation, i t wiH be observed that during the 
6 years under consideration, the Dodge Ihie of cars and trucks was the 
most profitable from the standpoint of aggregate amount, Plymoutb 
was second in aggregate profit and Chrysler third, while De Soto cars 
reflected a loss for the 6 years specified. At this point, i t is proper to 
pomt out that this analysis was prepared for only the 6 specified 
years and left out the years 1930, 1931, and 1933. However, i t 
includes the only j^ear in which the Chrysler Corporation's total opera
tions show a loss. 

The analysis was restricted to the 6 years because of the necessity 
of restricting the work to the minimum. This type of analysis necessi
tates a considerable amount of work in order to divide the various 
elements shown bv the table. 

17123.S—30- -40 
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TABLE 54.—-Clirysler Corporation—Summary of net sales, factory cost of sales, ex
penses, and 2>rofit by lines of cars sold from United States plants, d-uring the years 
1929, 1932, 1934, 1935, 1936, and 1937 

Chrysler 
cars 

De Soto 
cars 

Dodge cars 
and trucks 

P lymouth 
cars 

Fargo 
sales To ta l 

Uni ts sold: 
1929... 81,857 

23, 282 
33, 076 
46, 609 
65, 636 

101, 874 

56,763 
26, 070 
13, 903 
31,605 
49, 780 
82, 983 

139,272 
35, 336 

150, 864 
261, 646 
330, 691 
336,139 

84, 200 
117, 073 
316, 764 
385, 685 
459, 722 
458, 518 

3,985 
48 

2 

360,077 
202,408 
513, 609 
724, 545 
911,629 
979, 514 

19,32... 
81,857 
23, 282 
33, 076 
46, 609 
65, 636 

101, 874 

56,763 
26, 070 
13, 903 
31,605 
49, 780 
82, 983 

139,272 
35, 336 

150, 864 
261, 646 
330, 691 
336,139 

84, 200 
117, 073 
316, 764 
385, 685 
459, 722 
458, 518 

3,985 
48 

2 

360,077 
202,408 
513, 609 
724, 545 
911,629 
979, 514 

1934 

81,857 
23, 282 
33, 076 
46, 609 
65, 636 

101, 874 

56,763 
26, 070 
13, 903 
31,605 
49, 780 
82, 983 

139,272 
35, 336 

150, 864 
261, 646 
330, 691 
336,139 

84, 200 
117, 073 
316, 764 
385, 685 
459, 722 
458, 518 

3,985 
48 

2 

360,077 
202,408 
513, 609 
724, 545 
911,629 
979, 514 

1935... . . 

81,857 
23, 282 
33, 076 
46, 609 
65, 636 

101, 874 

56,763 
26, 070 
13, 903 
31,605 
49, 780 
82, 983 

139,272 
35, 336 

150, 864 
261, 646 
330, 691 
336,139 

84, 200 
117, 073 
316, 764 
385, 685 
459, 722 
458, 518 

3,985 
48 

2 

360,077 
202,408 
513, 609 
724, 545 
911,629 
979, 514 

1936. 

81,857 
23, 282 
33, 076 
46, 609 
65, 636 

101, 874 

56,763 
26, 070 
13, 903 
31,605 
49, 780 
82, 983 

139,272 
35, 336 

150, 864 
261, 646 
330, 691 
336,139 

84, 200 
117, 073 
316, 764 
385, 685 
459, 722 
458, 518 

360,077 
202,408 
513, 609 
724, 545 
911,629 
979, 514 1937 

81,857 
23, 282 
33, 076 
46, 609 
65, 636 

101, 874 

56,763 
26, 070 
13, 903 
31,605 
49, 780 
82, 983 

139,272 
35, 336 

150, 864 
261, 646 
330, 691 
336,139 

84, 200 
117, 073 
316, 764 
385, 685 
459, 722 
458, 518 

360,077 
202,408 
513, 609 
724, 545 
911,629 
979, 514 

To ta l 

81,857 
23, 282 
33, 076 
46, 609 
65, 636 

101, 874 

56,763 
26, 070 
13, 903 
31,605 
49, 780 
82, 983 

139,272 
35, 336 

150, 864 
261, 646 
330, 691 
336,139 

84, 200 
117, 073 
316, 764 
385, 685 
459, 722 
458, 518 

360,077 
202,408 
513, 609 
724, 545 
911,629 
979, 514 

To ta l 351, 234 201,104 1, 259, 847 1,821,,562 4, 035 3, 697, 782 

Net amount of sales: 
19-29... 

351, 234 201,104 1, 259, 847 1,821,,562 4, 035 3, 697, 782 

Net amount of sales: 
19-29... $87, 357, 064 

18, 753, 561 
26, 645, 368 
35, 038, 870 
49, 900, 819 
77, 233, 483 

$38, 522, 468 
15, 410, 483 
10,957, 111 
21,884,799 
33, 236, 392 
55, 843, 474 

$113, 926, 770 
22, 954,1.57 

1 93, 484,-,535 
154,341,210 
197,201,089 
208, 322,142 

$46, 027, 619. 
,57,165,367 

171,964, 080 
205, 607, 824 
249, 867, 411 
262, 817, 732 

$2, 830, 777 
298, 398 
28, 728 

$289, 264, 598 
114, 681,966 

. 303,079,822 
416,872,703 
530,211, 711 
60^i,216,831 

$87, 357, 064 
18, 753, 561 
26, 645, 368 
35, 038, 870 
49, 900, 819 
77, 233, 483 

$38, 522, 468 
15, 410, 483 
10,957, 111 
21,884,799 
33, 236, 392 
55, 843, 474 

$113, 926, 770 
22, 954,1.57 

1 93, 484,-,535 
154,341,210 
197,201,089 
208, 322,142 

$46, 027, 619. 
,57,165,367 

171,964, 080 
205, 607, 824 
249, 867, 411 
262, 817, 732 

$2, 830, 777 
298, 398 
28, 728 

$289, 264, 598 
114, 681,966 

. 303,079,822 
416,872,703 
530,211, 711 
60^i,216,831 

1934:_. : 

$87, 357, 064 
18, 753, 561 
26, 645, 368 
35, 038, 870 
49, 900, 819 
77, 233, 483 

$38, 522, 468 
15, 410, 483 
10,957, 111 
21,884,799 
33, 236, 392 
55, 843, 474 

$113, 926, 770 
22, 954,1.57 

1 93, 484,-,535 
154,341,210 
197,201,089 
208, 322,142 

$46, 027, 619. 
,57,165,367 

171,964, 080 
205, 607, 824 
249, 867, 411 
262, 817, 732 

$2, 830, 777 
298, 398 
28, 728 

$289, 264, 598 
114, 681,966 

. 303,079,822 
416,872,703 
530,211, 711 
60^i,216,831 

1935 

$87, 357, 064 
18, 753, 561 
26, 645, 368 
35, 038, 870 
49, 900, 819 
77, 233, 483 

$38, 522, 468 
15, 410, 483 
10,957, 111 
21,884,799 
33, 236, 392 
55, 843, 474 

$113, 926, 770 
22, 954,1.57 

1 93, 484,-,535 
154,341,210 
197,201,089 
208, 322,142 

$46, 027, 619. 
,57,165,367 

171,964, 080 
205, 607, 824 
249, 867, 411 
262, 817, 732 

$2, 830, 777 
298, 398 
28, 728 

$289, 264, 598 
114, 681,966 

. 303,079,822 
416,872,703 
530,211, 711 
60^i,216,831 

1936 

$87, 357, 064 
18, 753, 561 
26, 645, 368 
35, 038, 870 
49, 900, 819 
77, 233, 483 

$38, 522, 468 
15, 410, 483 
10,957, 111 
21,884,799 
33, 236, 392 
55, 843, 474 

$113, 926, 770 
22, 954,1.57 

1 93, 484,-,535 
154,341,210 
197,201,089 
208, 322,142 

$46, 027, 619. 
,57,165,367 

171,964, 080 
205, 607, 824 
249, 867, 411 
262, 817, 732 

$289, 264, 598 
114, 681,966 

. 303,079,822 
416,872,703 
530,211, 711 
60^i,216,831 1937 

$87, 357, 064 
18, 753, 561 
26, 645, 368 
35, 038, 870 
49, 900, 819 
77, 233, 483 

$38, 522, 468 
15, 410, 483 
10,957, 111 
21,884,799 
33, 236, 392 
55, 843, 474 

$113, 926, 770 
22, 954,1.57 

1 93, 484,-,535 
154,341,210 
197,201,089 
208, 322,142 

$46, 027, 619. 
,57,165,367 

171,964, 080 
205, 607, 824 
249, 867, 411 
262, 817, 732 

$289, 264, 598 
114, 681,966 

. 303,079,822 
416,872,703 
530,211, 711 
60^i,216,831 

To ta l 

$87, 357, 064 
18, 753, 561 
26, 645, 368 
35, 038, 870 
49, 900, 819 
77, 233, 483 

$38, 522, 468 
15, 410, 483 
10,957, 111 
21,884,799 
33, 236, 392 
55, 843, 474 

$113, 926, 770 
22, 954,1.57 

1 93, 484,-,535 
154,341,210 
197,201,089 
208, 322,142 

$46, 027, 619. 
,57,165,367 

171,964, 080 
205, 607, 824 
249, 867, 411 
262, 817, 732 

$289, 264, 598 
114, 681,966 

. 303,079,822 
416,872,703 
530,211, 711 
60^i,216,831 

To ta l 294, 935,165 176, 854, 727 790, 229, 903 994,049,933 3,167, 903 2, 258, 227, 631 

Factory cost of cars sold: 
1929. 

294, 935,165 176, 854, 727 790, 229, 903 994,049,933 3,167, 903 2, 258, 227, 631 

Factory cost of cars sold: 
1929. 71, 289, 625 

17, 329, 397 
25, 752, 036 
31, 600, 741 
43, 647, 883 
69, 273, 308 

32, 656, 691 
14, 606, 636 
11,946, 764 
20, 668, 640 
29, 024, 530 
50, 123, 015 

98, 649, 027 
21,732,509 
80, 642, 822 

125,114, 685 
157, 245, 812 
177, 331, 639 

44, 287,906 
55, 852, 301 

165,056,598 
174,873, 796 
209, 732,166 
230, 715, 601 

2, 476, 279 
438, 841 

6, 907 

249,358, 528 
109,968,684 
273, 404,117 
362,167, 862 
439, 650,387 
527,443,363 

1932.. 
71, 289, 625 
17, 329, 397 
25, 752, 036 
31, 600, 741 
43, 647, 883 
69, 273, 308 

32, 656, 691 
14, 606, 636 
11,946, 764 
20, 668, 640 
29, 024, 530 
50, 123, 015 

98, 649, 027 
21,732,509 
80, 642, 822 

125,114, 685 
157, 245, 812 
177, 331, 639 

44, 287,906 
55, 852, 301 

165,056,598 
174,873, 796 
209, 732,166 
230, 715, 601 

2, 476, 279 
438, 841 

6, 907 

249,358, 528 
109,968,684 
273, 404,117 
362,167, 862 
439, 650,387 
527,443,363 

1934 

71, 289, 625 
17, 329, 397 
25, 752, 036 
31, 600, 741 
43, 647, 883 
69, 273, 308 

32, 656, 691 
14, 606, 636 
11,946, 764 
20, 668, 640 
29, 024, 530 
50, 123, 015 

98, 649, 027 
21,732,509 
80, 642, 822 

125,114, 685 
157, 245, 812 
177, 331, 639 

44, 287,906 
55, 852, 301 

165,056,598 
174,873, 796 
209, 732,166 
230, 715, 601 

2, 476, 279 
438, 841 

6, 907 

249,358, 528 
109,968,684 
273, 404,117 
362,167, 862 
439, 650,387 
527,443,363 

1935.. 

71, 289, 625 
17, 329, 397 
25, 752, 036 
31, 600, 741 
43, 647, 883 
69, 273, 308 

32, 656, 691 
14, 606, 636 
11,946, 764 
20, 668, 640 
29, 024, 530 
50, 123, 015 

98, 649, 027 
21,732,509 
80, 642, 822 

125,114, 685 
157, 245, 812 
177, 331, 639 

44, 287,906 
55, 852, 301 

165,056,598 
174,873, 796 
209, 732,166 
230, 715, 601 

2, 476, 279 
438, 841 

6, 907 

249,358, 528 
109,968,684 
273, 404,117 
362,167, 862 
439, 650,387 
527,443,363 

1936. 

71, 289, 625 
17, 329, 397 
25, 752, 036 
31, 600, 741 
43, 647, 883 
69, 273, 308 

32, 656, 691 
14, 606, 636 
11,946, 764 
20, 668, 640 
29, 024, 530 
50, 123, 015 

98, 649, 027 
21,732,509 
80, 642, 822 

125,114, 685 
157, 245, 812 
177, 331, 639 

44, 287,906 
55, 852, 301 

165,056,598 
174,873, 796 
209, 732,166 
230, 715, 601 

249,358, 528 
109,968,684 
273, 404,117 
362,167, 862 
439, 650,387 
527,443,363 1937 

71, 289, 625 
17, 329, 397 
25, 752, 036 
31, 600, 741 
43, 647, 883 
69, 273, 308 

32, 656, 691 
14, 606, 636 
11,946, 764 
20, 668, 640 
29, 024, 530 
50, 123, 015 

98, 649, 027 
21,732,509 
80, 642, 822 

125,114, 685 
157, 245, 812 
177, 331, 639 

44, 287,906 
55, 852, 301 

165,056,598 
174,873, 796 
209, 732,166 
230, 715, 601 

249,358, 528 
109,968,684 
273, 404,117 
362,167, 862 
439, 650,387 
527,443,363 

Tota l 

71, 289, 625 
17, 329, 397 
25, 752, 036 
31, 600, 741 
43, 647, 883 
69, 273, 308 

32, 656, 691 
14, 606, 636 
11,946, 764 
20, 668, 640 
29, 024, 530 
50, 123, 015 

98, 649, 027 
21,732,509 
80, 642, 822 

125,114, 685 
157, 245, 812 
177, 331, 639 

44, 287,906 
55, 852, 301 

165,056,598 
174,873, 796 
209, 732,166 
230, 715, 601 

249,358, 528 
109,968,684 
273, 404,117 
362,167, 862 
439, 650,387 
527,443,363 

Tota l 258, 892, 990 158, 924, 272 660, 716, 394 870, 518, 258 2, 921, 027 1,951,972, 941 

Gross margin of prof i t : 
1929 

258, 892, 990 158, 924, 272 660, 716, 394 870, 518, 258 2, 921, 027 1,951,972, 941 

Gross margin of prof i t : 
1929 16, 067, 439 

1, 424,164 
893, 332 

3, 438,129 
6, 258, 936 
7, 960,175 

6, 86,5, 777 
804, 847 

> 988, 643 
1, 316,159 
4, 211,856 
5, 720, 459 

15, 277, 743 
1, 221, 648 

• 12,841,713 
29, 226, 525 
39, 955, 277 
30, 990, 603 

2, 339, 813 
1,313, 066 

16, 907, 482 
30, 734,028 
40,135, 255 
32, 102, 231 

356, 498 
1 140, 443 

21, 821 

39,906,070 
4, 623, 282 

29, 675,705 
64,714,841 
90, 661, 324 
76, 773,468 

16, 067, 439 
1, 424,164 

893, 332 
3, 438,129 
6, 258, 936 
7, 960,175 

6, 86,5, 777 
804, 847 

> 988, 643 
1, 316,159 
4, 211,856 
5, 720, 459 

15, 277, 743 
1, 221, 648 

• 12,841,713 
29, 226, 525 
39, 955, 277 
30, 990, 603 

2, 339, 813 
1,313, 066 

16, 907, 482 
30, 734,028 
40,135, 255 
32, 102, 231 

356, 498 
1 140, 443 

21, 821 

39,906,070 
4, 623, 282 

29, 675,705 
64,714,841 
90, 661, 324 
76, 773,468 

1934... 

16, 067, 439 
1, 424,164 

893, 332 
3, 438,129 
6, 258, 936 
7, 960,175 

6, 86,5, 777 
804, 847 

> 988, 643 
1, 316,159 
4, 211,856 
5, 720, 459 

15, 277, 743 
1, 221, 648 

• 12,841,713 
29, 226, 525 
39, 955, 277 
30, 990, 603 

2, 339, 813 
1,313, 066 

16, 907, 482 
30, 734,028 
40,135, 255 
32, 102, 231 

356, 498 
1 140, 443 

21, 821 

39,906,070 
4, 623, 282 

29, 675,705 
64,714,841 
90, 661, 324 
76, 773,468 

1935 

16, 067, 439 
1, 424,164 

893, 332 
3, 438,129 
6, 258, 936 
7, 960,175 

6, 86,5, 777 
804, 847 

> 988, 643 
1, 316,159 
4, 211,856 
5, 720, 459 

15, 277, 743 
1, 221, 648 

• 12,841,713 
29, 226, 525 
39, 955, 277 
30, 990, 603 

2, 339, 813 
1,313, 066 

16, 907, 482 
30, 734,028 
40,135, 255 
32, 102, 231 

356, 498 
1 140, 443 

21, 821 

39,906,070 
4, 623, 282 

29, 675,705 
64,714,841 
90, 661, 324 
76, 773,468 

1936.. 

16, 067, 439 
1, 424,164 

893, 332 
3, 438,129 
6, 258, 936 
7, 960,175 

6, 86,5, 777 
804, 847 

> 988, 643 
1, 316,159 
4, 211,856 
5, 720, 459 

15, 277, 743 
1, 221, 648 

• 12,841,713 
29, 226, 525 
39, 955, 277 
30, 990, 603 

2, 339, 813 
1,313, 066 

16, 907, 482 
30, 734,028 
40,135, 255 
32, 102, 231 

39,906,070 
4, 623, 282 

29, 675,705 
64,714,841 
90, 661, 324 
76, 773,468 1937 

16, 067, 439 
1, 424,164 

893, 332 
3, 438,129 
6, 258, 936 
7, 960,175 

6, 86,5, 777 
804, 847 

> 988, 643 
1, 316,159 
4, 211,856 
5, 720, 459 

15, 277, 743 
1, 221, 648 

• 12,841,713 
29, 226, 525 
39, 955, 277 
30, 990, 603 

2, 339, 813 
1,313, 066 

16, 907, 482 
30, 734,028 
40,135, 255 
32, 102, 231 

39,906,070 
4, 623, 282 

29, 675,705 
64,714,841 
90, 661, 324 
76, 773,468 

Total . 

16, 067, 439 
1, 424,164 

893, 332 
3, 438,129 
6, 258, 936 
7, 960,175 

6, 86,5, 777 
804, 847 

> 988, 643 
1, 316,159 
4, 211,856 
5, 720, 459 

15, 277, 743 
1, 221, 648 

• 12,841,713 
29, 226, 525 
39, 955, 277 
30, 990, 603 

2, 339, 813 
1,313, 066 

16, 907, 482 
30, 734,028 
40,135, 255 
32, 102, 231 

39,906,070 
4, 623, 282 

29, 675,705 
64,714,841 
90, 661, 324 
76, 773,468 

Total . 36,042,175 16,930, 465' 129, 513, 609 123, 531,675 236, 876 306,2,54,690 

Dis t r ibu t ion and admin
istrative e,xpenses: 

1929 

36,042,175 16,930, 465' 129, 513, 609 123, 531,675 236, 876 306,2,54,690 

Dis t r ibu t ion and admin
istrative e,xpenses: 

1929 fi, 855,385 
2, 646,170 
2, 893, 615 
2, 355, 350 
4, 162,354 
5, 763,317 

3, 534, 223 
2, 788, 916 
2,119,872 
1, 532, 571 
3,120, 794 
4, 244, 817 

7, 376, 209 
3,081,091 
7, 569, 578 
9, 346, 076 
9, 811, 870 
9, 759,562 

4, ,107, 493 
5,427,165 
9,636, 091 

13,051,479 
10, 016, 273 
9, 607,914 

459, 766 
382, 769 
389, 203 

21,782, 126 
14,925,101 
22, 608, 369 
26, 285,476 
27,101,291 
29, 275, eoo 

1932.... 
fi, 855,385 
2, 646,170 
2, 893, 615 
2, 355, 350 
4, 162,354 
5, 763,317 

3, 534, 223 
2, 788, 916 
2,119,872 
1, 532, 571 
3,120, 794 
4, 244, 817 

7, 376, 209 
3,081,091 
7, 569, 578 
9, 346, 076 
9, 811, 870 
9, 759,562 

4, ,107, 493 
5,427,165 
9,636, 091 

13,051,479 
10, 016, 273 
9, 607,914 

459, 766 
382, 769 
389, 203 

21,782, 126 
14,925,101 
22, 608, 369 
26, 285,476 
27,101,291 
29, 275, eoo 

1934 

fi, 855,385 
2, 646,170 
2, 893, 615 
2, 355, 350 
4, 162,354 
5, 763,317 

3, 534, 223 
2, 788, 916 
2,119,872 
1, 532, 571 
3,120, 794 
4, 244, 817 

7, 376, 209 
3,081,091 
7, 569, 578 
9, 346, 076 
9, 811, 870 
9, 759,562 

4, ,107, 493 
5,427,165 
9,636, 091 

13,051,479 
10, 016, 273 
9, 607,914 

459, 766 
382, 769 
389, 203 

21,782, 126 
14,925,101 
22, 608, 369 
26, 285,476 
27,101,291 
29, 275, eoo 

19,35.., 

fi, 855,385 
2, 646,170 
2, 893, 615 
2, 355, 350 
4, 162,354 
5, 763,317 

3, 534, 223 
2, 788, 916 
2,119,872 
1, 532, 571 
3,120, 794 
4, 244, 817 

7, 376, 209 
3,081,091 
7, 569, 578 
9, 346, 076 
9, 811, 870 
9, 759,562 

4, ,107, 493 
5,427,165 
9,636, 091 

13,051,479 
10, 016, 273 
9, 607,914 

459, 766 
382, 769 
389, 203 

21,782, 126 
14,925,101 
22, 608, 369 
26, 285,476 
27,101,291 
29, 275, eoo 

1936 

fi, 855,385 
2, 646,170 
2, 893, 615 
2, 355, 350 
4, 162,354 
5, 763,317 

3, 534, 223 
2, 788, 916 
2,119,872 
1, 532, 571 
3,120, 794 
4, 244, 817 

7, 376, 209 
3,081,091 
7, 569, 578 
9, 346, 076 
9, 811, 870 
9, 759,562 

4, ,107, 493 
5,427,165 
9,636, 091 

13,051,479 
10, 016, 273 
9, 607,914 

21,782, 126 
14,925,101 
22, 608, 369 
26, 285,476 
27,101,291 
29, 275, eoo 1037.. 

fi, 855,385 
2, 646,170 
2, 893, 615 
2, 355, 350 
4, 162,354 
5, 763,317 

3, 534, 223 
2, 788, 916 
2,119,872 
1, 532, 571 
3,120, 794 
4, 244, 817 

7, 376, 209 
3,081,091 
7, 569, 578 
9, 346, 076 
9, 811, 870 
9, 759,562 

4, ,107, 493 
5,427,165 
9,636, 091 

13,051,479 
10, 016, 273 
9, 607,914 

21,782, 126 
14,925,101 
22, 608, 369 
26, 285,476 
27,101,291 
29, 275, eoo 

T o t a l . 

fi, 855,385 
2, 646,170 
2, 893, 615 
2, 355, 350 
4, 162,354 
5, 763,317 

3, 534, 223 
2, 788, 916 
2,119,872 
1, 532, 571 
3,120, 794 
4, 244, 817 

7, 376, 209 
3,081,091 
7, 569, 578 
9, 346, 076 
9, 811, 870 
9, 759,562 

4, ,107, 493 
5,427,165 
9,636, 091 

13,051,479 
10, 016, 273 
9, 607,914 

21,782, 126 
14,925,101 
22, 608, 369 
26, 285,476 
27,101,291 
29, 275, eoo 

T o t a l . 23, 665,191 17,391,193 47, 543, 436 52,146, 405 1, 231, 728 141,977,9,53 

Ne t margin of prof i t : 
1929 

23, 665,191 17,391,193 47, 543, 436 52,146, 405 1, 231, 728 141,977,9,53 

Ne t margin of prof i t : 
1929 10, 212,054 

1 1,221,908 
1 2,000, 283 

1,082,779 
2,108,682 
2, 196,858 

2, 281, 554 
1 1, 984, 069 
1 3,108, 615 

1 218,412 
1,091,062 
1,475,642 

7, 902, 474 
1 2,4.59,443 

5, 272, 135 
lO; 880, 449 
30,143,407 
21, 231,061 

1 2,167, 880 
1 4,114,089 

7,271,391 
17,682,549 
30,118.982 
22; 594; 317 

1 104, 268• 
1 623, 212 
1 367, 382 

18,123,944 
1 10, 301, 819 

7, 067, 346 
38, 429, 365 
63,460, 033 
47,497, 868 

1932 
10, 212,054 
1 1,221,908 
1 2,000, 283 

1,082,779 
2,108,682 
2, 196,858 

2, 281, 554 
1 1, 984, 069 
1 3,108, 615 

1 218,412 
1,091,062 
1,475,642 

7, 902, 474 
1 2,4.59,443 

5, 272, 135 
lO; 880, 449 
30,143,407 
21, 231,061 

1 2,167, 880 
1 4,114,089 

7,271,391 
17,682,549 
30,118.982 
22; 594; 317 

1 104, 268• 
1 623, 212 
1 367, 382 

18,123,944 
1 10, 301, 819 

7, 067, 346 
38, 429, 365 
63,460, 033 
47,497, 868 

1934 

10, 212,054 
1 1,221,908 
1 2,000, 283 

1,082,779 
2,108,682 
2, 196,858 

2, 281, 554 
1 1, 984, 069 
1 3,108, 615 

1 218,412 
1,091,062 
1,475,642 

7, 902, 474 
1 2,4.59,443 

5, 272, 135 
lO; 880, 449 
30,143,407 
21, 231,061 

1 2,167, 880 
1 4,114,089 

7,271,391 
17,682,549 
30,118.982 
22; 594; 317 

1 104, 268• 
1 623, 212 
1 367, 382 

18,123,944 
1 10, 301, 819 

7, 067, 346 
38, 429, 365 
63,460, 033 
47,497, 868 

1935. 

10, 212,054 
1 1,221,908 
1 2,000, 283 

1,082,779 
2,108,682 
2, 196,858 

2, 281, 554 
1 1, 984, 069 
1 3,108, 615 

1 218,412 
1,091,062 
1,475,642 

7, 902, 474 
1 2,4.59,443 

5, 272, 135 
lO; 880, 449 
30,143,407 
21, 231,061 

1 2,167, 880 
1 4,114,089 

7,271,391 
17,682,549 
30,118.982 
22; 594; 317 

1 104, 268• 
1 623, 212 
1 367, 382 

18,123,944 
1 10, 301, 819 

7, 067, 346 
38, 429, 365 
63,460, 033 
47,497, 868 

. 1936...-. 

10, 212,054 
1 1,221,908 
1 2,000, 283 

1,082,779 
2,108,682 
2, 196,858 

2, 281, 554 
1 1, 984, 069 
1 3,108, 615 

1 218,412 
1,091,062 
1,475,642 

7, 902, 474 
1 2,4.59,443 

5, 272, 135 
lO; 880, 449 
30,143,407 
21, 231,061 

1 2,167, 880 
1 4,114,089 

7,271,391 
17,682,549 
30,118.982 
22; 594; 317 

18,123,944 
1 10, 301, 819 

7, 067, 346 
38, 429, 365 
63,460, 033 
47,497, 868 1937 

10, 212,054 
1 1,221,908 
1 2,000, 283 

1,082,779 
2,108,682 
2, 196,858 

2, 281, 554 
1 1, 984, 069 
1 3,108, 615 

1 218,412 
1,091,062 
1,475,642 

7, 902, 474 
1 2,4.59,443 

5, 272, 135 
lO; 880, 449 
30,143,407 
21, 231,061 

1 2,167, 880 
1 4,114,089 

7,271,391 
17,682,549 
30,118.982 
22; 594; 317 

18,123,944 
1 10, 301, 819 

7, 067, 346 
38, 429, 365 
63,460, 033 
47,497, 868 

Tota l 

10, 212,054 
1 1,221,908 
1 2,000, 283 

1,082,779 
2,108,682 
2, 196,858 

2, 281, 554 
1 1, 984, 069 
1 3,108, 615 

1 218,412 
1,091,062 
1,475,642 

7, 902, 474 
1 2,4.59,443 

5, 272, 135 
lO; 880, 449 
30,143,407 
21, 231,061 

1 2,167, 880 
1 4,114,089 

7,271,391 
17,682,549 
30,118.982 
22; 594; 317 

18,123,944 
1 10, 301, 819 

7, 067, 346 
38, 429, 365 
63,460, 033 
47,497, 868 

Tota l 12,376,984 > 460, 738 81,970, 073 71,385, 270 1 994, 852 164, 276, 737 12,376,984 > 460, 738 81,970, 073 71,385, 270 1 994, 852 164, 276, 737 

1 Red fl!;ures. 

Summary per car or sales, factory cost of sales, expenses, and profits for 
cars sold from United States pAants.—Table 55 presents the number of 
the different makes of Chrysler Corporation cars, the average per car 
for sales receipts, factory cost of sales, cost of selling and adminis
trative expenses and net profit per car for the years 1929, 1932, 1934, 
1935, 1936, and 1937. 

By reference to this table, i t whl be observed that in terms of units, 
Plymouth was the largest selling line of Chrysler Corporation cars. 
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Dodge was second, Chrysler cars third, and De Soto fourth. As 
shown in the precedhig discussion, the Dodge line of cars was the most 
profitable from the standpoint of aggregate amount of profit during 
the 6-year period under consideration. However, it is again pointed 
out that the Plymouth line was the largest selling line in number of 
units. During the 6 years indicated above, the Dodge cars produced 
an average net profit of $65.06 per car, Plymouth cars an average profit 
of $39,19 per car, Chrj^sler cars $35.24 per car and the sale of De Soto 
cars resulted in a loss of $1.77 per car average for the 6 years under 
consideration. 

The average prices realized per car, as shown in tlhs tabulation, 
represented the net prices charged dealers after adjustments for over
riding discounts, retroactive discounts and mechanical adjustments. 
This ana,lysis shows that the net realizations from sales of Chrj'-sler 
cars in 1929 was $1,067,19 and declined to $758.13 in 1937. The 
average sales realization from sales of Dodge cars was $818.02 in 1929 
and $619,75 in 1937. For Plymouth cars, the average sales realization 
per car was $553.77 m 1929, $.543.52 in 1936, and $573.19 in 1937, For 
De Soto cars, the net sales realization per car was $678.65 in 1929, 
increased to $788.11 in 1934, and then declined to $672,95 in 1937. 

TABLE 55,—Chrysler Corporation—-Summary of sales, factory cost of sales, expenses 
and profits per car sold from United States plants during the years 1929, 1932, 
1934, 1936, 1936, and 1937 

Chrysler 
cars 

De Soto 
cars 

Dodge 
cars and 
trucks 

Plymouth 
cars Fargo sales Total 

Units sold: 
1929 
1932 
1934 
1935 

81,857 
23,282 
33,076 
46,609 
65,636 

101,874 

66,763 
26, 070 
13, r03 
31, 605 
49.780 
82,983 

139,272 
36,335. 

160 864 
261, 646 
336,691 
336, 139 

84,200 
117, 073 
315, 764 
385, 6!: 5 
469, 722 
468, 618 

3,986 
48 
2 

366, 077 
202,. 08 
513, 609 
724,545 
911,629 
979,614 

1936 

81,857 
23,282 
33,076 
46,609 
65,636 

101,874 

66,763 
26, 070 
13, r03 
31, 605 
49.780 
82,983 

139,272 
36,335. 

160 864 
261, 646 
336,691 
336, 139 

84,200 
117, 073 
315, 764 
385, 6!: 5 
469, 722 
468, 618 

366, 077 
202,. 08 
513, 609 
724,545 
911,629 
979,614 1937 

81,857 
23,282 
33,076 
46,609 
65,636 

101,874 

66,763 
26, 070 
13, r03 
31, 605 
49.780 
82,983 

139,272 
36,335. 

160 864 
261, 646 
336,691 
336, 139 

84,200 
117, 073 
315, 764 
385, 6!: 5 
469, 722 
468, 618 

366, 077 
202,. 08 
513, 609 
724,545 
911,629 
979,614 

Total 

Not sales per car: 
' 1929 

1932.'. 
1934 : 
1936 

81,857 
23,282 
33,076 
46,609 
65,636 

101,874 

66,763 
26, 070 
13, r03 
31, 605 
49.780 
82,983 

139,272 
36,335. 

160 864 
261, 646 
336,691 
336, 139 

84,200 
117, 073 
315, 764 
385, 6!: 5 
469, 722 
468, 618 

366, 077 
202,. 08 
513, 609 
724,545 
911,629 
979,614 

Total 

Not sales per car: 
' 1929 

1932.'. 
1934 : 
1936 

351,234 261,104 1, 2'9, 847 1, 821, 562 4,036 3,697,782 Total 

Not sales per car: 
' 1929 

1932.'. 
1934 : 
1936 

$1,067,19 
806.60 
806. 58 
768.24 
761.52 
768.13 

$678, 66 
691.12 
788,11 
692, 44 
667. 67 
672.95 

$8.-8. 02 
649. 62 
619, 66 
689. 88 
686. 88 
619.76 

$563.77 
485.80 
544, 60 
533. 10 
543,52 
573. 19 

$710.36 
6,216. f 3 

14,364.26 

$-90.17 
506.09 
690.10 
576. 36 
681. 61 
616.85 

1936 

$1,067,19 
806.60 
806. 58 
768.24 
761.52 
768.13 

$678, 66 
691.12 
788,11 
692, 44 
667. 67 
672.95 

$8.-8. 02 
649. 62 
619, 66 
689. 88 
686. 88 
619.76 

$563.77 
485.80 
544, 60 
533. 10 
543,52 
573. 19 

$-90.17 
506.09 
690.10 
576. 36 
681. 61 
616.85 1987 

$1,067,19 
806.60 
806. 58 
768.24 
761.52 
768.13 

$678, 66 
691.12 
788,11 
692, 44 
667. 67 
672.95 

$8.-8. 02 
649. 62 
619, 66 
689. 88 
686. 88 
619.76 

$563.77 
485.80 
544, 60 
533. 10 
543,52 
573. 19 

$-90.17 
506.09 
690.10 
576. 36 
681. 61 
616.85 

Average per car 

ITactory cost of sales per car: 
1929 
1932 
1934 -
1935 

$1,067,19 
806.60 
806. 58 
768.24 
761.52 
768.13 

$678, 66 
691.12 
788,11 
692, 44 
667. 67 
672.95 

$8.-8. 02 
649. 62 
619, 66 
689. 88 
686. 88 
619.76 

$563.77 
485.80 
544, 60 
533. 10 
543,52 
573. 19 

$-90.17 
506.09 
690.10 
576. 36 
681. 61 
616.85 

Average per car 

ITactory cost of sales per car: 
1929 
1932 
1934 -
1935 

839.71 673. 60 627. 24 545.71 7,8:"6.28 610,70 Average per car 

ITactory cost of sales per car: 
1929 
1932 
1934 -
1935 

870.90 
744,33 
778, 57 
692, 86 
666, 02 
679.99 

675. 32 
560, 26 
859, 22 
650,80 
683, 06 
604.02 

708. 32 
615.04 
534. 64 
478.18 
467,17 
627. 65 

625. 98 
474, 64 
491, 05 
453. 41 
456. 22 
503. 18 

621.15 
9,142,62 
3,4,53.87 

681.16 
643, 26 
632, 32 
486, 04 
482. 27 
538.47 

1936 

870.90 
744,33 
778, 57 
692, 86 
666, 02 
679.99 

675. 32 
560, 26 
859, 22 
650,80 
683, 06 
604.02 

708. 32 
615.04 
534. 64 
478.18 
467,17 
627. 65 

625. 98 
474, 64 
491, 05 
453. 41 
456. 22 
503. 18 

681.16 
643, 26 
632, 32 
486, 04 
482. 27 
538.47 1937 

870.90 
744,33 
778, 57 
692, 86 
666, 02 
679.99 

675. 32 
560, 26 
859, 22 
650,80 
683, 06 
604.02 

708. 32 
615.04 
534. 64 
478.18 
467,17 
627. 65 

625. 98 
474, 64 
491, 05 
453. 41 
456. 22 
503. 18 

681.16 
643, 26 
632, 32 
486, 04 
482. 27 
538.47 

Average per oar 

Gross profit on sales per car: 
1929 . - . 
1932 
1934 
1935 

870.90 
744,33 
778, 57 
692, 86 
666, 02 
679.99 

675. 32 
560, 26 
859, 22 
650,80 
683, 06 
604.02 

708. 32 
615.04 
534. 64 
478.18 
467,17 
627. 65 

625. 98 
474, 64 
491, 05 
453. 41 
456. 22 
503. 18 

681.16 
643, 26 
632, 32 
486, 04 
482. 27 
538.47 

Average per oar 

Gross profit on sales per car: 
1929 . - . 
1932 
1934 
1935 

737. 09 008.66 624. 44 477. 89 7, 239, 23 527.88 Average per oar 

Gross profit on sales per car: 
1929 . - . 
1932 
1934 
1935 

196.29 
61.17 
27.01 
76, 38 
95. 50 
78.14 

103,33 
30.87 

I 71.11 
41.64 
84.61 
68.93 

109. 70 
34. 58 
85.12 

111.70 
118.71 
92.20 

27. 79 
11.16 
53. 65 
79. 09 
87.30 
70.01 

89, 21 
1 2,926; 90 
10,910.39 

109.01 
22̂ 84 
57.78 
89.32 
99. 34 
78.38 

1936 

196.29 
61.17 
27.01 
76, 38 
95. 50 
78.14 

103,33 
30.87 

I 71.11 
41.64 
84.61 
68.93 

109. 70 
34. 58 
85.12 

111.70 
118.71 
92.20 

27. 79 
11.16 
53. 65 
79. 09 
87.30 
70.01 

109.01 
22̂ 84 
57.78 
89.32 
99. 34 
78.38 1937 

196.29 
61.17 
27.01 
76, 38 
95. 50 
78.14 

103,33 
30.87 

I 71.11 
41.64 
84.61 
68.93 

109. 70 
34. 58 
85.12 

111.70 
118.71 
92.20 

27. 79 
11.16 
53. 65 
79. 09 
87.30 
70.01 

109.01 
22̂ 84 
57.78 
89.32 
99. 34 
78.38 

Average per car 

196.29 
61.17 
27.01 
76, 38 
95. 50 
78.14 

103,33 
30.87 

I 71.11 
41.64 
84.61 
68.93 

109. 70 
34. 58 
85.12 

111.70 
118.71 
92.20 

27. 79 
11.16 
53. 65 
79. 09 
87.30 
70.01 

109.01 
22̂ 84 
57.78 
89.32 
99. 34 
78.38 

Average per car 102, 62 64.84 102. SO 67. 82 • 58, 71 82.82 

1 Loss, 
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TABLE 55.—-Chrysler Corporation.—Summary of sales, factory cost of sales, expenses 
and profits per car sold f-rom United States plants during the years 1929, 1932, 
1934, 1935, 1936, and 1937—Contmued 

Chrysler 
cars 

De Soto 
cars 

Dodge 
cars and 

trucks 

P l y m o u t h 
cars Fargo sales To t a l 

Selling, advertising and admiuis-
t ra t ive expenses per car: 

1929 

1934 
1935 

71,53 
113, 61 
87,48 
51,64 
63, 36 
56.57 

63.14 
106.98 
162. 48 
48,49 
62,69 
51, 15 

62.96 
104.18 
60.17 
36, 72 
29.15 
29. 03 

63.53 
46.12 
30. 62 
33.84 
21.79 
20.74 

115.37 
7,974. 36 

194,601.61 

69.50 
73.74 

• 44.02 
30.28 
29.73 
29. 89 

1936 

71,53 
113, 61 
87,48 
51,64 
63, 36 
56.57 

63.14 
106.98 
162. 48 
48,49 
62,69 
51, 15 

62.96 
104.18 
60.17 
36, 72 
29.15 
29. 03 

63.53 
46.12 
30. 62 
33.84 
21.79 
20.74 

69.50 
73.74 

• 44.02 
30.28 
29.73 
29. 89 1937 

71,53 
113, 61 
87,48 
51,64 
63, 36 
56.57 

63.14 
106.98 
162. 48 
48,49 
62,69 
51, 15 

62.96 
104.18 
60.17 
36, 72 
29.15 
29. 03 

63.53 
46.12 
30. 62 
33.84 
21.79 
20.74 

69.50 
73.74 

• 44.02 
30.28 
29.73 
29. 89 

Average per car 

N e t prof i t pei- car: 
1929. 
1932-
1934 
1935 

71,53 
113, 61 
87,48 
51,64 
63, 36 
56.57 

63.14 
106.98 
162. 48 
48,49 
62,69 
51, 15 

62.96 
104.18 
60.17 
36, 72 
29.15 
29. 03 

63.53 
46.12 
30. 62 
33.84 
21.79 
20.74 

69.50 
73.74 

• 44.02 
30.28 
29.73 
29. 89 

Average per car 

N e t prof i t pei- car: 
1929. 
1932-
1934 
1935 

67. 38 68. 61 37. 74 28.63 305. 26 38. 39 Average per car 

N e t prof i t pei- car: 
1929. 
1932-
1934 
1935 

124. 76 
1 52. 44 
1 60. 47 

23,74 
32,14 
21,57 

40.19 
' 76.11 

1 223. 59 
1 6. 86 
21.92 
17,78 

66.74 
1 69. 60 

34.95 
75.08 
89.56 
63.17 

1 25. 74 
1 34.98 

23, 03 
46,85 
65.51 
49. 27 

1 26.16 
1 10,900. 26 

1 183,691,12 

49.61 
1 50. 90 

13.76 
53,04 
69, fil 
48,49 

19,36 

124. 76 
1 52. 44 
1 60. 47 

23,74 
32,14 
21,57 

40.19 
' 76.11 

1 223. 59 
1 6. 86 
21.92 
17,78 

66.74 
1 69. 60 

34.95 
75.08 
89.56 
63.17 

1 25. 74 
1 34.98 

23, 03 
46,85 
65.51 
49. 27 

49.61 
1 50. 90 

13.76 
53,04 
69, fil 
48,49 1937 

124. 76 
1 52. 44 
1 60. 47 

23,74 
32,14 
21,57 

40.19 
' 76.11 

1 223. 59 
1 6. 86 
21.92 
17,78 

66.74 
1 69. 60 

34.95 
75.08 
89.56 
63.17 

1 25. 74 
1 34.98 

23, 03 
46,85 
65.51 
49. 27 

49.61 
1 50. 90 

13.76 
53,04 
69, fil 
48,49 

Average per car.. 

124. 76 
1 52. 44 
1 60. 47 

23,74 
32,14 
21,57 

40.19 
' 76.11 

1 223. 59 
1 6. 86 
21.92 
17,78 

66.74 
1 69. 60 

34.95 
75.08 
89.56 
63.17 

1 25. 74 
1 34.98 

23, 03 
46,85 
65.51 
49. 27 

49.61 
1 50. 90 

13.76 
53,04 
69, fil 
48,49 

Average per car.. 35.24 I 1, 77 65.00 39.19 ' 240. 56 44.43 

' Loss, 

Items of other income and expenses.—The income and expense state
ment, table 56, shows a yearly amount classified as otlier income. 
This amount represents the net amount after deducting certain items 
of other expense which have been charged against other income. The 
principal items of income hicluded in this classification are shown by 
the tabulation and call for little comment. 

Bj^ reference to the summary, it will be observed that the most 
important items of other income were interest earned, cash discount 
on purchases, participation in Commercial Credit Co. contracts and 
the adjustments of provisions for reserves. Most of the items of 
other income and expenses are self-explanatory, or are technical 
details of accounting not sufficiently important to describe in connec
tion with this inquiI-3^ The participation in Commercial Credit Co; 
contract is further commented on following tbe table. 



TABLE 56.—Chrysler Corporation- Summary of other incom.e and expenses applying to the consolidated operations excluding foreign subsidiaries 
and. sales branches, 19'^7 io 1937, -inclusive 

1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 

ITEMS o r OTHER INCOME 

Interest earned, intercompany 
Interest earned, public 
Dividends f r o m subsidiaries not consoli-

da ted . . . . . 

$79,063. 21 
913, 079. 38 

$178, 6,'i9.15 
2,476,623.11 

$198, 278. 31 
3,741, 157.31 

$350, 306, 71 
1,524,131.37 

$220, 033, 84 
1,049,503.66 

$500, 213. 82 
925,100.76 

1, 000, 000. 00 
116,098.50 

79, 406. 03 

$85, 348.17 
701,312.16 

$62,972. 23 
359, 640, 68 

1,441, 268. 88 
34,182. 73 
46,396.96 

100, ono. 00 
88, 221. 75 

985,216.36 
300, OOO. 00 

$41,712.05 
113,967.00 

. 73-2,465.86 
121,400.10 
01,00.3, 08 

150, 000. 00 
445,139. 76 
778, 387. 26 
200, 000. 00 
1 10,960.00 
333, 373. 83 

6,117. 48 
1, 819.70 

$14, 550. 57 
195,902.03 

973, 625. 00 
319,476. 49 
95, 233. 57 

202. 625. 00 
1, 328, 604. 00 

890, 866.14 
238, 705. 00 

"$237 ,"361 27 

1, 642, 230. 05 
404, 476. 20 
197, 557. 91 
230, 250. 00 

1, 339,130. 80 
2, 612, 001.14 

Dividends received from investments. 263,061.96 
26, 651. 68 

$500, 213. 82 
925,100.76 

1, 000, 000. 00 
116,098.50 

79, 406. 03 
13, 871. 66 

1,54, 895, 91 
.50, 000. 00 

10.5, 928. 36 
473,362.73 

5,455. 00 
41,177. 37 

$62,972. 23 
359, 640, 68 

1,441, 268. 88 
34,182. 73 
46,396.96 

100, ono. 00 
88, 221. 75 

985,216.36 
300, OOO. 00 

$41,712.05 
113,967.00 

. 73-2,465.86 
121,400.10 
01,00.3, 08 

150, 000. 00 
445,139. 76 
778, 387. 26 
200, 000. 00 
1 10,960.00 
333, 373. 83 

6,117. 48 
1, 819.70 

$14, 550. 57 
195,902.03 

973, 625. 00 
319,476. 49 
95, 233. 57 

202. 625. 00 
1, 328, 604. 00 

890, 866.14 
238, 705. 00 

"$237 ,"361 27 

1, 642, 230. 05 
404, 476. 20 
197, 557. 91 
230, 250. 00 

1, 339,130. 80 
2, 612, 001.14 

Royalties received 3, 094, 32 
263,061.96 
26, 651. 68 

$500, 213. 82 
925,100.76 

1, 000, 000. 00 
116,098.50 

79, 406. 03 
13, 871. 66 

1,54, 895, 91 
.50, 000. 00 

10.5, 928. 36 
473,362.73 

5,455. 00 
41,177. 37 

$62,972. 23 
359, 640, 68 

1,441, 268. 88 
34,182. 73 
46,396.96 

100, ono. 00 
88, 221. 75 

985,216.36 
300, OOO. 00 

$41,712.05 
113,967.00 

. 73-2,465.86 
121,400.10 
01,00.3, 08 

150, 000. 00 
445,139. 76 
778, 387. 26 
200, 000. 00 
1 10,960.00 
333, 373. 83 

6,117. 48 
1, 819.70 

$14, 550. 57 
195,902.03 

973, 625. 00 
319,476. 49 
95, 233. 57 

202. 625. 00 
1, 328, 604. 00 

890, 866.14 
238, 705. 00 

"$237 ,"361 27 

1, 642, 230. 05 
404, 476. 20 
197, 557. 91 
230, 250. 00 

1, 339,130. 80 
2, 612, 001.14 

Rents received and options . . . 
3, 094, 32 

263,061.96 
26, 651. 68 

$500, 213. 82 
925,100.76 

1, 000, 000. 00 
116,098.50 

79, 406. 03 
13, 871. 66 

1,54, 895, 91 
.50, 000. 00 

10.5, 928. 36 
473,362.73 

5,455. 00 
41,177. 37 

$62,972. 23 
359, 640, 68 

1,441, 268. 88 
34,182. 73 
46,396.96 

100, ono. 00 
88, 221. 75 

985,216.36 
300, OOO. 00 

$41,712.05 
113,967.00 

. 73-2,465.86 
121,400.10 
01,00.3, 08 

150, 000. 00 
445,139. 76 
778, 387. 26 
200, 000. 00 
1 10,960.00 
333, 373. 83 

6,117. 48 
1, 819.70 

$14, 550. 57 
195,902.03 

973, 625. 00 
319,476. 49 
95, 233. 57 

202. 625. 00 
1, 328, 604. 00 

890, 866.14 
238, 705. 00 

"$237 ,"361 27 

1, 642, 230. 05 
404, 476. 20 
197, 557. 91 
230, 250. 00 

1, 339,130. 80 
2, 612, 001.14 

Participation, Commercial Credit contract. 
Cash discounts on purchases 
Unclaimed retail delivery-record deposit 

361, 034. 00 669, 525. 58 
107, 267. 91 
903, 426. 26 

47, 625,06 
405, 075,19 

41, 521. 32 
348,314.22 

39,148. 64 
420, 804. 72 

13, 871. 66 
1,54, 895, 91 
.50, 000. 00 

10.5, 928. 36 
473,362.73 

5,455. 00 
41,177. 37 

$62,972. 23 
359, 640, 68 

1,441, 268. 88 
34,182. 73 
46,396.96 

100, ono. 00 
88, 221. 75 

985,216.36 
300, OOO. 00 

$41,712.05 
113,967.00 

. 73-2,465.86 
121,400.10 
01,00.3, 08 

150, 000. 00 
445,139. 76 
778, 387. 26 
200, 000. 00 
1 10,960.00 
333, 373. 83 

6,117. 48 
1, 819.70 

$14, 550. 57 
195,902.03 

973, 625. 00 
319,476. 49 
95, 233. 57 

202. 625. 00 
1, 328, 604. 00 

890, 866.14 
238, 705. 00 

"$237 ,"361 27 

1, 642, 230. 05 
404, 476. 20 
197, 557. 91 
230, 250. 00 

1, 339,130. 80 
2, 612, 001.14 

Finance subsidy. 

13, 871. 66 
1,54, 895, 91 
.50, 000. 00 

10.5, 928. 36 
473,362.73 

5,455. 00 
41,177. 37 

$62,972. 23 
359, 640, 68 

1,441, 268. 88 
34,182. 73 
46,396.96 

100, ono. 00 
88, 221. 75 

985,216.36 
300, OOO. 00 

$41,712.05 
113,967.00 

. 73-2,465.86 
121,400.10 
01,00.3, 08 

150, 000. 00 
445,139. 76 
778, 387. 26 
200, 000. 00 
1 10,960.00 
333, 373. 83 

6,117. 48 
1, 819.70 

$14, 550. 57 
195,902.03 

973, 625. 00 
319,476. 49 
95, 233. 57 

202. 625. 00 
1, 328, 604. 00 

890, 866.14 
238, 705. 00 

Excess handling and delivery 

13, 871. 66 
1,54, 895, 91 
.50, 000. 00 

10.5, 928. 36 
473,362.73 

5,455. 00 
41,177. 37 

$41,712.05 
113,967.00 

. 73-2,465.86 
121,400.10 
01,00.3, 08 

150, 000. 00 
445,139. 76 
778, 387. 26 
200, 000. 00 
1 10,960.00 
333, 373. 83 

6,117. 48 
1, 819.70 

961,875.34 
2, 076. 03 
1,942.34 
1,717.80 

Unclaimed wages, etc.. 11,316. 97 4, 060. 31 
809. 89 
763. 30 
984.36 

3, 430, 87 2,870.91 
1, 508. 08 

940. 64 
20, 673.10 

4, 257. 72 
1,666.43 

$41,712.05 
113,967.00 

. 73-2,465.86 
121,400.10 
01,00.3, 08 

150, 000. 00 
445,139. 76 
778, 387. 26 
200, 000. 00 
1 10,960.00 
333, 373. 83 

6,117. 48 
1, 819.70 

961,875.34 
2, 076. 03 
1,942.34 
1,717.80 

9, 390.98 
2, 620.35 
1,891.67 

16, 339, 67 

Garnishee fees. . 
11,316. 97 

763. 54 
1,190,17 

I 6, 343.75 
73,408, 72 
4, 601. 74 

141, 051. 91 
13, 469. 40 

4, 060. 31 
809. 89 
763. 30 
984.36 

3, 430, 87 2,870.91 
1, 508. 08 

940. 64 
20, 673.10 

4, 257. 72 
1,666.43 

$41,712.05 
113,967.00 

. 73-2,465.86 
121,400.10 
01,00.3, 08 

150, 000. 00 
445,139. 76 
778, 387. 26 
200, 000. 00 
1 10,960.00 
333, 373. 83 

6,117. 48 
1, 819.70 

961,875.34 
2, 076. 03 
1,942.34 
1,717.80 

9, 390.98 
2, 620.35 
1,891.67 

16, 339, 67 
Pay-station telephone revenue -

763. 54 
1,190,17 

I 6, 343.75 
73,408, 72 
4, 601. 74 

141, 051. 91 
13, 469. 40 

4, 060. 31 
809. 89 
763. 30 
984.36 

2,870.91 
1, 508. 08 

940. 64 
20, 673.10 

4, 257. 72 
1,666.43 

$41,712.05 
113,967.00 

. 73-2,465.86 
121,400.10 
01,00.3, 08 

150, 000. 00 
445,139. 76 
778, 387. 26 
200, 000. 00 
1 10,960.00 
333, 373. 83 

6,117. 48 
1, 819.70 

961,875.34 
2, 076. 03 
1,942.34 
1,717.80 

9, 390.98 
2, 620.35 
1,891.67 

16, 339, 67 Exchange adjus tment . . . . . . 1 8, 723.12 

763. 54 
1,190,17 

I 6, 343.75 
73,408, 72 
4, 601. 74 

141, 051. 91 
13, 469. 40 

4, 060. 31 
809. 89 
763. 30 
984.36 I 63,162, 35 

2,870.91 
1, 508. 08 

940. 64 
20, 673.10 10,108.12 

961,875.34 
2, 076. 03 
1,942.34 
1,717.80 

9, 390.98 
2, 620.35 
1,891.67 

16, 339, 67 
Heturned-parts income 

1 8, 723.12 

763. 54 
1,190,17 

I 6, 343.75 
73,408, 72 
4, 601. 74 

141, 051. 91 
13, 469. 40 

4, 060. 31 
809. 89 
763. 30 
984.36 I 63,162, 35 

2,870.91 
1, 508. 08 

940. 64 
20, 673.10 10,108.12 

9, 390.98 
2, 620.35 
1,891.67 

16, 339, 67 

Outstandings checks,- -- --

763. 54 
1,190,17 

I 6, 343.75 
73,408, 72 
4, 601. 74 

141, 051. 91 
13, 469. 40 

2, 408. 99 
Reverse retail sales, Gnance provision. 

763. 54 
1,190,17 

I 6, 343.75 
73,408, 72 
4, 601. 74 

141, 051. 91 
13, 469. 40 

74, 613. 23 41, 226. 88 64, 427. 40 
14, 833. 79 

2, 408. 99 
I 942.09 

Freight- . . . . . 

763. 54 
1,190,17 

I 6, 343.75 
73,408, 72 
4, 601. 74 

141, 051. 91 
13, 469. 40 

74, 613. 23 41, 226. 88 64, 427. 40 
14, 833. 79 

I 942.09 

Brokerage . . . . 95, 091. 32 13, 649.92 11,178. 98 

763. 54 
1,190,17 

I 6, 343.75 
73,408, 72 
4, 601. 74 

141, 051. 91 
13, 469. 40 

64, 427. 40 
14, 833. 79 

Gain on material purchased for vendors 
95, 091. 32 13, 649.92 11,178. 98 

4, 077. 29 35,761.61 2, 839, 94 
Realized on investment previously w r i t 

ten to $1 - . . . 9, 749.00 
100, 727. 00 
1 20, ,582, ,68 

4, 077. 29 35,761.61 2, 839, 94 

9, 749.00 
100, 727. 00 
1 20, ,582, ,68 Prof i t i n subsidiary inventories 

Excise tax refunds. Uni ted States Goy-
1,261,912.24 494, 993.41 I 812, 575. 02 • 158, 854. 34 

180, 099.34 

9, 749.00 
100, 727. 00 
1 20, ,582, ,68 64, 609. 86 1 401,980.33 152,167. 36 85, 180.08 96, 357. 92 623,865.47 

Reverse excess P lymouth commission 

• 158, 854. 34 

180, 099.34 
52, 002.81 

Miscellaneous . 76, 360.10 6,992. 78 6,148.41 J19, 035. 89 
52, 002.81 

30, 010. 86 41,186. 63 56, 886. 03 30, 669.38 

Tota l iucomo . . . . 

ITEMS OF OTHEK EXPENSE 

Interest paid, general. 
Gash discount allowed on pa r t s . . . 

76, 360.10 6,992. 78 6,148.41 J19, 035. 89 30, 010. 86 41,186. 63 56, 886. 03 30, 669.38 

Tota l iucomo . . . . 

ITEMS OF OTHEK EXPENSE 

Interest paid, general. 
Gash discount allowed on pa r t s . . . 

2, 710,180.15 3, 832, 351.15 4, 227, 687. 70 2, 586, 612. 16 2, 116, 966. 65 3, 256,412. 61 1,251,397. 86 3, 685, 371. 27 2,103, 201. 72 5,40,5,412.38 7, 249, 62G. 79 Tota l iucomo . . . . 

ITEMS OF OTHEK EXPENSE 

Interest paid, general. 
Gash discount allowed on pa r t s . . . 

1, 595. 71 
310, 506. 75 

24, 218.40 
056, 384. 67 

72, 224. 51 
607,068. 37 

47, 524. 61 
172, 305. 06 

34, 249. 64 
128,907.96 

61, 092. 54 
86,129. 86 

39, 797, 65 
94, 940.16 

26,955.40 
172, 363. 60 

11, 228. 86 
266,087. 65 

17, 670. 34 
535, 087. 30 
IS. 460- 80 

7, 999. 03 
558, 014. 86 

9. 588. 70 
16, 710.64 3, 621. 92 8,424.61 7,176.18 i , 461, 70 

1 Red flgures. 
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TABLE 56.—Chrysler Corporation—-Summary of other income and expenses applying to ihe consolidated operations excluding foreign subsidiaries Oi 
and sales branches, 1927 to 1937, inclusive—Continued ^ 

1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 

ITEMS or OTHEK INCOME—continued 

Expenses on property not used in busi
ness 

Interest paid on dealer deposits 
$120,467.46 $120,426,71 $121, 754, 48 $121,318.91 $110,614.01 $87,108,11 

1, 500. 80 
$69, 712. 55 $65, 246. 34 $66, 019,75 $05, 176. 80 

Total expenses . . . . . . . 

Net other income . . . . . . . 
Deduct items reclassified on income an d 

expense... . . . 

Balance in other income 

$87,108,11 
1, 500. 80 

Total expenses . . . . . . . 

Net other income . . . . . . . 
Deduct items reclassified on income an d 

expense... . . . 

Balance in other income 

$312,101.46 801,070.43 699, 719, 69 358, 295. 49 287,998.42 266,261.01 230, 622. 96 270,493,16 342, 561. 75 636, 828. 25 640, 779. 39 Total expenses . . . . . . . 

Net other income . . . . . . . 
Deduct items reclassified on income an d 

expense... . . . 

Balance in other income 

2,398, 078.69 

261, 708.39 

3,031,280.72 

586, 635. 07 

3,527,968.11 

573, 965, 22 

2, 228,316.67 

1,010,011.16 

1,828,957.23 

1,000,387.70 

2, 989, 151, 60 

2,109,647,78 

1,020, 874,89 

615, 647,17 

3,414,878,12 

1,890,383.44 

2, 760, 639. 97 

1, 079, 888, 29 

4, 768, 584.13 

1, 614, 218. 58 

6,608,747.40 

2,410,265.55 

Total expenses . . . . . . . 

Net other income . . . . . . . 
Deduct items reclassified on income an d 

expense... . . . 

Balance in other income 2,136, 370.30 2, 444, 645. 05 2, 954, 002, 89 1, 218,305. 61 828. 569. 53 879, 603, 82 405, 327, 72 1, 524.494.68 1, 680, 751, 68 3, 154, 365. 65 4, 198,481.85 

d 
H 
S3 
> 

> 
o 
o 
o 

CO 

hH. 

o 



REPORT ON MOTOR VEHICLE INDUSTRY gQ? 

SECTION 7, PROFIT SHARING PLANS AND OFFICERS' SALARIES 

Introduction.—At a special meetmg of directors of Chi-ysler Cor
poration held on April 12, 1929, and subsequently approved by the 
stockholders, certain plans for (a) profit sharing, (6) bonuses, and (c) 
savings and investment were established. The profit sharing and 
bonus plans in brief provided; 

1. Paj'ing at the end of each year, beginning with the year 1929, and continuing 
for a period of 10 years, for the purposes of the profit-sharing plans and the bonus 
plan a sum not exceeding 6/4 percent of the net earnings of the corporation, for 
eacli year determined after deducting an amount equal to 7 percent of the capital, 
surplus, and undivided profits of the corporation (after deducting good-wiU) as 
shown by the boolis of the corporation at the beginning of the year; and after 
deducting payments for tlie year made by tlie corporation under any savings and 
investment plan, and after deducting all other charges except (1) the annual 
payments made out of net earnings for each year as required by all profit-sharing 
plans then in effect; (2) bonuses to officers and employees under all bonus plans 
then in effect, including contractual compensation of any officer measured by 
percent of net earnings; and (3) Federal taxes, 

2. The corporation, as from time to time authorized by the boa.rd of directors, 
to issue or sell to the trustees of trusts formed for the purpose of carrying out the 
profit-sharing plans not exceeding in the aggregate 100,000 shares of the common 
stock of the corporation at a price or prices to be determined by the board of 
directors but not in anj' event less than SOO per share. 

3. Funds of Chrysler Corporation may be loaned to the trust organized for the 
purposes of profit-sharing plans sums not exceeding the aggregate amount of 
$8,000,000, The sums so loaned to bear interest at the rate of not less than 5 
percent per annum, and the beneficiaries of the trusts not to be liable individuaUy 
for either principal or interest of the sums so loaned. 

Pursuant to the action of the board of directors and stocldiolders 
in approving the establishment of certain profit sharing, bonus and 
saving and investment plans for the benefit of executiA^es, officers, and 
employees, the following described plans were put into operation by 
the Chrysler Corporation and its subsidiaries, 

Chry&ier management trust.—As stated in the mmutes, the board of 
directors were of the opinion that i t was for benefit of the Chrysler 
Corporation and its stockholders, to interest in the Corporation as 
partners with the stockholders, the officers, e.xecutives, and emploj^ees 
charged with-the responsibility of carrjdng on and huilding up the 
business of Chrysler Corporation and its subsidiaries. Three percent 
of the net earnings of the corporation, after deducting 7 percent on the 
capital invested, were allocated and paid into the trust. Each bene-
ficiarj'- contributed $750 to the trust. The trust was to accumulate 
for a period of 10 j'-ears, except for amounts necessary for the reduc
tion of indebtedness, payment of interest, and necessary expenses. 
The trustees were authorized to use their discretion in investing 
accumulated funds in Chrysler Corporation common stock purchased 
in the open market. The trust was to terminate at the end of 10 
yea.rs, and each beneficiary was to receive his pro rata share of the 
net accumulation by the trust. 

In the event of death prior to termination of the trust, or in case 
an employee leaves the service of Chrysler Corporation through no 
fault of bis own (of which the corporation shall be sole judge), the 
corporation has the right to acquire the interest of any beneficiary at 
an amount equal to the capital which he has contributed, his pro 
rata share of accumulated dividends and his pro rata share of 80 
percent of ah accumulations by the trust out of the profit-sharing 
payments made by the corporation, after deducting interest and 
expenses. 



gQg FEDERAL TRADE COMMISSION 

During 1929, Chrj-sler Corporation issued and sold 60,000 shares of 
its common stock to the trust at $60 per share. The corporation 
loaned the trustees $3,000,000 at 5 percent per annum, to enable the 
trustees to complete payment for the stock. 

During 1934, the board of directors approved the establishment of 
other management trusts and earmarked and reserved 60,000 shares 
of treasury common stock for this purpose. As of August 1-5, 1936, 
the sale to tbe first adjustment Chrysler management trust of 2o,000 
of the reserved shares at $34.10 per share was approved. The selling 
price was stated to be substantially the price at which the corporation 
had repurchased the shares and not less than said price. 

As of August 15, 1936, the sale of 18,000 of the reserved shares to 
the executive management trust at $34.10 per share was approved. 
The selling price agahi was stated to be the price at which the shares 
had been repurchased. 

During the period from 1929 to 1937, inclusive, the Chrysler Cor
poration contributed the following amounts to the management 
trust: 

Amount 
1929. U, 081, 536, 56 
1932. 115,90.5.00 
1935 -- 3,070,259,69 
1936. . 4,574,593.97 
1937 3, 648, 373, 63 

Total - 12, 490, 668. 85 

Employees bonus plan.—The employees bonus plan was established 
for the stated purpose of awarding shares of Chrysler Corporation 
common stock to selected employees as approved by the bonus com
mittee on the basis of individual effort and achievement. The bonus 
committee had fu l l discretion as to whether or not bonus distribution 
was to be made in any year. The plan provided, however, that 
distribution for any year was not to exceed an amount equal to 3}^ 
percent of net earnings, after deducting 7 percent on the invested 
capital of the Chrysler Corporation. The Chrysler Corporation pur
chased shares of its common stock in the market for bonus distribution. 
The only bonus distribution made was in 1930, based on 1929 earnings, 
when 6,340 shares with a total value of $220,949 were awarded. 
Gne-fourth of the shares awarded were delivered immediately , to the 
employees and the remaining three-fourths were retained by the 
Chrysler Corporation for ] , 2, and 3 years, respectively. Any officer or 
employee leaving the service of the Chrysler Corporation, except by 
reason of death, disabhity, or exceptional cause, lost his right to receive 
out of the shares not previously delivered to him a proportion to be 
fixed by the bonus committee. 

Employees savings and investment plan,—The employees savings and 
investment plan was established for the stated purpose of making i t 
possible for employees who bad been with the corporation for more 
than 1 year, and whose annual compensation was less than $5,000, 
to become owners of common stock on a favorable basis. Such 
employees were permitted to deposit with the corporation 20 percent 
of their wages, but not in excess of $300 per plan. Yearly plans were 
established, and an employee could participate in each plan. For 
each dollar contributed by the employee, the corporation contributed 
50 cents. The established fund, together with the income thereon. 
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was invested in Chi-ysler Corporation common stock, purchased in 
the open market, and distributed to participating employees at the 
expiration of 4 years. I n the event an employee severed his connection 
with the Corporation, except in case of death, disability, etc., he was 
entitled to receive only his cash deposit plus 6 percent interest thereon, 
the remainder of the fund then standing to his credit being retained 
by the corporation. The emiployees savings and investment plan was 
discontinued by the board of dhectors on Slarch 2, 1933. The board 
of directors on July 31, 1933, authorized the officers of the Chrysler 
Corporation in their discretion to renew the employees savings and 
investment plan. 

During the period 1929 to 1937, inclusive, the Chrysler Corporation 
contributed the followhig amounts to the emploj^ees savings and 
investment plan: 

Amount 
1930 $162, 565. 00 
1931 149,342,50 
1933 20, 200, 00 
1934 392, 945. 85 

Total 72,5, 053. 35 

Regarding Clirysler management trust, the treasurer of the corpora
tion advised that as of December 31, 1937, there were 108 holders of 
shares of beneficial interest. These beneficiaries are officers or 
executives of Chrysler Corporation and in subsidiary corporations. 
Not all of the holders of shares were officers of the corporations but 
those that were not held responsible executive positions in the organ
ization. I n short, the beneficiaries of the trust consisted of officers 
and executives charged with the responsibUity of carrying on and 
building up the business of the corporation. Walter P. Chrysler is 
not a member of the Chrysler management trust and has no financial 
interest in the trust. 

The selection of beneficiaries eligible to participate in the trust and 
the determination of the number of shares which each shall be entitled 
to was made by a committee consisting of the chairman of the board 
of directors, chairman of the finance committee, and the president of 
the corporation. There were five trustees of the trust, namely, 
Walter P, Chrysler, B. E. Hutchison, George W. Davison, J, S. Bache, 
and Harr j ' Bronner. There were two directors of the corporation 
who are not officers that have an mterest in the management trust. 

These directors, however, are employed b.y the corporation and 
are actively engaged hi carrying on and building up the business_;of 
the corporation, 

Walter P. Chrysler employjnent contract.—Under date of Apri l 29, 
1927, Walter P. Clirysler entered into an employment contract with 
Chrysler Corporation, providing that he was to have general charge 
and control of all the business and affairs of the corporation, subject 
only to the supervision of the board of directors, and to perform one or 
more of the offices of chahman of the board, president, dhector, 
member of the executive coinmittee, member of the finance com
mittee, etc. The contract under the above date succeeded a former 
contract entered hito between Walter P. Chrysler and Maxwell 
Motor Corporation, which was assumed when Chrysler Corporation 
acquired the assets of the Maxwell Corporation. The period of 
employment under the last referred to contract ended Ma.y 31, 1927. 
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The new contract provided for the employment of Walter P. 
Chrysler for a term beginning on June 1, 1927, and continuing until 
December 31, 1927, and thereafter until terminated by death or in 
the manner provided. 

As compensation the Chrysler Corporation agreed to pay Walter P. 
Chrysler as follow-s: 

1. The sum of $8,033,33 pei month for the month of June 1927, and each suc
ceeding month.in the year 1927, and unless Chrysler shall have given to the cor
poration 30 days' notice as provided hereafter, for each month thereafter during 
the term of this agreement, 

2. His expenses in maintaining the office and clerical assistance in the city of 
New York, 

3. For the period beginning June 1, 1927, and ending December 31, 1927, and 
unless Chrysler shall have given to the corporation 50 days' notice as provided 
hereafter, for the remainder of the period of this agreement, 5 percent of the net 
profits of the corporation, including all its subsidiary and controlled companies 
after deduction of interest, taxes, depreciation, and an amount sufficient to pay 
$8 per share on the preferred stock of the corporation from time to time out
standing, not exceeding 200,000 shares thereof. 

If not less than 30 days before January 1, 1928, Walter P. Chrysler shall give 
to the corporation notice that he prefers for the remainder of the term of this 
contract after December 31, 1927, to receive in lieu of the compensation previously 
outlined, then the following terms of compensation shall apply: 

4. The sum of $12,500 for the month of January 1928,, and for each succeeding 
calendar month during the term of this agreement. 

5. His expenses in maintaining the offices and clerical assistance in the city 
of New York, 

6. Ten percent of the net profits of the corporation, including all its subsidiary 
and controlled companies after deduction of interest, taxes, depreciation, an 
amount sufficient to pay $8 per share on the preferred stock of the corporation 
from time to time outstanding, not exceeding 200,000 shares thereof, and an 
amount sufficient to pay $3 per share on the common stock of the corporation 
from time to time outstanding, not exceeding 2,700,000 shares thereof. 

Gn November 29, 1927, Walter P. Chrysler gave notice to the 
corporation that he elected to receive his compensation in accordance 
with the last preceding provisions after December 31, 1927. This 
employment contract remained in effect until October 1, 1933. 

On the latter date a new contract was executed, changing the 
amount of compensation to be paid to Walter P. Cbrysler. Tbis 
contract provided that on and after October 1, 1933, the corporation 
-will pay to Chrysler and he shall receive as his compensation, (a) the 
sum of $16,666.66 for the month of October 1933, and for each suc
ceeding calendar month during tbe term of this agreement, subject 
to general salaiy reductions by the corporation, and (6) bis expenses in 
maintaining the offices and clerical assistance in the city of New York. 
The contract continues in force unless either party gives due notice 
of termination or upon the death of Walter P. Chrysler. 

Pursuant to the profit-division feature of the foregoing contract, 
which was terminated by the new contract in 1933, the corporation 
accrued the following amounts for payment to Walter P. Chrysler. 
These sums appear under the heading of "Provisions for C Reserve"; 

Amount 
1927 $907, 211 
1928 2, 466, 941 
1929 1, 550, 000 
1933 370,000 

Total 5, 294, 152 
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Officers' salaries.—Officers' salaries in the following total yearly 

amounts were paid by Chi-ysler Corporation during the period from 
January 1, 1929, to December 31, 1937: 

Number of 
officers Amount Number of 

officers Amoimt 

1929 - 12 
12 
12 
12 
12 

$546,399. 61 
533, 827. 68 
547, 933.16 
532, 926.00 
564,432. 80 

1934 12 
13 
13 
15 
16 

$643, 626, 44 
654, 425,02 
756. 274. 98 
755, 001, 71 
682, 960, 74 

1930 
12 
12 
12 
12 
12 

$546,399. 61 
533, 827. 68 
547, 933.16 
532, 926.00 
564,432. 80 

1835 
12 
13 
13 
15 
16 

$643, 626, 44 
654, 425,02 
756. 274. 98 
755, 001, 71 
682, 960, 74 

1931 _ 

12 
12 
12 
12 
12 

$546,399. 61 
533, 827. 68 
547, 933.16 
532, 926.00 
564,432. 80 

1936 --. 

12 
13 
13 
15 
16 

$643, 626, 44 
654, 425,02 
756. 274. 98 
755, 001, 71 
682, 960, 74 

1932 

12 
12 
12 
12 
12 

$546,399. 61 
533, 827. 68 
547, 933.16 
532, 926.00 
564,432. 80 

1937 --

12 
13 
13 
15 
16 

$643, 626, 44 
654, 425,02 
756. 274. 98 
755, 001, 71 
682, 960, 74 1933 --- -

12 
12 
12 
12 
12 

$546,399. 61 
533, 827. 68 
547, 933.16 
532, 926.00 
564,432. 80 1938 

12 
13 
13 
15 
16 

$643, 626, 44 
654, 425,02 
756. 274. 98 
755, 001, 71 
682, 960, 74 

12 
12 
12 
12 
12 

$546,399. 61 
533, 827. 68 
547, 933.16 
532, 926.00 
564,432. 80 

12 
13 
13 
15 
16 

$643, 626, 44 
654, 425,02 
756. 274. 98 
755, 001, 71 
682, 960, 74 

The above amounts apply only to salaries and do not include any 
amounts accruing to the officers from tbe shares of beneficial interest 
owned in the management trust. (See page 607.) Neither do the 
above sums include extra compensation paid to certain officers in the 
form of common stock as outlined on page 582. The chairman of the 
board did not participate in the management trust but during certain 
years did receive additional compensation as provided in the employ
ment contract. 

The highest paid officer of the corporation received yearly salaries, 
exclusive of extra compensation,: ranging from $123,750 in -1932 to 
§200,000 during 1936. The salaries paid this officer during 1937 and 
1938 were $188,636.32 and $150,583.47, respectively. 

The second highest paid officer received salaries, exclusive of extra 
compensation, of $100,000 during 1936; $94,318.27 in 1937; and 
$77,666.72 in 1938. 

The third highest paid officer received salaries, exclusive of extra 
•compensation, of $90,000 in 1936; $84,886.37 in 1937; and $70,157.50 
in 1938. 

The variations in the yearly amounts of salaries was caused by 
general salary reductions applying to all officers and office emploj'ees. 

The next tabulation shows the number of executives in various 
groups of salaries paid during the years 1929 and 1938: 

Salary groups 

$100,000 ana over, 
$70,000 to $99,999. 
$60,000 to $60,999. 
$50,000 to $59,999. 
$40,000 to $49,999. 
$30,000 to $39,999. 

Num
ber, 
1929 

Num
ber, 
1938 

Salary groups 

$20,000 to $29,999. 
$10,000 to $19,999. 
$5,000 to $9,999... 

Total 

Num Num
ber, ber, 
1929 1938 

2 2 
1 4 
2 2 

12 16 

SECTION 8. ARRANGEMENT FOR FINANCING SALES W I T H COMMER
CIAL CREDIT COMPANY 

Agreement of December 10, 19S4, by and between Chrysler Corporation 
and Commercial Credit Co. of Baltimore, Md.—For many j'ears Chrys
ler Corjioration has had arrangements -with Commercial Credit Co. 
for making available to its distributors and dea,lers financing facihties 
for selling theh new cars on deferred- or time-payment plans at mod
erate rates. In 1934 Chrysler Corporation expressed a desire to make 
available to its distiibutors and dealers more advantageous rates and 
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terms for selhng their cars on the deferred- or time-payment plan. 
The agreement recited that Chrysler Corporation desired to ehminate 
abuses prevalent in the industry relating to the deferred- or time-
payment plans of purchasing cars and by tlhs means to increase the 
sales of Chrysler products, and to insure to the retail purchasers of its 
products a low cost of purchasing on the deferred time-payment plan, 
and therefore, the parties entered into the agreement. 

To effectuate this plan the agreement pro^dded that Commercial 
Credit would apply charges and rates in the United States as follows 
for all Chrysler distributors and dealers whose credit and financial 
responsibility were acceptable to Commercial Credit unless the dis
tributor or dealer did not in turn make available to purchasers the 
same rates wliich include the official dealer reserves and approved offi
cial insurance coverages: 

(1) Rates not to exceed in city territorj' a basic rate of QYz percent flat charge 
on the unpaid balance owing by the purcliaser in the case of contracts maturing 
in 12 months (and an adjusted basic rate for contracts maturing under or over 
12 months) plus the cost of conference insurance applicable to that territory, 
included in the contract, and plus dealer protective reserves. 

(2) Rates not to exceed in other than city territory a basic rate of 8 percent, 
and in all other respects the same as (1) preceding. 

(3) The definition of "city territory" and "other than city territory" was left 
to the judgment and discretion of Commercial Credit Co,, but on request by 
Chrysler, Commercial Credit must furnish information as to specific rates appli
cable to either city or other than city territory, 

(4) Amendment of finance rates: Under date of November 1, 1935, the finance 
rates as provided in the original a.greement were amended so that the rate on 
instruments maturing in 12 equal consecutive monthl.y installments shall not 
exceed a fiat 6-percent charge on the total of the unpaid balance, plus the con
ference costs, in the territory in which the purchaser resides, of insurance against 
fire, theft, collision, and other accidental damage. In the case of instruments 
maturing in more or less than 12 equal consecutive monthly installments the 
finance rate shall accordingly be increased or decreased a flat one-half of 1 per
cent per month. . 

The original agreement and amendments thereto recited that Com
mercial Credit recognized that the designated services to be performed 
by Chrj^sler would be a valuable advertisement of Commercial Credit 
Co. and its business, plans, and financing facihties, and would save i t 
a substantial sum in promoting and acquiring business from dealers 
and should increase its business and profits, and for such services 
agreed to pay Chrj^sler Corporation each calendar j-ear a sum com
puted as follows: 

Minimum payment to Chrysler, $150,000. 
Maximum payment to Chry.5ler, 10 percent of its consolidated net profit from 

all sources before giving effect to any payment to Chrysler and excluding appro
priate nonoperating charges and nonoperating credits to surplus during the year. 

Payments to be subject to the minimum aud maximum limitations, 
and calculations to be based on a percentage of profits after deducting 
a return on Commercial Credit's investment equal to 7 or 8 percent, 
as the case may be. 

The deduction for percent of return on investment was 8 percent 
for the calendar year, unless the actual amount of business exceeded 
the standard amount by 25 percent, in which event it was 7 percent. 
The investment was specified to be the monthly average of the con
solidated outstanding capital stock, surplus, and undivided profit. 

The "standard" amount of business in any year was defined to be 
20 percent of Chrysler Corporation cars registered in United States 
and Canada that were financed by Commercial Credit. 
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The "actual" amount of business in any year was defined as the 
actual percentage of Chrysler Corporation cars so registered in that 
year which Commercial Credit financed in that year. 

I f in any year the actual amount of business equaled the standard 
amount, then the sum paj^able to Chrysler was equivalent to 15 per
cent of the net profit after deducting the return on the investment. 
I f the actual amount of business was greater or less than the standard 
amount, the percentage payable was increased or decreased so as to 
bear the same proportion to 15 percent as the actual for the year 
bears to the standard. 

Under date of November 1, 1935, the terms of payment were 
amended to pro-̂ dde that not any sum shall be payable by Commercial 
Credit to Chi-j^sler if the actual amount of business was less than the 
standard amount and the minimum payment of $150,000 was removed. 
This amendment was canceled as of the 3d day of August 1936. 

Favored-company clause.—Tbe agreement further provided that if 
Commercial Credit should provide financing to any other autoinobile 
manufacturer, its distributors and/or dealers or the purchasers of its 
cars at rates lower than herein provided, then Commercial Credit 
will modify this agreement so that the financing would be as favorable 
to Chrysler, its chstributors and dealers, and purchasers of its cars 
as those enjoj'^ed by any other, manufacturer, its distributors and 
dealers, and purchasers at retail. This provision applies to identical 
territory in which the more favorable terms may be i n effect. This 
provision did not apply to rates, terms, or conditions with respect to 
Ford cars, provided, however. Commercial Credit and its affiliates 
wil l from time to time inform Chi-ysler of tlie names and addresses 
of any dealers or distributors in Ford cars to which the rates or terms 
of financing are more favorable than herein provided for Chrysler, 
its dealers, distributors, and purchasers.• 

Finance charges.—Commercial Credit agreed to apply charges and 
rates in the United States not exceeding those previously set forth. 
Commercial Credit agreed to remit proniptly to dealers for notes 
pm-chased by i t from them the fu l l face amomit owing on such notes 
at the time of purchase less the charge of Commercial Credit and less 
the dealer reserve at the time hi effect, in accordance with the con
tract between Commercial Credit and dealer. I f Chrj^sler requests 
Commercial Credit to put into effect in any territory or territories 
rates less than the standard finance rates established by Commercial 
Credit at that time for that territory or territories (which established 
rates in no event shall be higher than the maximum rates previously 
set forth), Chrysler Corporation agreed to pay to Commercial Credit 
on demand after the close of each month a sum equal to the difference 
between the established fina.nce rate of Commercial Credit and the 
rate charged, pro-vided Commercial Credit submitted to Chrysler 
evidence that cars have been fina.nced at the reduced rates. Chrysler 
was not obligated to pay in such instances where Commercial Credit, 
without the request of Chrysler, put into eff!ect finance rates below 
the established rates of Commercial Credit for the territory concerned. 

Term of contract.—The contract began on January 1, 1935, and 
continued in any event until December 31, 1935, and thereafter for 
successive periods of 1 year ending December 31, unless on or before 
September 30 of aiij^ year either of the parties thereto gave to the 
other written notice ternhnating the contract on December 31 next 

IK ; 
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succeeding the notice. The contract -was terminated on December 31, 
1937, by Chrysler Corporation. 

Under date of November 15, 1938, a consent decree was entered 
against Chrysler Corporation in the District Court of the United 
States for the Northern District of Indiana because of this arrange
ment with Commercial Credit Co, For further information with 
regard to the decree, see chapter I I I , 

Pursuant to the payment provision of the agreement. Commercial 
Credit Co, paid to Chrysler Corporation the following sums in the 
j'-enrs indicated: 

1935 -$44.5, 139, 76 
1936 1, 328, 604. 00 
1937 1, 339, 130, 86 

Total 3, 112, 874. 62 

Dealer contract provision for retail sales finance plan.—The 1936 
and 1937 contracts between Chrysler Corporation and its distributors, 
except those in Texas, contained the following clause: 

Distributor shall not charge time-paj'ment-plan buyers financing rates in excess 
of the rates available for his territory under tjie Chrysler Motors-Commercial 
Credit Co. plan, and distributors shall provide time-payment-plan buyers with 
the various classes of insurance provided by and part of said Chrysler Motors-
Commercial Credit Co. plan. 

The 1938 dealer contracts contained the following clause regarding 
reta.il financing by the dealers, except those in the State of Texas, 
which contracts did not contain any reference to financing: 

I t is to the interest of direct dealer and Chrysler to see to it tbat the cost to 
the public of retail-financed Chrysler and Plymouth motor vehicles be kept low. 
Direct dealer will not at any time charge time-payment-plan buyers rate.s for 
financing in excess of the rates then available for his s.ales area under a.ny time-
payment finance plan that Chrysler may have provided, or may have recom
mended if terms as so recommended are reasonably available to direct dealer, 
and direct dealer shall provide time-payment-plan buyers with the various 
classes of insurance charged for under, and part of, any such plan. 

I t is not the policy of Chrysler to require its dealers to use any particular finance 
company. Direct dealer may use any finance company he chooses, but agrees 
that in lieeping with Chrysler's purpose to make motor vehicles available to the 
public at low prices, finance and insurance charges be no higher than those estab
hshed under a plan provided or recommended by Chrysler as mentioned above 
in this paragraph 17, 

Purchase and sah of Commercial Credit Co. capital stock by Chrysler 
Corporation.—Coincident with entering into the foregoing-described 
contract, the Chrysler Corporation purchased from Commercial 
Credit Co. 50,000 of the latter's common stock at book value of $21.31 
per share. Previously Chrysler Corporation had purchased 100 
shares. 

The total cost of the 50,100 shares to Chrysler Corporation was 
$1,067,200. The shares were disposed of in the open market; 400 
shares in 1936, 3,300 shares in 1937, and 46,400 shares in February 
1938, for a total of $2,098,577.17. The total profit realized by 
Chrysler Corporation amounted to $1,031,377.17. 

Pri6r' contracts between Chrysler Corporation and subsidiaries and 
Commercial Credit Co.—Prior to the execution of the 1934 con
tract for financing, the Chrysler Corporation and its subsidiaries had 
entered hito three other contracts with Commercial Credit Co. pro
viding for the financing of dealer and user purchases of cars during the 
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years 1926 to 1935. These previous contracts embodied the general 
features of the agreement of December 10, 1934, but contained 
different provisions for payment. 

Briefly, these prior agreements pro-vided that the Chrysler Cor
poration, or its subsidiaries, should pay the difference between {a) the 
aggregate amount of the finance charges at the rates and terms 
prescribed by the Chrysler companies in force during each month, 
included in the notes purchased by Commercial Credit durhig said 
month, and (b) the amount of the finance charges that would have been 
hicluded had there been in. force the rates and terms set forth by 
Commercial Credit. 

Commercial Credit agreed to pay to Chrysler Corporation a sum 
equal to the proportion of the excess profits as the aggregate of the 
finance charges contamed in the notes financed by Commercial 
Credit in connection with the retail sales of Chi-ysler Corporation's 
cars and sales of used cars for the month of year bear to the total 
aggregate fhiance charges collected by Commercial Credit on all its 
operations for the said year. The excess profits were defined to be the 
profits, after deducting taxes and all charges, in excess of 15 percent 
of the consolidated invested capital, surplus, and undivided profits for 
the year in question. 

In addition to the payrnent provided in the last preceding paragraph 
to be made by Commercial Credit, the latter further agreed to pay to 
the Chrysler Corporation the sum of $1 for each and every one of the 
Chrysler Corporation's cars sold at retah and financed by Com
mercial. Credit, payments made under this provision to be deemed 
to be an expense of Commercial Credit in determinhig the amount of 
net profit for the purpose of excess-profits payments. 

By the provisions of these earlier contracts, Chrysler Corporation 
paid, or received, or accrued the foUowing sums in the years indicated: 

Paid Received Paid Received 

1927 $593, 738.12 
880, 422. 66 

1934_. . . . . $88, 221. 75 
445,139. 76 

1, 328, 604. 00 
1, 339,130, 86 

1928 
$593, 738.12 
880, 422. 66 1935 

$88, 221. 75 
445,139. 76 

1, 328, 604. 00 
1, 339,130, 86 

1929 

$593, 738.12 
880, 422. 66 

$130,093.98 
186,110.04 
148, 877. 06 
39,148. 64 

106, 928, 36 

1936 

$88, 221. 75 
445,139. 76 

1, 328, 604. 00 
1, 339,130, 86 1930 

$130,093.98 
186,110.04 
148, 877. 06 
39,148. 64 

106, 928, 36 

1937-. 

$88, 221. 75 
445,139. 76 

1, 328, 604. 00 
1, 339,130, 86 

1931 

$130,093.98 
186,110.04 
148, 877. 06 
39,148. 64 

106, 928, 36 
Total. 

$88, 221. 75 
445,139. 76 

1, 328, 604. 00 
1, 339,130, 86 

1932 

$130,093.98 
186,110.04 
148, 877. 06 
39,148. 64 

106, 928, 36 
Total. $1,474,160,68 3, 820, 260. 45 

1933 

$130,093.98 
186,110.04 
148, 877. 06 
39,148. 64 

106, 928, 36 
$1,474,160,68 3, 820, 260. 45 

SECTION 9. CONSOLIDATED FINANCIAL STATEMENT 

Consolidated balance sheet.—The preceding financial statements dis
cussed in this chapter ref erred to the manufacture and sale of products 
from the United States plants of the Chrysler Corporation. The 
latter also owns plants in Canada and certain of its foreign subsidiaries, 
assemble motor vehicles in Europe. 

There is presented in table 57 the consolidated balance sheet of' 
Chrysler Corporation as of December 31, 1926 to 1937, including the 
foreign subsidiaries and sales branches. 



TABLE 57.—Chrysler Corporation, consolidated balance sheet, 1926 to 1937, inclusive 

ASSETS 

I—' 
Oi 

Current: 
Cash L 
Marketable securities at eost- ._ 
Car sbipnients again.st b i l l of lading drafts 
Notes and accounts receivable 

Less allowances 
Inventories, at lower of cost or market 

Other as.sets: 
Real estate not used i n operations •___ 
Sundry investments and miscellaneous accounts -._ 
Advances to Chrysler management trusts _ 
Preferred stock sinking fund 
Dodge Bros. Inc., debentures sinking f u n d 

Property, plant and eauipment: Land, buildings, machinery, equipment, 
dies, etc 

Less provision for depreciation, etc 
Goodwill . 
Deferred: Prepaid insurance, taxes, etc.. 

Tota l assets. 

1926 

$8, 500,426. 60 
7, 819, 641. 95 
3, 798, 469. 44 
3, 672,918. 33 

16,417,102.02 

4,451. 00 
492, 677, 30 

109, 60 

34,960,852. 59 
I 10, 860, 524, 82 

25, 000, 000.00 
403, 459. 15 

90, 213, 643. 08 

Ouirent: 
Cash 
Marketable seciirities at cost 
Car shipments against b i l l Of lading drafts 
Notes aud accounts receivable 

Less allo^vances 
Inventories, at lower of cost or market . 

other assets: 
Balances i n closed banks _ 
Eeal estate not used in operations 
Sundry investments and miscellaneous accounts 
Expense advances and accounts, officers and employees 
Investments and accounts, subsidiaries not entirely owned 
Advances to Chrysler management trusts 
Dodge Bros., Inc., debentures sinking f u n d 

Property, plant, and eqmpment: Land , buildings, machinery, equipment, 
dies, etc 

Less provision for depreciation, etc. 
Qoodwiil 
Deferred: Prepaid insurance, taxes, etc.. 

1932 

$33, 735, 861. 70 
8, 866, 632. 70 
2, 956.058. 12 
1, 821, 660 45 

1 75, 881. 63 
18, 377, 464. 85 

Total assets. 

4, 344, 938. 42 
1,195,492, 07 

3,619, 6,50,00 
20,341, 57 

126, 518, 814. 30 
1 64, 822, 274. 01 

1.00 
1, 827, 942. 67 

138,386,702.77 

1927 

$17, 355,770. 60 
16, 286, 231. 71 

2, 30 •', 746. 18 
2, 997, 598. 71 
' 138, 0 4. 05 

17,846,318.33 

4,451.00 
548, 361.93 

311. 50 

35, 324, 973. 61 
' 13, 070, 005. 60 

25, 000, 000. 00 
440, 016. 90 

103,894, 680. 82 

1928 

$49, 509, 233. 44 
3, 760, 759, 71 
6, 650, 203. 06 
5, 805,109, 49 

1 94, 098,11 
44, 985, 395. 06 

4,344,823.90 
903, 156, 47 

501, 695. 88 

124, 427, 320.23 
1 40, 723, 692. 14 

25, 000,000. 00 
1,875,426. 66 

226, 846, 333. 64 

1933 

S12, 609, 531. 03 
24, 760, 444. 56 

43,6, 291. 99 
2, 370, 107. 72 

I 92, 426. 14 
34,556,769.27 

2,012,037. S3 
2, 776, 307.87 

' 2,400, 717.82 
263,865. 58 

3, 323,015.16 

12S, 755, 693. 83 
1 68, 346, 468. 69 

1.00 
1, 693, 710. 65 

147, 517, 649. 58 

1934 

$31, 460, 065, 23 
955,176, 35 

6, 597, 376, 73 
10,606, 426.13 

1 61, 741. 04 
37,533,616. 61 

1,501,890.23 
2. 747, 229. 29 
1,908, 524. 46 

139,960. 06 
368, 264. 32 

3, 140, 665. 54 
600,000.00 

129,081, 860. 54 
I 69, 725,476. 52 

1.00 
2,157,867. 26 

168,969,276.21 

1929 

136,977, 837. 20 
1, 729, 709. 64 
5, 052, 474. 38 
8, 680, 916. 40 
1 236,197. 48 

38, i02,157, 07 

4,305,687. S3 
1,115, 691. ,59 
3, 498,140. 91 

131,135,183.34 
1 '17,611, 002.45 

25, 000, 000. 00 
1,884, 774. 18 

209, 741, 379.19 

19,30 

$32,145, 410.39 
9, 408, 991. 66 
2, 284, 370. 69 
4, 240, 264. 23 

I 195, 456. 07 
26, 055, 412, 20 

4,?52,740,64 
1, 125, 866. 33 
3, OSO, 000. 00 

106, 228. 92 

126,767,176.28 
1 52, 694, 552. 99 

26, 000, 000, 00 
2, 266, 641. 05 

184,131, 992. 33 

1931 

$23, 200,861. 52 
27,031, 974. 17 

1, 983, 957. OS 
2,166,684. 92 
' 167, 661. 61 

22,104, 293.07 

4,341,861. 
1, 638,141. 
3,073, 686. 

639.04 

124,967,641. 
I 69, 444, 314. 

25, ono, 000. 
2, 121,896. 

178,6 662.48 

1936 

$57, 438, C26. ,12 
1,688,961.84 
9, 326, 360, 34 

11,063,887,72 
1 59, 029. 61 

48,765,678. 65 

1,316,100.31 
2, 695, 489,18 
2,872,373,94 

174, 603.49 
• 823,499,80 
1, 680, 913, 43 

114, 070, 799, 74 
' 61,099,316,41 

1,00 
2,165, 572, 63 

193, 510, 631,47 

1936 

$40, 551, 620, 78 
14, 352, 803,18 
10, 460, 510, 65 
8, 222, 964. 00 

1 61, 004,13 
60, 565, 446, 72 

880,590.14 
2, 666, 607. 69 
2, 787, 868. 16 

208, 270. 93 
934, 736. 55 
738, l a i . 19 

117, 605, 115.40 
• 57, 375,360.85 

1.00 
2,127, 900. 79 

210, 676,184. 10 

$35, 397, 377. 
12, 916, 197. 

7, 736, 200. 
6, 625, 198. 

' 79, 831. 
50,132, 862. 

438,911. 
2,611,580. 
2,889, 255, 

203, 210. 
1. 054, 526. 

553,000. 

82 
89 
67 
13 
12 

2S 
21 
80 
48 
98 

1.00 

116,471,824.82 
' 60, 407, 351, 63 

I , 00 
2, 269, 105, 87 

188, 803,076. 93 

0 

hi 
W 
> 
o 
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1926 1927 1929 1930 1931 

Current: 
.•Accounts payable.-
.Accrued interest, insurance, taxes, etc 
Dividends payable 
Distributors' and dealers' deposits 
Provision for income taxes.. 
Deposits, employees, preferred stock purchase plan 

Funded debt: 
10-year 5H-percent serial gold bonds. Maxwell Motor Corporation.. 
Dodge Bros. Inc., 5-pereent serial notes '. 
Dodge Bros., Inc., 6-percent gold debentures.. 

Capital stock: 
Preferred.. . 
Common__. 

Reserves and surpluses: 
Contingent-. 
Earned surplus: 

.Appropriated 
Unappropriated -. 

702,560.08 
199,817,44 
492, 666.75 
304,019. 27 
194,722. 25 
90,596.80 

1,684,000.00 

$6,933,612.46 
170,644.26 

2, 634, 623. 00 
357,693. 51 

3,279,776. 31 
222,035.11 

1,168,000.00 

$25,122,959. 52 
1, 921, 765. 35 

$13,935,348.41 
864,824.50 

$9, 298, 808. 61 
906,376.18 

$9, 638,968. 04 
733, 636. 72 

1, 627,016. 24 
4,101, 713. 59 

1,6,50, 643.62 
2,497,003.18 

1, 121,846.64 
128,099. 75 

927, 678. 23 
127,414.23 

927, 000.00 
2, 306, 000.00 

56,705, 000.00 

587,000. 00 

"49,"i78,'6oo.'6o" 47, 683, 000. 00 44,411,600.00 

497,894.30 
379, 939.96 

1, 319, 824. 64 

431,637.70 
915, 963.97 

21,671,401. 50 
34, 608,004, 96 

4,068, 207,89 

2, 358, 272, 60 
26,622,449, 33 

72,329,003,35 

13,680,675,03 

48, 226, 210. 46 

73,766,364. 60 

10, 500, 690. 42 

2,704, 449. 75 
54, 087,164. 71 

73, 262, 830. 45 

6,870,929. 27 

3, 197,973.90 
42, 762, 627. 53 

73,123,488,26 

0,730,781.52 

3,338,316,10 
39, 678,880. 39 

Total liabilities 90,213,043.06 103,894,680.82 226,846, 333. 54 209,741,379,19 184,131,992,33 178, 609, 662, 48 

1932 1933 1934 1936 1936 1937 

Current: 
-•Vccounts payable- -- - . . . -

Dis t r ibu tors ' and dealers 'deposits. . 
Provision for income tâ ĉes . . . . 

$14, 846, 708,22 
616,643, 67 
933, 027. 95 

$18, 293, 288, 03 
670, 605. 78 
199, 812. 48 

2, 058,908.97 

$35, 239, 236. 36 
594,162.17 

5, 960. 00 
1, 847,022, 79 

$52, 306, 075. 68 
068, 481. 02 

5,740. 32 
8,931,095. 46 

10,000,000. 00 

$60, 389, 874.01 
835,161. 69 

0, 840. 32 
14,000,000. 00 

825, 445, 252. 67 
932,162. 33 

6, 790. 33 
12,300, 000. 00 

Notes pavable to Ijauks . . 

$18, 293, 288, 03 
670, 605. 78 
199, 812. 48 

2, 058,908.97 

$35, 239, 236. 36 
594,162.17 

5, 960. 00 
1, 847,022, 79 

$52, 306, 075. 68 
068, 481. 02 

5,740. 32 
8,931,095. 46 

10,000,000. 00 

$60, 389, 874.01 
835,161. 69 

0, 840. 32 
14,000,000. 00 

825, 445, 252. 67 
932,162. 33 

6, 790. 33 
12,300, 000. 00 

Funded debt: Dodge Bros,, Inc 6-perccnt gold debentures 42, 331, 000. 00 
21,847,205.00 

4,543,418. 37 
574,936.00 

25, 322,043. 67 
27, 372,720.89 

40,020, 500.00 
21,807,135. 00 

4,418, 763. 32 
614, 746. 00 

24,229,627. 69 
35,198,273.31 

30,160, 600. 00 
21, 728, 940. 00 

5, 299, 238. 63 
692,940. 00 

24,100, 410. 27 
39, 300,874.99 

$52, 306, 075. 68 
068, 481. 02 

5,740. 32 
8,931,095. 46 

10,000,000. 00 

Capital stock: Common. . . 
Reserves and surpluses; 

Contingent . . . - . 

42, 331, 000. 00 
21,847,205.00 

4,543,418. 37 
574,936.00 

25, 322,043. 67 
27, 372,720.89 

40,020, 500.00 
21,807,135. 00 

4,418, 763. 32 
614, 746. 00 

24,229,627. 69 
35,198,273.31 

30,160, 600. 00 
21, 728, 940. 00 

5, 299, 238. 63 
692,940. 00 

24,100, 410. 27 
39, 300,874.99 

21, 661, 630. 00 

fl, 616, 448. 97 
760, '245. 00 

23,068,773. 59 
65, 612, 041, 43 

21,791,955.00 

12, 224, 833. 45 
629, 920. 00 

25, 366, 707. 33 
75, 631, 892, 40 

21, 755, 660. 00 

19,674, 032.18 
666, 215. 00 

25,291, 890. 63 
82, 740, 483.80 

Capital surplus: Appropr ia ted . . . . 

Earned surplus: Unappropriated 

Tota l l iabili t ies - . 

42, 331, 000. 00 
21,847,205.00 

4,543,418. 37 
574,936.00 

25, 322,043. 67 
27, 372,720.89 

40,020, 500.00 
21,807,135. 00 

4,418, 763. 32 
614, 746. 00 

24,229,627. 69 
35,198,273.31 

30,160, 600. 00 
21, 728, 940. 00 

5, 299, 238. 63 
692,940. 00 

24,100, 410. 27 
39, 300,874.99 

21, 661, 630. 00 

fl, 616, 448. 97 
760, '245. 00 

23,068,773. 59 
65, 612, 041, 43 

21,791,955.00 

12, 224, 833. 45 
629, 920. 00 

25, 366, 707. 33 
75, 631, 892, 40 

21, 755, 660. 00 

19,674, 032.18 
666, 215. 00 

25,291, 890. 63 
82, 740, 483.80 

Capital surplus: Appropr ia ted . . . . 

Earned surplus: Unappropriated 

Tota l l iabili t ies - . 138,336,702.77 147,517,649.58 168,969,276.21 193,510, 531,47 210,676,184.10 188,803,076.93 
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Investment, p7'ofits, and rates of return, consolidated operations.—The 
investment, profits, and rates of return referred to herein reflect 
those pertaining to the entire consolidated operations of the Chrysler 
Corporation. A summary of the investment, profits, and rates of 
return follows in table 58. This summary shows the investment 
on thi-ee bases, namely, the total investment, the stockholders' 
hivestment, and the investment hi the manufacture and sale of 
products and after excluding outside investments. 

The investments reflected hi this table represent the investment 
arrived at in the same manner as tbat in wliich the investment for the 
United States operations was determined, and as described on page 571. 
The profits related to the investment in this table represent the 
revised profits as detennined by the Commission's accountants. 
The bases for determining both profits and investment have been 
pre-viously referred to in this report, page 566, and are not repeated 
here. 

TABLE 58.—Chrysler Corporation—Investment, profits, and rates of return on ihe 
investment applying to the total consolidated operations, 1927 to 1937, inclusive 

Tota l invest
ment 

To ta l stock
holders' invest

ment 

Tota l motor-
vehicle invest

ment 

Average investment: 
1927- .__L: $58, 808, 488 $56,993, 632 $51, 382,310 
1928.- 115,127, 761 83,519,740 103, 337,129 
1929.. 166, 728, 911 107, 943, 649 .• 1,52,844,198 
1930..-..: _ _ 153, 879, 763 103, 432, 401 131, 957,164 
1931-..-'. 141,162, 376 93, 728,113 113,424,129 
1932 L . 129, 836, 038 85,467,619 100,843,411 
1033 : - 124, 287, 038 82, 367, 368 93,488, 698 
1934- -- 126, 333,113 88, 672, 732 108,127, 064 
1936— . . . . 128, 701, 048 107, 331,950 116, 394,797 
1936.. - 136,165,417 132, 825, 793 117,3,34,328 
1937 147,341,9G9 147, 336,154 127, 777, 801 

l l -year average- . . . . - -- 129, 988,202 99, 283, 295 l i o , 856, 292 

Revised yearly earnings before deductions for Federal 
and State income taxes: 

1927 25, 676, 241 26,437,988 25, 393,140 
1928- 40,195,624 38, 608,107 40,026, 783 
1029-- 32,105,185 , 28, 726, 786 31,969,352 
1930- 1,087.6,';S 1 1,948, .331 670, 463 
1931J- 0,147,003 3, 308, 326 5, 6n4, 087 
1932- '8,911,074 1 11, 669,191 1 9, 300, 281 
1933- 19, 486, 256 16, 955, 243 18, 956, 056 
1934 14, 027, 099 11,7)8,067 13, 639, 9,68 
193.5 - _ 52, 267, 692' 61,383,913 61,867,152 
1936 S3, 221, 824 83,1,50, 619 82,495, 032 
1937 72, 039, OU 72, 038, 602 71,231,861 

l l -year average - 30,658,411 28, 891, 739 30, 231,145 

Bates of re turn: Percent Percent Percent 
1927 43,49 44.03 49,42 
1928 34,91 46. 23 38,73 
1929 19,37 26. 61 • 20, 92 
1930. .71 11.88 .51 
lf,31 4.36 3. 53 4. 94 
1932 16. 86 113. 54 •9.22 
1933 16. 68 20. 68 20. 28 
19.34 - 11.10 13.21 12. 61 
193,5 . : . . 40. 01 47.87 44. 55 
1936. 61.12 62. 60 70.31 
1937.. 48.89 48.89 65. 75 

i l -year average 23. 59 29.10 27. 27 

1 Loss. 
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By reference to the preceding table, i t w-ill be observed that the 
ll-year average rate of return on the total investment in the consoli
dated operations was 23.59 percent, on the stockholders' investment 
i t was 29.10 percent, and 27.27 percent on investment in the so-cahed 
motor-vehicle investment. The latter term, as used here, includes 
some small amount of other products, such as industrial engines, 
marine engines, and air-conditioning equipment; however, approxi
mately 99 percent of the company's total sales represented motor 
velucles and replacement parts. 

The variation in the rate of return between the total hivestment 
and the stockholders' investments, amounting to 5,51 points percent, 
was caused by the influence of borrowed money on the rate of return 
on the total hivestment. Borrowed money was excluded from the 
stockholders' investment, and, inasmuch as it did not cost the corpora
tion in any instance more than 6 percent, the exclusion of borrowed 
monej'̂  increased the rate of return after deducting interest. The 
hivestment in the so-caUed motor-vehicle business, after deducting 
outside investments and property not used in the business and the 
income or expenses, but mcluding borrowed money, resulted in a rate 
of return of 27.27 percent on investment hi the motor-vehicle bushiess. 

The rates of return on the consolidated operations, includmg the 
foreign, varied only slightly from the return realized on the United 
States operations. This does not mean-that the-two divisions of 
operations resulted in the same degreee of profit or loss on the- invest
ment. The United States operations comprised such a la,rge propor
tion of the total consolidated business tbat the foreign bushiess 
would have little effect on the rate of return, even though there was 
considerable variation in the rate of profit reahzed per dollar of sales. 

Income and expenses, consolidated ope7-atio7is.—Tahle 59 presents a 
comparative statement of Chrysler Corporation's income and expenses 
applicable to the total consolidated operations for the period January 
1, 1927-October 31, 1936. Tbis statement further indicates the 
profit applying to the investment hi the manufacture a,nd sale of 
products, the total stockholders' investment, and the total hivestment, 
including that portion of the hivestment in securities or properties 
not used in the bashiess. 

This statement should not be confused with the hicome and expense 
statement for the United States operations, because it includes the 
sales, expenses, and profits or losses of the Canadian and foreign 
subsidiaries. The income and expenses reflected hy this stateinent 
were deternuned by the Commission's accoimtants after applyhig 
certahi re-visions, wlhch have been previoush- outlined on page 583, 
with the exception that the accountants did not make a detailed 
analj'sis of the income and expenses of the foreign subsidiaries. 

In revising the corporation's consolidated statem.ent, only the 
revisions were applied that were obtained from analyzing the United 
States operations. This method was followed because it was difficult 
to obtain detahs of the foreign subsidiaries' accounts and because i t 
was thought that the result would not justifj'- the time that would be 
needed, and further because the United States operations comprised 
such a large proportion of the total business. For example, net sales 
from the United States plants amounted to $723,362,000 during 1937, 
and the total consolidated net sales amounted to $774,472.00 during 
the same year. 



TABLE 59.—Chrysler Corporation, consolidated profit-and-loss statement, 1927 to 1937, inclusive 

Net sales 
Factory cost of sales. 

Gross prof i t on sales 
Tota l commercial and administrative expenses. 

Ne t prof i t 
o ther income (net of expenses). 

Ne t prof i t f rom manufactur ing. 

Income f rom investments: 
Real estate not used i n operations 
Sundry investments 
Marketable securities 
H i subsidiaries not consolidated.. 
Loans to Cbrysler Management T r u s t . 

Tota l income f rom outside investments . 

Total net prof i t before interest and income taxes-
Deduct: Interest on borrowed funds 

Net prof i t before provision for income taxes . 
Provision for Federal and State income taxes 

Net prof i t after providing for income taxes. 

1927 

$173,736, 646.30 
137,340, 602, 31 

36,385,942.99 
11,993,914.66 

24,392,028,44 
1,001, i n . 89 

26,393,140.33 

183,100,81 

183,100,81 

25, 576, 241,14 
138, 253,10 

25, 437, 988, 04 
3,263,090,49 

22,174,897. 65 

1928 

$315,937,196,16 
254,376, 317, 41 

61, 560,878. 75 
23, 999, 367.02 

37,661,611.73 
2,465, 272. 29 

40,026,784.02 

I 120,467, 46 

'""289,'367.'8i" 

168,840.36 

40, 195,024.37 
1,687,517,75 

38, 608,106, 62 
4,138, 962, 81 

34,469,143.81 

1929 

$375,178,623.22 
315, 037,669.80 

60,140,852. 42 
32,425, 83.6. 77 

27, 715, 016. 65 
4, 254, 334, 74 

31,969,351,39 

•1 120,426,71 

108,760.20 

'"87,'506.'o6' 

135,833.49 

32,105,18188 
3,379,399,30 

28,736,785, 62 
2, 438,020. 52 

26,237,766, 00 

1930 

$207,549,008.09 
186,412,678, 22 

22,136,329.87 
23,625,637.81 

> 1,489, 307.94 
2, 169,771.60 

670,463,66 

1 121,754.48 

388,948, 97 

'i56,'o6o'oo' 
417,194, 49 

1,087,658. 16 
3, 036,989.43 

1 1,948, 331.28 
70, 256.92 

1 2,018,583.20 

1931 

$183,289,478. 82 
157, 937,604.32 

25,351,874, 50 
21,219, 814, 74 

4,132, 059, 76 
1, 472, 027, 65 

6,604,087.41 

1 131,318,91 
13, 430.95 

580, 206, 72 

70,598,28 

643, 916, 04 

6,147,003, 46 
2, 838, 677. 53 

3, 308,325.92 
118,414. 23 

3,189,911.« 

1932 

$136,794,392,76 
127,443,000, 59 

9, 351,392.17 
20,095,198.70 

' 10,743,806. 53 
1, 443, 527. 00 

"9,300,279.53 

1 110, 614. 01 
08.60 

445,426. 69 

54,294. 76 

389, 206.94 

1 8, 911, 073. 59 
2, 058,117, 09 

1 11, 669,190, 68 

1 11, 669, 190. 6 
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1933 

Net sales 
Factory cost of sales.. 

$238,061,986.63 
201,786,270.17 

Gross profi t on sales.. — 
Tota l commercial and administrative expenses. 

Net profi t 
o ther income (net of expenses). 

36,276,716.46 
18,414,388.65 

17,861,327,81 
1,093, 729. 56 

Net prof i t f rom manufactur ing. 18, 956, 057. 37 

$362,631,079,34 
319, 812, 729. 30 

42,818,350.04 
30, 746,918.98 

12,071,43L 06 
1, 568, 526. 07 

13,639,957,13 

1936 

$519, 072, 906. 98 
431,653,670,96 

$666, 526, 357. 30 
545,635,431.11 

87, 419, 236.02 
37, 316, 963,02 

120, 890, 926.19 
41, 692, 062.03 

60,102,273.00 
1,764,879.06 

79,298,864.16 
3, 196,166.76 

51, 857,152.06 82, 496, 030, 91 

1937 

$774,472, 070.92 
662,300,496.61 

112,172,181, 31 
44, 760, 738. 77 

67, 411, 442. 54 
3,830, 407. 62 

71,231,860. 16 

Tota l years 
1927-37 

$3, 953, 240,150, 52 
3, 338, 736, 469.80 

614, 503, 680. 72 
306, 190,840.04 

308,312,840.68 
24, 229, 754. 23 

332, 642, ,594, 91 



Income from inTestmeiits: 
Real estate not used in operations 
Sundry investments 
Mjirketable seem'ities 
In subsidiaries not consolidated. 
Loans to Chrysler Management Trust-

Total income from outside investments. 

Total net profit before interest and income taies. 
Deduct: Interest on borrowed funds 

Net profit before provision for income taxes. 
Provision for Federal and State income taxes 

Net profit after providing for income taxes.. 

' 37, 108,11 
13,871, 65 

500,140, 70 

30, 287. 45 
34, 034. 41 
362, 289. 05 
10,101.18 
49, 830.24 

84,764, 66 
22,5,730.10 
30,260.00 
24,694, 46 
45, 111. 17 

134,980, 25 
420, 226. 49 
132, 907,17 
28, 091. 71 
10, 587,19 

159,823.20 
443,600. 20 
164,414.19 
31,524.84 
7,798. 27 

1 221, 844,12 
1,151, ,592, 30 
3,145, 751, 31 

04, 412.IS 
530, 014, 07 54,294,76 

30, 287. 45 
34, 034. 41 
362, 289. 05 
10,101.18 
49, 830.24 

84,764, 66 
22,5,730.10 
30,260.00 
24,694, 46 
45, 111. 17 

134,980, 25 
420, 226. 49 
132, 907,17 
28, 091. 71 
10, 587,19 

159,823.20 
443,600. 20 
164,414.19 
31,524.84 
7,798. 27 

1 221, 844,12 
1,151, ,592, 30 
3,145, 751, 31 

04, 412.IS 
530, 014, 07 

531,199. 00 387,142.33 410, 540, 38 726,792,81 807,160,70 4, 699,920. 34 

19, 486, 256. 37 
2, 531, 013. 85 

14,037,009. 46 
3,309,032.86 

62, 267, 692, 44 
883,779, 34 

83,231,823,72 
71, 204.81 

72,039,010.86 
408.90 

337, 242, 521. 25 
19, 433, 393. 92 

16, 955, 242. 52 
2, 068,90S. 97 

11,718,066. 60 
1,847,022, 79 

51,383,913.30 
8, 931, 095. 4S 

83,160,618.91 
14, 000,000,00 

72,038, 601,96 
13,300, 000, 00 

317, 809,127. 33 
49,165, 772.19 

14,896, 333. 56 •9,871,043,81 43,462,817. 74 69, 150, 618. 91 69,738,601.96 268, 643, 355.14 

1 Loss. 
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CHAPTES XIV. REPORT ON FORD MOTOR CO. 

SECTION 1. HISTORICAL SKETCH 

Introduction,—In the history of the development of the motor 
vehicle industry in the Uiuted States there have been at least two 
manufacturing companies nam.ed Ford Motor Co, The company 
operating mider that name at the present time is a Delaware corpora
tion that was incorporated on July 9, 1919, under the name of Eastern 
Holding Co. The original Ford Motor Co. was incorporated in 
Miclugan on Jime 16, 1903. 

The names of the original stockholders, together vnth their resi
dences and the numbers of shares subscribed by them were as follows: 

Sliares 
Alex. Y, Maloolmson, of Detroit, Mich , 2,55 
Henrj' Ford, of Detroit, Midi 255 
Joliii S. Gray, of Detroit, Mich 105 
John F, Dodge, of Detroit, Mich 50 
Horace E. Dodge, of Detroit, Mich 50 
Albert Strelo-n% of Detroit, Mich 50 
Vernon C. Frv, of Detroit, Mich 50 
Charles H. Bennett, of Plymouth, Mich 50 
Horace H . Rackliam, of Detroit, Mich 50 
John W, Anderson, of Detroit, Mich • 50 
James Couzens, of Detroit, Mich 25 
Charles F. Woodall, of Detroit, Mich 10 

Total 1,000 

The authorized capital stock was $1,50,000 par value in amount, of 
wbich $100,000 was subscribed and fully paid in at the date of organi
zation. 

The original ofiicers were as follows; Jolm S. Gray, president; 
Henrj^ Ford, vice president; James Couzens, secretary; Alex, Y. 
Malcohnson, treasurer. Henry Ford was elected geiieral manager 
with a salary of $3,600 a year; and James Couzens was elected busi
ness manager -with a salary of $2,500 a year. 

I t will be observed that, of the original 1,000 shares subscribed and 
issued, Alex. Y. Malcolmson and Henry Ford each subscribed for 255 
shares. Together, these holdings amounted to 510 shares, or 51 per
cent of the capital stock of the company. These 510 shares were 
paid for by turning into the newly organized company certain patents, 
patents applied for, machinery, and contracts for supplies. A valua
tion of $40,000 was placed on the patents and patents applied for; 
the machinery was valued at $10,000; and the contracts for supphes 
were valued at $1,000. 

Events leading up to orgamization of Ford Motor Co.—The organiza
tion of the original Ford Motor Co. was the culmination of a series of 
researches, activities, and events that developed and happened over 
a series of years. Back in 1885, Henry_ Ford, then a machinist_ in 
Detroit, obtained an opportimity to repair an Otto ga,s engine, which 
was designed to use illuminating gas as a fuel. This engine, i t is 
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said, appealed to Ford's imagination and set up a train of thought and 
experimentation that resulted eventually in the development of the 
early Ford tj^pe of gasoline driven automobile.^ The earhest practical 
product of this process was the so-called gasoline buggy, v/bich Henry 
Ford commenced operating in the spring of 1893. This was a single 
seated automobile, the wheels of which were bicycle wheels, and which 
•was driven by a motor with two cĵ hnders each with a 23'̂ -inch bore 
and a 6-inch stroke, the cylinders being set side by side over the rear 
axle of the "machine," I t is said that Ford operated this car over a 
total distance of about 1,000 miles and then sold it for $200 because 
he needed the money.̂  

Ford bmlt a second car in 1896.̂  I t is said that up to this thne, 
Ford's associates sought to discourage his experim ênts with a -riew to 
•developing a practical motor-driven vehicle along the Imes he was 
trying to develop, but that, after describing his mechamsni and idea 
to Thomas A. Edison, the latter gave him great encouragement to 
proceed with lus researches and experiments, telhng him that he was 
proceeding along the correct lines.* 

During most of tlus period of research and development of his 
motor-driven vehicle. Ford was a mechanic in the employ of Edison 
Illuminating Co. of Detroit; and i t is said that he had risen to the 
position of cluef engineer \rith a salary of $125 a month. I t is also 
said that, about 1899, Echson Illuminating Co. of Detroit offered to 
make lum its general superintendent on condition that he would 
"stop fooling -with Ms gas engine and devote Ms time to useful work." * 
The result was that Ford resigned Ms position in 1899 and went into 
the automobile business. 

After lea-ring the service of the electric company. Ford associated 
-with Mm a group of men and formed a company known as Detroit 
Automobile Co. Ford held a small part of the stock of tMs com
pa.ny and was manager and chief engineer. I t is said that few cars 
were sold, hardly any money was made, and just before the expiration 
of the third year of the company's hfe. Ford decided to resign and 
develop Ms own busmess; and that he rented a one-story brick shed 
and went on with his experiments, trying out engines and building 
improved models on the principle of his first car,̂  

One of the early methods of obtahiing pubhcity for a make of auto
mobile was to compete in races. In 1902, Ford designed a compact 
2-cyliiider engine and fitted it onto a skeleton chassis, thus construct
ing a racing car. TMs racer was driven by Henry Ford in a race 
against the track champion, Alexa,iider Winton of Cleveland; a,nd 
Ford won the race.' Ford then built two "big racing cars," naming 
one the "999" and the other "Arrow." The engines in these racers 
were said to have developed 80 horsepower. The 999 was entered in 
a race in 1903, but neither Ford nor his partner was -wiUing to drive 
the car in the race, Barney Oldfield, then a bicycle racer of fame, 
was engaged for the purpose of dri-ring tMs racer; and it is said that, 
he finished the race about a half mile in front of the second cari^"' 
The original Ford Motor Co. was organized 1 week later. 

1 Ford, My Life and Work, pp, 28-31, 
Ibid., p. 33, 

3 Ibid., p, 33, 
-< W. J. Cameron, The Ford Sundav Evening Hour Talks, First and Second Series, pp. 72-73. 
"» Ford, M y Life and Work, p. 33. 

Ibid., pp. 30-37. 
7 Ibid., p: 37. 
•Ibid. , pp. 50-51. 
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One commentator stated that of the original $100,000 par vaiue 
of stock issued by Ford Motor Co., only $28,000 was paid in 
casli.^ The company's minutes indicate that only $51,000 of this 
stock was paid for by turning in patents, patent rights, machinery, 
and contracts for supplies, and that the remaining $49,000 was sold 
to the subscribers therefor at par. There is nothing in the minutes 
to show that this payment for the 490 shares was made hi other than 
cash. Al l additional capital employed in expanding the plant and 
business of the company in.after years was obtained by retaining 
the major portion of the company's profits in its business. 

Ford's ideas unih reference to automobiles.—It is said tliat Henry 
Ford had certahi ideas concerning the proper construction of a 
"machine" if i t were to be practicable for general use in persona] 
transportation. Lightness was one essential—hlustrated by the fact 
that the first "gasoline buggy" weighed about 500 pounds. When 
the automobile industry.was in its early infancy, the general idea 
seemed to be that an automobhe was a luxury vehicle—something 
that could be afi'orded only by the wealthy and the very well-to-do, 
something that would represent an investment of several thousands 
of dollars in a single unit. I t is said that Ford's idea was to construct 
a motor velucle that would be so low priced as to be within the means 
of the great multitude. During the period 1900 to 1910, the general 
idea seemed to be that after an automobile had been in use approxi
mately 2 years, there had developed a potential and prospective repair 
bUl of such magnitude that the economical course of procedure was 
to dispose of the automobUe in use and buy a new one. I n contrast 
with this, Ford expressed publicly the idea of buUding a motor vehicle 
of such sturdmess that i t would have a serviceable life of 5 years, 
and of furnishing i t to the public at such a low price that, at the 
conclusion of 5 years of service, the o-wner could afl'ord to throw away 
the worn-out car. An important part of this idea was that of fur
nishing interchangeable repair parts at prices such that the o\vner of 
a Ford car could better afford to buy new replacement parts, when 
needed, than to have old parts repaired. I n short, while other auto
mobUe maimers expected to supplj'' only a limited demand found among 
wealthy and very well-to-do people. Ford had the vision of 95 percent 
of the population as the source of demand for a low-priced sturdily 
built motor vehicle.'" 

Ford's original associates.—There were 11 men associated with 
Henry Ford in the organization of Ford Motor Co., the Michigan 
corporation. I t is said that Malcohnson was a coal man. I t is also 
inferred that he was a partner with Henry Ford in the latter's experi
mental and developmental work carried on just prior to the formation 
of Ford Motor Co., inasmuch as he received one-half of the 510 shares 
that were issued in the purchase of the patents, patent rights, ma
chinery, and contracts for supplies. Couzens, later United States 
Senator from Michigan, was at that time a clerk in Malcomson's 
office. Gray was a manufacturing confectioner a.nd a friend of Mal-
comson. John F. Dodge and Horace E. Dodge, who later (in 1914) 
formed a corporation to manufacture and distribute automobiles 
under the name of Dodge, were the owners of a machine shop in 
Detroit and apparently did most of the early work of assembling 

« Seltzer, a Financial History of the American Automobile Industry, p. 88; Ford, My Life aud Work, p. 61. 
i» Ford, My Life aud Work, pp. 47-50; p.^3; pp, 64-57. 
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Ford automobiles. Woodall is said to have been Malcomson's book
keeper. Fry was a bookkeeper. Bennett was a,n employee of a 
company that made toy gims. Strelow was a carpenter. Rackliam ij iji 
and Anderson were la-wyers." . 

Facilities and arrangement for manufacturing.—It is said that the 
original plan of the Ford Motor Co. was to purchase from various 
manufacturers the engines, bodies, wheels, tires, and other parts and 
to assemble these hito the complete "machines," according to plans 
worked out by Henry Ford. The companj'- rented a carpenter shop 
on Mack Avenue, Detroit, where, probably, the oi-iginal $10,000 
worth of machiiierj'- was housed.'̂  Probably, however, this machinery 
was inadequate for carryhig on all the processes of manufacture and 
assembl}'-, as is evidenced by the fact that at the meeting of the board 
of directors on October 13, 1903, there was authorized a contract 
between the company and Dodge Brothers for "machines to be de
livered as follows": 5 per day in Januarj- 1904; 6 per day in February, 
March, and AprU, 1904; and 7 per day m May 1904—a total of 755 
"machines"—with the privilege of ordering 500 more by April 1, 
1904, to be delivered, 7 per day during June and July and 6 per da,y 
durmg August, the "price to be $265 each less spark coUs and plugs 
providing we furnish them." 

Early Ford models,—The design of automobUes that was manu
factured and offered by Ford Motor Co. during the first 15 months 
of its existence was designated as "model A". I t was a 2-cyliiider 
S horsepower "macMne" with a 72-iiich wheelbase and a fuel ca.pacity 
of 5 gallons. The regular style was the runabout, which was priced 
to retaU at $850 f, o. b. Detroit, This was designed so that a toiineau 
could be lifted onto and installed on the chassis, in wliich case the 
price was $950, These prices did not include lamps, horn, or wind
shield, for which the purchasers of these cars had to pay extra if they 
desired these accessories.'' The sales of these motor vehicles amounted 
to 1,708 units during the first 15 months. 

For the year October 1, 1904, to September 30, 1905, Ford Motor 
Co. offered tlu-ee models of passenger car. Model B was a 4-cylinder 
touring car priced to retail for $2,000. Model C was an improved, 
model A, priced to retaU at $900 as a runabout, or at $1,000 as a 
touring car.'' Model C was equipped with a 2-cyliiider motor. 
Apparently the year was started with these two models; but later in 
this year, model F was ofl'ered and was priced at $1,200 as a toiirmg 
car or $1,100 as a runabout. The company's minutes show that on 
November 15, 1904, the company had orders for 697 model C units 
and for 285 model B units. Apparently the 2-c3-linder model C 
units did not a.ppeal to the public. For, on May 16, 1905, the board 
of directors held a discussion "on the general conditions of the sales," 
in wliich a large number of letters from agents was submitted showing 
the conditions and the reasons for the "small demand of the 2-cylinder 
models," 

One source shows sales during 1905 amounting to 1,695 units.'^ 
This number may have pertained to the calendar year 1905; the 
company's minutes show 1,745 "machines shipped during fiscal year" 

11 Graves, Triumpb of An Idea, pp, 30-31, 
IS Ford, M y Life and Work, p, 52. 
13 Ford, M y Life and Work, p. 64, 
" Ibid., p. 67. 
i» U. S. Board of Tax .'Vppeals Reports, vol. 11, p. 1067. 
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1904-5, with a total sales value of $1,901,102.82 as compared with 
total doUar sales m 1903-4 of $1,162,815.87. 

For the year, October 1, 1905, to September 30, 1906, two models of 
automobile were offered by Ford Motor Co,; namely, a 4-cyhnder 
touring car priced to retail at $2,000; and a 2-cyhnder touring car to 
retail at $1,000,'° The sales dropped to 1,599 units. 

Change of policy and methods.—At. this point, apparently, Henry 
Ford decided to take active control and to enforce Ms own policies in 
the conduct of the business of Ford Motor Co. At the outset, he 
held only 25^ percent of the voting stock. He purchased another 
25K percent of the stock—probably that of Malcolmson. One com
mentator states that the wooden carpenter shop was" replaced by a. 
three-story plant,"' Apparently Ford organized a separate company 
for the purpose of constructing this plant. For the company's min
utes show that on April 29, 1907, Ford Motor Co. accepted a proposal 
submitted by Ford Manufacturing Co. for the purchase of the latter's 
real estate, buildings, leases, contracts for material, contract for sale 
of engines, machinery, tools, fixtures, business, and goodwUl for the 
sum of $450,000 and for the purchase of merchandise on hand at 
inventor}^, at prices paid by Ford Manufacturmg Co., which inventory 
amounted to $86,364.73. A condition of the purchase was that Ford 
Manufacturing Co. should go out of business and that no subsequent 
company should be formed in wMch stocldiolders of the Ford Motor 
Co. should become members for the purpose of manufacturing any 
part or parts of the products of Ford Motor Co. unless the stocldiolders^ 
should have decided that Ford Motor Co. should not manufacture 
the part or parts so proposed to be manufactured by a new company. 

One source states that during the year ended September 30, 1907, 
Ford Motor Co. offered only three varieties of runabout, priced tô  
retaU at from $600 to $750, and that the sales jumped to 8,423 units.'* 
The corporate minutes show two models; namely, m.odel N, which, 
equipped \ritli 2)^-hich tires and without lamps or horn, was hsted at 
$500, or equipped with 3-inch tires, but without lamps or horn, was 
listed at $650; and model K, listed at $2,800. Model K was equipped 
-with a 6-cylinder 50 horsepower motor. The sales for the 12 months, 
ended September 30, 1907, totaled $5,773,851 as compared with 
$1,491,626 during the 11 months of the preceding year 

Experience ^vith model K,—The offering of this 6-cylinder model of 
automobUe was the occasion of the first practice of "full-line forcing"" 
by Ford Motor Co., insofar as the records show. YVhile model N 
was equipped with 2}^-inch thes, i t was decided to discourage the use-
of 2K-hich tires by not guaranteeing them and by delaying orders 
through the process of giving preference to orders with 3-inch tires— 
customers to be informed on applying for 2}^-inch tires that, after-
greater experience, the company had decided that the 3-inch tire was 
the only satisfactory size, and to be urged to take the 3-hich thes at 
$50 extra. I t was also decided to establish no agencies or branch 
subagencies with any concern that did not take model K cars. Those-
concerns who were in position to talvc model K's were to be allotted 
10 model N's for every model K ordered to be taken during tlie life 
of the contract; and any agency then on the company's books was 
to be dropped unless i t could market model K. In order to make sure 

le Ford, My Life aud Work, p. 58, 
II Fonl, My Lite and Work, p. 58. 
1" Ibid., p. 5S. 
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ihat agents would accept deliveries of model K cars ordered, a deposit 
of $200 was requh-ed on each model K car for wMch an order was 
received, this deposit to be retained until such cars were taken by 
the agents. 

Although the corporate minutes show that model K was offered 
at the beginning of the year October 1, 1906, to September 30, 1907, 
one commentator '̂  avers that this model was offered durmg the ĵ ear 
1907-8, that the efl'ect of tMs and of the 1907 panic was a large drop 
in the sales, and that on the basis of this experience the Ford manage
ment decided against Mgh-priced cars for the future. So far as the 
drop in sales is concerned, the statement is corroborated by the report 
of sales during 1908 of 6,398 Ford cars as compared -^rith 8,423 in 
1907; also, the company's income statement shows a drop hi the 
amount of sales from $5,773,851 for the 12 months ended September 
30, 1907, to $4,701,298 for the like period ended September 30, 1908. 
This was a year of general business dejjression. 

Model T, the universal car,—Whatever the facts about model K, 
the manufacture and distribution of the 6-cylinder car as well as of 
the 2-cylinder car was discontinued; and during a period of IS years 
commencing in 1908, Ford Motor Co. manufactured and ofl'ered for 
sale only one basic model of passenger automobile, although this was j' }[ 
ofl'ered in several styles of body. This was model T. 

In model T, Ford realized Ms ideals and embodied his ideas with 
reference to a "universal car." One of these ideas was that of stand
ardization of the design of the veMcle and of the parts thereof and of 
the manufacture of these parts with such precision that any part 
could be replaced from stock wdth another part so exactly like it that 
the replacement part would fit exactly mto the mechanism, notwith
standing an3̂  changes that may have been made in the car design. 
The idea of interchangeable parts as applied to a specific model of 
machine was standard practice long before this in some industries, 
but it had not been fully apphed hi the automobUe industry; and the 
development of it in tlus hidustry, especially as applied to improve
ments in structural design, was apparently largely due to Ford. 

I t is said that in 1903, Ford said to John W, Anderson, "The way 
to make automobiles is to make one automobUe like another auto
mobUe, to make them all alike, to make them come tMough the fac
tory just alike—just like one pin is like another phi when it comes 
from a pin factory, or one match is like another match when i t comes 
from a match factory." '̂ ^ By such standardization and such preci
sion in manufacture it would he possible to manufacture the parts in 
quantity production in difl'erent factories, located in different com
munities, and yet have these parts fit together perfectty in the process 
of assembling them into completed automobiles. If, in the operation 
of such a motor vehicle, a part should fail, this part could be replaced 
by its exact duplicate from a conveniently located stock of repair 
parts. A part of the idea was to manufacture parts and completed 
automobiles in large quantities so as to reduce cost, reduce the price 
to the ultimate purchaser, and to stimulate demand. An important 
idea was tlia,t of lightness of the motor vehicle, brhiging about economy 
in operation b}̂  the owner. Analj-sis of a light but strong valve strip 
stem taken from a wrecked French racer in 1905 resulted in discovery 

i» U. 3. Board of Ta.\ Appeals Reports, vol. 11, p. 1095. 
i«' Ford, M y Life and Work, p. 59. 
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that the material contained vanadium. No steel maker in America 
at that time knew how to make vanadium steel and a man with such 
loiowledge was imported from England. The process was difficult, 
because it required a temperatiu-e of 3,000 degrees Fahrenheit whereas 
ordinary furnaces did not go beyond 2,700 degrees. A small steel com
pany made trials under a guaranty agahist loss and was successful. 
The result was steel with a tensile strength of 170,000 poiuids as com
pared with 60,000 to 70,000 pounds for ordinary steels."" With 
steel of such tensile strength, parts could be made lighter and yet be 
sturdier than parts made out of ordinary steel. Simplicity of design 
and accessibility of the engme, frame, axles, etc, were important for 
the purpose of minimizing repair costs when repairs should be neces
sary, Sturdiness of design resulting in durability, so as to assure a 
long useful life and to economize first cost, was an important part of 
the idea. Ford's policy and practice was to carry on research for 
the purpose of improving the structure of the product and the pro
cesses in fabricatmg it so as to increase the economy to the owner 
and to reduce the price. Price reductions. Ford stated, should be 
made because of the economies acMeved in manufacture, not because 
of public dissatisfaction with the product. 

Model T was a small, light-weight car, with a 100-inch wheel base 
and a 56-incli tread, equipped with a 20-horsepower, water-cooled 
motor with 4 cylmders of 3^-inch diameter and a 4-iiich piston stroke, 
all cast in one block. Originall}'-, it was equipped with a Holly 
carburetor, a vertical tube radiator, a 10-gallon gasoline tank, and 
two sets of brakes—one operated by a foot lever acting on the trans
mission, the other by hand lever acting on the rear axle. The prin
cipal distinguishing features were a planetary transmission, a rear 
axle of unusual design, a magneto built into the flywheel as an integral 
part of the motor, the use of vanadium steel, and relative lightness 
and power. Incorporation of the magneto as a part of the flywheel 
reduced the weight of the car. Vanadium steel was used in the car 
to make it stronger and lighter, increashig the ratio of the horsepower 
to the weight and making the car cheaper to operate. The car was 
simple of design, making it easy to operate and easy to maintain 
and repair. The parts were so precisely manufactured tliat a num
ber of cars could be disassembled, the parts mixed, and the same 
number of cars rebuilt from the parts. I t is said that this could 
not be done with any other car in the low-priced held as late as 1913," 

Speakhig of tMs car in 1928, the United States Board of Tax 
Appeals stated: 

Model T -was a utility car. I t was a good car. I t had a good reputation and 
a thoroughly accepted standing in 1913, I t -;\'as used by all classes of people. 
I t -tvas the cheapest car on the market and -was a gi-eater value for its price than 
any other car. Because of its low price it had a much larger field of demand 
than any other car. I t was within the purchasing po-sver of the greatest num
ber of people and they were rapidly availing themselves of i t . There was a 
greater demand for it than for the car of any other company.̂ ^ 

In order to manufacture model T cars with the maximum produc
tion economy'. Ford Motor Co. built a plant at Highland Park, 
Mich, (just outside of Detroit), designed and laid out specially for 
the production of this car. Construction of this plant was begun in 

" Ford, Mv Life and Work, p, 66, 
21 U, S, Board of Tax Appeals Eeport, vol. 11, pp, 1096, 1096. 
" Ibid., p. 1117. 
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1909; and the plant was completed, occupied, and placed in opera
tion near the end of 1910. A noteworthy feature of the construction 
of this plant was that i t was designed and laid out on what has come 
to be known as the "line production sj^stem." I n the plant previously 
used, as in other ordinary factories, machines, such as drill presses, 
milling machines, lathes, boring mills, planers, etc., were located in 
groups according to the type or class of operation; and the material 
in the process of manufacture was conveyed from group to group 
according to the sequence of operations. This resulted in a large 
amount of crisscrossing of the lines of progress a,nd a large amount 
of shop transportation. The Highland Park plant was designed to 
avoid this by having the niacMnes and the employees operating them 
placed in such sequence that the material would move in a prede
termined line of production without interruption or loss of time in 
transporting material from the place of one operation to the place of 
the next, TMs means a production line for each part that is to be 
processed within the factory. For example, in the connecting rod 
production line, a babbitthig operation occurred between two ma
chine tool operations; and a babbitting fm-nace was placed between 
the two machine tools, so that the part, after passing through the 
first of the two macliining operations, moved only a few feet to the 
place of the babbitthig operation, and, after the completion of tMs 
operation, moved only a few feet to the place of the next machining 
operation. While simUar methods of mechanical ha.ndling and 
economical operation were used before this in some other industries, 
such as the steel industry. Ford seems to have taken the lead in this 
matter in the manufacture of such complex mechanisms as auto
mobUes. I t reduced inventories, eliminated storage rooms and 
eliminated the transportation of materials from one department to 
another—materially lowering the cost of production. I t is said that 
Ford Motor Co, was the first company to use conveyors to bring ma
terial to workmen instead of having the -worlanen go after the ma
terial. This conveyor system was designed so as to keep the material 
3 feet oft' the floor at aU times. 

An important idea in the design and the subsequent improvements 
of the Highland Park plant, and of later plants, was the development 
of specialized macMnery designed to perform specific operations in 
the process of maldng the respective parts of this car. Each manu
facturing operation was studied, and special machinery was designed 
to perform the operation. Research was carried on for the purpose 
of improving machine design and of developing new machines so as 
to reduce the operations to the smallest possible unit. After such a 
macMne was developed, the operation was performed by unskilled 
labor which could be trained in a few days. New improvements and 
developments that reduced costs were installed every year. I n this 
manner production costs were lowered progressively. 

I t is said that in 1913, this plant-was equipped -with a large number 
of very expensive single-pm-pose machines and unique manufacturing 
contrivances and fixtures. Among these special machines were 
multiple drilling macMnes, which drilled simultaneously 45 holes in 
one cyhnder block from four directions in IK minutes. With these 
macMnes, i t was not necessary to take a casting out and turn i t 
bottom side up or around in order to continue the drilling process, 
as would be required if a standard general-purpose drill press were 
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used. The use of these machines secured accuracy in drilling, avoided 
loss of castings, minimized the thne of operation, and econoimzed floor 
space. TMs particular macMne as built could be used only on model 
T motors. Another specialized inachme was a imUmg macMiie that 
permitted the milling of 12 cylinder blocks in one operation. A 
special radiator assembly inachme inserted many tubes through a 
large number of punched sheets hi one stroke of a press. Special 
macMnes were used for painthig wheels, the entire wheel being im
mersed in the paint and being dried by spinning, the excess paint 
being tl^ro^vn off by centrifugal force. Bhss presses were used to 
press the forms of crank cases out of flat steel plates in one operation; 
these were' also used to form, in one operation, fender plates from 
rectangular pieces of steel. I t is said that these were the first steel 
crank cases to be used on motor cars; and by maldng the crank cases 
of sheet steel, the weight of the car was reduced and its efficiencj' was 
increased. 

Experiments were also carried on in a research department for the 
purpose of improving the steels used in maldng high-speed tools and 
in treating these high-speed tools so as to improve the quality of red-
hardness and increase the speed at which these tools could do their 
work of driUing, turning, boring, imlling, and planing metal parts.̂ ^ 

The United States Board of Tax Appeals stated, in 1928, with 
reference to this Highland Park factory: 

All machines were grouped more closely together in the Ford plant than in the 
ordinary factory. In many instances to accomplish this the beds of lathes and 
of milling machines were cut off. This close grouping economized operation. 

In every detail the factory was laid out on a large-production scale. I t had 
been tooled regardless of cost, having in mind only the greatest efficiency, and was 
laid out with the idea of taking ad-vantage of every possible economy and of 
producing the quantity desired at the lowest possible price. At that time no 
other company was able to tool in the same manner or manufacture as cheaply. 
The plant was recognized as the greatest advance in manufacturing methods in 
the country at that time, and was the best automobile producing layout in the 
United States." 

I t is said that in 1910, Ford Motor Co. was purchasing its bodies, 
wheels, and radiators from other manufacturers. In June 1912, plans 
were started for biuldings known as W and X, to be erected at High
land Park. Construction was started in May 1913, In preparation 
for this construction, railroad tracks were rearranged so as to provide 
shipping facilities for the proposed buildings. Each of these buildings 
was a 6-story structure, 840 feet long bj'̂  60 feet in width, and each 
having a floor space of 348,800 square feet. They were separated by 
a craneway that w-as 800 feet long, 40 feet wide, and that wa,s roofed 
with glass. TMs provided a light well throughout the length of the 
buildings. The craneway side of each builchng was left open without 
a wall. Heating plants and ah wa.shers were installed on the roofs 
and the heated or washed air was forced through the buildings by 
means of hollow columns, the buildings being thus ventilated and the 
temperature regulated. As air escaped from the open sides of the 
buildings, it automatically provided heat and ventilation for the 
craneway without extra expense. I t is said that in these respects, 
these biuldings were unique in factory construction. A railroad track 
entered the craneway, and projecting platforms were built at several 
places in each floor of these buildings in such manner that materials 

23 Ibid, pp. 1096 and 1098. 
" Ibid., p. 1099. 
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could be loaded or unloaded at any point on any floor in either build
ing b}'- mesins of a crane. The builchngs were designed so that ma
terial could be hoisted as near to the roof as possible and would 
progress downward from floor to floor during the manufacturing 
operation. Holes were cut through the floors, and parts that started 
in rough, at the top floor could pass hy gravity down through chutes, 
conveyors or tubes, emerging as finished articles on the ground floor. 

Assembly plants.—Another idea adopted, developed and put into 
practice by the Ford management was that of decentralization of 
manufacture, using specialized plants in the vicinity of Detroit as 
plants in which to manufacture parts, much of the assembhng of 
these parts into the completed automobiles taking place in branch 
assembly plants located in various parts of the Umted States. Time 
Avas reqiured for the purpose of giving full effect to tMs plan. Eventu
ally, assembty plants were put into operation in the following cities: 
Kansas City, Mo,, in October, 1910; Long Island, N. Y., in July 1911; 
Chicago and San Francisco in October 1913; Memphis, Los Angeles, 
and Denver in November 1913; Detroit and Portland (Oreg.) in 
January 1914; Seattle in February, 1914; .Cambridge (Mass.) and St. 
Louis in April 1914; Columbus in June 1914; Dallas and Houston m 
July 1914; Minneapolis in December 1914; Indianapohs and Pitts
burgh in February 1915; Atlanta in March 1915; Cinchmati in April 
1915; Cleveland in August 1915; Lomsvihe in October 1915; Buffalo 
•during November 1915; and Milwaukee, Washington, Oklahoma City, 
and Omaha at dates not specifled but not earher than 1915, 

Parts were manufactured in the factories hi the -vicinity of Detroit, 
or were purchased from factories located at other points, were shipped 
to these assembly points a,nd were there assembled into the completed 
automobiles. Several economies are claimed-f or tMs system of branch 
assembly plants. Transportation costs were economized by sMpping 
parts instead of completed automobiles to these assemblj'- plants be
cause the freight cars could be more heavity laden, the straight carloads 
of parts took lower class rates, and ordinary freight cars could be 
used instead of special cars. Loading and handling costs were mim-
mized; and diversion and reconsignment were made more practi
cable and available. Parts made by other manufacturers could be 
shipped directly to the assembly plants instead of to Detroit; thereby 
imniimzing the freight charges and handling costs. Another advan
tage was that stocks of parts coidd be accumulated at the various 
assembly plants, economizing storage space at the Detroit factories 
and permitting production of the parts in those portions of the year 
in wMch business was slow, thus eliimnating the sharp curves of 
production. The assembly plants also estabhshed immediate sources 
of supply in the regions in wMch they were located. Dealers were 
furnished with stocks of parts from these assembly plants; and in 
many cases were able to drive the cars from the assembly plants 
to their places of business instead of ha-ving them transported by rail. 

Also with the establishment of these branches, super-vision of dealers 
was taken over by branch managers. I t is said that very close siiper-
-vision was maintained over the dealer, the control extendhig even to 
the appearance of the dealers' salesrooms. Dealers were also re
qiured to carry adequate stocks of those parts that were most in 
demand, thus enabling prompt service and prompt repairs to the 

" Ibid, pp. 1104 to 1106. 
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Models in Pursuant to tMs policy of concentrating ou the 
production of one model of car, Ford Motor Co. offered this model 
in five styles of body during the fiscal year 1908-09; namely, a touring 
car retailing at $850, a town car at $1,000, a roadster at $825, a coupe 
at $950, and a landaulet at $950, these prices being f.o.b, Detroit, 
AU of these were merely style variations of model T. The sales during 
the first year of model T production amounted to 10,607 cars. 

Price policy and prices of model T cars.—As before stated, the policy 
of Ford Motor Co. was to manufacture a car of such design and in 
such maimer that i t could be offered to the public at a low price and 
also to reduce prices in hne with reduced costs as production economies 
were acMeved through improvement in the structure of the product 
and in processes of manufacture and thi-ough attained volume. 
Table 60 shows the prices, f.o.b. Detroit, of the model T runabout 
and the model T touring car as of various dates from October 1, 
1908, to Februai-j^ 11, 1926. 

TABLE 60.—Prices of model T runabouts and touring cars, by dates, Oct. 1, 1908, to 
Feb. 11, 1926^ 

Date 

Oct. 1, 
Oct. 1, 
Oct. 1, 
Oct. 1, 
Oct, 1, 
-•̂ .ug. 1, 
Aug. 1, 
Aug. 1, 
Aug, 1, 
Feb, 21 

1909... 
1910... 
1911... 
1912... 
1913_. 
1914.. 
1915.. 
1916.. 
, 1918.. 

Eun-
about 

$690 
626 
600 

m 
390 
345 
435 

Tour
ing 

,$850 
950 
780 
690 
600 
560 
490 
440 
360 
460 

Date 

Aug. 16, 1918. 
Mar. 4, 1920.. 
Sept. 22, 1920 
lune 7, 1921... 
Sept. 2, 1921.. 
Sept 16,1922. 
Oct, 17, 1922.. 
Oct, 2, 1923... 
Dec, 2, 1024... 
Feb, 11, 1926.. 

Run
about 

Tour
ing 

$500 $526 
550 575 
396 440 
370 416 
326 355 
319 348 
269 298 
266 295 
260 290 

• 290 310 

1 TJ. S, Board of Tax Appeals Reports, vol. 11, p. 1116, 

I t -wUl be observed from the foregoing table that the price of the 
touring car on October 1, 1908, was $850, and that it was increased to 
$950 on October 1, 1909, From that date there was a progressive 
reduction of the price of tMs car mitU it reached a low of $360 on 
August 1, 1916. During the period of rising wage rates and prices of 
materials in the latter part of the war period and the inunediate post
war period, the prices were increased from time to time to a max-imum 
of $575 on March 4, 1920. After that date, prices were.agam reduced 
progressively and reached a new low of $290 on December 2, 1924. 
There was an increase of $20 on Februai-y 11, 1926, Commenchig 
with a price of $590 on October 1, 1911, the prices of the runabout 
followed a course paralleling that of the prices of the touring car. A 
mimmum of $345 was reached on August 1, 1916, after which the prices 
were increased progressively to $550 on March 4, 1920, and again 
were progressivelj^ decreased thereafter to a new low of $260 on 
December 2, 1924. The price of the runabout was increased $30 on 
February 11, 1926, 

W'ith these progressively diminishing prices, the sales of model T 
cars increased by leaps and bounds. The aggregate sales durhig the 
calendar year 1908 am.ounted to 5,986 cars. The sales durhig the 
succeeding calendar years up to 1919 were as follows: 1909, 12,292 
cars; 1910, 19,293 cars; 1911, 40,402 cars; 1912. 78,611 cars; 1913, 
182,809 cars: 1914, 260,720 cars; 1915, 355,276 cars; 1916, 577,036 
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cars_; 1917, 802,771 cars; 1918, 402,908 cars; and 1919, 777,694 cars. 
During a considerable portion of 1918, the factories of Ford Motor 
Co, were eiigaged hi the manufacture of Liberty motors and submarine 
chasers, and the production and sale of automobUes were greatiy 
reduced, pursuant to the policy of the United States Government to 
limit the production of commodities that were not deemed neces
saries of life in order to concentrate as much of the productive resources 
as practicable iu the production of war materials and munitions. This 
explahis the reduction of the company's sales by approximately 
one-half in 1918 as compared with 1917,̂ ^ 

During the same period sales increased in invoice value from a little 
over $4,700,000 durmg the year ended September 30, 1908, to more 
than $24,656,000 in 1911, to nearly -$89,109,000 in 1913, to more than 
$206,867,000 during the year ended July 31, 1916, and to approximately 
$305,637,000 in the year ended July 31, 1919. _ 

Foreign business.—Very soon after its orgamzation, Ford Motor Co. 
took steps for the purpose of extending- its business into foreign 
countries. The corporate minutes of October 24, 1903, record autlior-
iza,tion to the secretary to sign a contract with Mr. R. M . Lockwood of 
New York to represent the company in all export business. At an 
early date, Canada Cycle & Motor Co. of Toronto became an "agent" 
of Ford Motor Co. in that territory. 

Apparently in June 1904 Ford Motor Co, received a proposition 
from certain parties in Walkerville, Ontario, for the estabUshment of 
a bra.nch factory at that point. This proposition was investigated 
and resulted in the formation of Ford Motor Co. of Canada, Ltd.. 
This company was organized with a capital stock of $150,000, of which 
51 percent, or $76,500, was to be issued to the stocldiolders of Ford 
Motor Co., and the remaining $73,500 was to be obtamed in sub
scriptions—presumably from the parties proposm^ the enterprise. 
The controllhig stock in the Ca.nada company was divided among the-
stockholders of Ford Motor Co. in proportion to their holdings of the 
stock of the latter com])any, under arrangements in wMch this stock 
as well as that of Ford Motor Co. was to be closely held. Apparent^ 
there was an arrangement between Ford Motor Co. and the Canadian 
company whereby the latter was permitted to seU its products only in. 
the Dominion of Canada and in the British colomes. 

In the years that followed, the Ford family evidently organized' 
manj^ conipanies whose business was auxUiai-y to that of Ford Motor 
Co., as is evidenced by the number and variety of corporations whose-
capital stocks were acquired from members of the Ford famUy by 
the newly formed Ford Motor Co., of Delaware, immediately after 
the reorganization that was consmnmated early in 1920. 

SECTION 2. REINCORPORATION OF FORD MOTOR Co. I N DELAWARE. 
IN 1919 

Causes leading up to reincorporation.—Early in 1919 Henry Ford and 
Edsel Ford, who held 58}̂  percent of the voting stock of Ford Motor 
Co,, the Michigan corporation, decided to purchase the shares of the 
mhiority stockholders and to transfer the incorporation of the business 
from Michigan to Delaware. TMs decision was caused in considerable-
part by the outcome of a suit against Ford Motor Co. and the domhiant. 

« Ibid., p, 1119, 

171233—30 42 



634 FEDERAL TRADE COMIMISSION 

directors and officers thereof that was instituted hy certam minority 
stockholders in 1916. In order to obtam a fuU appreciation of the 
reasons for tMs decision, it is useful to re-view the economic progress of 
the business of Ford Motor Co. and certain other events. 

Table 61, shows the net sales, the net income after provision for 
taxes, the amounts of cash dividends distributed to stocldiolders and 
the accumulation of earnings in the busmess of Ford Motor Co. by 
accounting periods from, the date of formation of the companj'- on June 
16, 1904, to the date of practical termination of its existence, April 
30, 1920. 

TABLE 61.—Net sales, net income after provision for luxes, cash dividends, surplus 
adjustment deductions and earnings reinvested in the business by Ford Motor Co., 
of Michigan, from date of organization to date of dissolution, by accounting 
periods, June 16, 1903-Apr. SO, 1920. 

Period 

15 months ended Sept. 30,1904. 
13 months ended Oct. 30, 1905. 
U months ended Sept. 30,1906. 
12 months ended Sept. 30,1907. 
12 months ended Sept. 30,1908. 
3 months ended Dec. 31.1908.. 
12 months ended Dec. 31, 1903. 
12 months ended Dec. 31,1910. 
12 months ended Dec. 31,1911. 
fl monthse'lded Sept. 30.1912.. 
12 months ended Sept. 30,1913. 
12 months ended Sept. 30,1914. 
10 months ended Ju ly 31, 1915. 
12 months ended Ju ly 31, 1910. 
12 months ended July 31. 1917. 
12 months ended July 31,1918. 
5 months ended Dec 31. 191R.. 
12 months ended Dec. 31,1919. 

4 mouths eudcd Apr . 30, 1920.. 

Total 

Ne t sales 

$1,162,816 
1,839. 236 
1.491,626 
5. 773, 851 
4, 701, 233 

366, ,100 
10, 584, 338 
16, 971, 274 
28. 013, 444 
33, 951, ,578 
89, W i , 886 

119,489,317 
121,130, 860 
208, 867, 327 
274, .575, 052 
ii0S,719,034 

62, 622,400 
468, 460, 989 
203, 300, 131 

1, 962,129, 862 309, 031, 413 

Net income 
after taxes 

$246,080 
285, 232 
102, 398 

1, 233, 772 
• 1, 179, 237 

15, 491 
3, 218, 377 
•1, 203, 857 
7, 579, 331 

U , 518,154 
25 046, 767 
30, 338, 455 
24. 641, 423 
69, 994, 958 
30, 364. 3.50 
52.834. 237 
16,850,738 
64. 301,427 
36, 047, 126 

Gash 
dividends 

$100,000 
200,000 

lo.'ooo" 
500, 000 
200.000 

1, 800,000 
2.000.000 
3, 00,6, 000 
4, 900 000 

11,200,000 
9, 200, 000 

14, 200,000 
6,-200. 000 
8, 200, 000 
8, 209,000 

300,000 
124, 17,5. 380 

6.000, 000 

Surplus 
adjust

ments (de
ductions) 

2 $4, 902 
26, ! 17 

123 
147, 007 
49, 841 
42, 570 
60, 955 
37, 8U 

! 16, 267 
332, 689 
673,955 
122, OSl 
977, 068 

2, 520, 3.50 
B9B, l i s 

n,045, 951 
6, 054, 288 
' 938, 361 

',300,386 10,784,327 

Earnings 
reinvested 

i n the busi
ness durin,£r 

period 

$146, OSO 
90,194 

127, 515 
1,223,649 

532, 230 
3 -234, 353 

1, 378, 037 
2,116,902 
4, 536, 493 
6, 661,421 

13,614.078 
20, 664. 500 
10, 319, 342 
52, 817, 892 
19, 644, 000 
43, 637, R'n 
16, 6"6, 689 
33,171,753 
31, 986, 487 

Accumu
lated 

surplus 

I $183,037 
273, 231 
400,746 

1, 621, 395 
2, 166. 625 

* 22, 272 
1, 398, 279 
3.544. 181 
8. OSO, 674 
14.745,095 
28, 259,173 
48,823,673 
59,143,015 
111, 9C0, 907 
131, 604, 907 
175, 242,728 
191,839,417 
275,011,170 
256, 99S, 6,57 

258, am, 700 

• Includes 836,957 as of commencement of business June 16, 1903, 
' Net addi t ion. 
3 Net deduction before a stock dividend of $1,900,000, 
^ After appropriation of $1,900,000 for purpose of a stock dividend, 
» Inc lud ing special dividend of $19,275,385.96 declared July 10, 1919, as of Dec. 6, 1917, pursuant to decrea 

of the Snpromo Court of Michigan in the case of Jotin F . Dodge et al. v. Ford Motor Company et at., payable 
w i t h interest at 5 percent per annum from Dec. 5, 1917, 

The data presented in the foregoing table were obtained from the 
books and records of Ford Motor Co. Some of the amounts shown 
in tMs table differ from shnilar amounts stated in the preceding sec
tion. These differences are due in part to differences in the periods to 
which the data pertain, some of the earher data pertaining to calendar 
years, whereas the data presented in the above table pertained to the 
official fiscal periods of Ford Motor Co., of Michigan. 

The foregoing table shows that during this period of a little loss 
than 17 years, Ford Motor Co. Mid net sales of motor vehicles, repair 
parts, and the like aggregating more than $1,962,000,000. During 
this .period, the net income of the company after making provision for 
taxes amounted, .according to the company's account, to a little more 
than $369,000,000. Sm-plus adjustments reduced this by a little more 
than $10,784,000; but a considerable portion of this bookkeeping 
reduction may have represented costs of rearranghig factor}'- equip-
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ment from time to time, as the factories were reconstructed and the 
production lines were relocated. Out of this net income, the com
pany distributed to its stockliolders in cash dividends more than 
$99,390,000 but retained in the business for the purpose of expanding 
production facilities and of providing a very substantial cash balance 
a total of nearly $259,000,000. July 31, 1916, was an important date 
in the history of tMs company. Up to that date, the aggregate 
profit of tMs company's business was more than $169,636,000, of 
which $53,550,000 had been distributed in dividends, nearly 
$113,861,000 had been retained in the busmess, and nearly 
$111,961,000 stood in the company's accounts as surplus. 

During this time Ford Motor Co. had purchased the plant and 
assets of Ford Manufacturing Co. in 1907, had purchased the plant 
of Jolm R. Keim MiUs, Inc., of Buffalo (wMch had been manufac
turing certain parts of the Ford cars) and moved it to Detroit, had 
constructed a 47-aci-e plant at HigMand Park (just outside of Detroit), 
and had constructed large additions to this plant, financhig all of these 
acquisitions and construction out of the retained profits of the com
pany. In 1916 plans had been made for further construction and 
expansion of the plant to be fina.nced m a similar manner. Not
withstanding large amounts that had been distributed to the stock
holders in cash dividends, certahi of the minority stockholders were 
dissatisfied with this practice of usmg so much of the profits for such 
expansions and reconstructions. In 1916 Horace E, and John. F. 
Dodge and other minoritj' stocldiolders brought suit in the Michigan 
courts to restrain the Ford management from executhig certain of its 
planned construction and to compel the compa,ny to distribute a 
considerable portion of its cash surplus in dividends. This suit was 
carried up to the Supreme Court of Michigan; and ea,rly in 1919 this 
court handed down a decree requh-ing Ford Motor Co. to distrib
ute out of its surplus as of August 1, 1916, a cash dividend of 
$19,275,385.96 as of December 5, 1917, together -with mierest thereon 
at the rate of 5 percent per annum from that date imtU the date of 
pajTOent of the dividend. The company complied with this decree 
by action taken on JiUy 10, 1919. 

A feature of this case was the fact that the corporation law of 
Michigan forbade the formation of a corporation with a capital 
in excess of $25,000,000; and it was .argued by the plaintiffs in the suit 
that the accumulation of so large a surplus as $111,960,907 on a 
capital stock of only $2,000,000 was a violation of this provision of 
the Michigan corporation law and was an inordinate amount of 
surplus to retain in the business. The Supreme Court of Michigan 
lield that the limitation of capital stock of corporations, stated in the 
act under which Ford Motor Co, was organized applied to the amount 
of capital that in the first instance might be emploĵ ed in the cor
porate enterprises and not to be the legislature's intent to limit the 
capital assets of corporations; but it held that the accumulation of so 
large a surplus in the face of protests from stockholders was inordinate 
and arbitrary. A part of the construction plan to which objection 
was made by the minority stockholders was the construction of a 
smelting plant and blast furnace and a plant for the production of 
iron and steel out of the raw ores, this being objected to on the ground 
that this was not an essential ])art ot the process of manufacturing 
automobiles and therefore that the corporation's charter did not give 
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! i t authority to construct such plant and carry on such ore-reducing-
\.\ processes, so that this proposed course of procedure was ultra vires. 
:!! The court held that the smelting of iron ore by a corporation engaged 
jij in the manufacture of automobiles, so that its castings might' bê  
[ \ made dhect from the ore rather than from pig iron, was not beyond 

the power of the corporation. 
•, : I t will be recalled that at the beginning of the operations of Ford 
' I: Motor Co., a considerable portion of the manufacture of its completed 

cars was carried on under contract by Dodge Bros, in their machine 
; shop. The construction by Ford Motor Co. of its own plant for the 

1: purpose of assembling cars and of manufacturhig manj'- of the parts 
, deprived Dodge Bros, of a portion of theh- business. I t appears, 

I' : nevertheless, that Dodge Bros, continued for a number of years to 
lil manufacture certain parts required by Ford Motor Co.; but aa the 

latter company gradually took over the manufacture of these parts 
in its own plants. Dodge Bros, were faced -with the prospect of com
plete loss of tMs portion of their business; and Dodge Bros, took steps 

i ' to conserve their busiuess by themselves entering upon the manu-
I I facture of automobUes. All contracts between Dodge Bros, and 

:: Ford Motor Co. ceased in 1914, when the former began manufacturing-
I: ; automobiles on their own account. Horace E. and John F. Dodge 
j i each owned 1,000 shares of Ford Motor Co. stock in 1914. I t will 
i ; be appreciated that the cash dividends received hy them on these, 
I i holdings furnished them -wdth considerable amounts of funds that were 

potentially available for use in the development and expansion of 
their automobile bushiess. However, their share of the cash surplus 
of Ford Motor Co. constituted additional capital funds potentially 
available for use in theh own business if they could procure, dis
tribution of those funds in dividends. 

One idea of Henry Ford was that a large bank balance was a source 
of strength, making the company mdependent of bankers and of the 
investment market when decision was made to expand the production 
facilities or to extend the area of operation, I5eing hampered by 
these objections a,nd actions of minority stockholders in the carrying 
out of their own pohcies and in the execution of the decisions of the 
management, the Fords decided to free themselves from such re
straints by purchasing the holdings of these minority stockholders. 

Method of operation.—The Fords engaged intermediaries for the 
purpose of negotiatmg -with the imnority stocldiolders. Apparently 
the Dodge Bros,, the Andersons, Rackliam, and the heirs of the estate 
of John S. Gra^ were ofl'ered $12,500 per share and gave options to 
the intermediaries at an option price of $125 per share. Inasmuch 
as these mhiority stockholders held an aggregate of 6,100 shares, 
these prospective purchases would require a very large amomit of 
cash funds. In order to provide these funds, Ford Motor Co. entered 
into an agreement with Chase Securities Corporation of New York 
City, Old Colony Trust Co. of Boston, and Messrs. Bond & Goodwin, 
of New York City, whereby the corporation was to procure a credit 
up to $75,000,000 and these security houses and underwriters were 
to underwrite the sale of $75,000,000 face amount of negotiable 
promissory notes of Ford Motor Co., of wMch $70,000,000 face amount 
was to be discounted and the funds were to be avaUable to Ford 
Motor Co. on July 16, 1919_, and the remainder was to be discounted 
and the proceeds made available to the company at such time after 
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• July 16, 1919, and before June 16, 1920, as Ford Motor Co. should 
request, upon 15 clays prior written notice to Chase Securities Cor
poration, wliich, apparently, was the syndicate manager. 

The $70,000,000 face amount of notes to be issued on July 16, 1919, 
was to be discounted at the rate of 5}i percent per annum; and all 
notes subsequently discounted were to be discounted at the market 
rate for commercial pa.per then current in New York. Ford Motor 
Co, agreed to redeem at least $10,000,000 face amount of these notes 
on October 16, 1919, and at least $2,500,000 face amount of notes 
•outstanding on the 16th day of each month following October 1919, 
until and including June 16, 1920, and to redeem the balance of all 
notes then oiitstandmg on July 16, 1920, Ford Motor Co. paid to 
this syndicate an underwriting fee of $750,000, or 1 percent of the 
face amount of the notes involved in the agreement. 

I t wdll be appreciated that there might have been some tecMiical 
legal difficulties if Ford Motor Co,, the Michigan corporation, had 
made the proposed purchases from these iMnority stocldiolders direct. 
As a veMcle through wMch to make these acquisitions, and looking 
forward to a transfer of the incorporation of the business, the Fords 
•caused the formation and incorporation under the laws of Delaware 
of a corporation originally styled Eastern Holding Co. Ford Ad otor 
Co., the Michigan corporation, advanced the funds with which to 
pa,}- the expenses of incorporation of this Delaware company. The 
funds with wMch to pay for the options on the holdings of the nunority 
stockholders were paid or advanced by the Michigan corporation, 
as also were the funds with which were made the final payments to 
the minority stockholders, to the underwriting syndicate, and as also 
were the funds with wMch payment was made to the intermediaries 
for comnussions and expenses. However, all of these payments 
were made for the account of the Dela,ware corporation and as 
advances of funds to it for these purposes. 

The holders of the 6,100 shares of capital stock of Ford Motor Co. 
accepted the offers during July 1919, after having obtained from the 
United States Commissioner of Internal Revenue a va.luation of this 
•stock as of March 1, 1913, of $9,489,34 per share. Immediately after 
receiving the acceptances from these minority stocldiolders, the Ford 
ina,nagement commenced steps lookhig to acquisition of -the shares 
held by James Couzens and his sister; and these arrangements were 
•completed by September 3, 1919, and were approved by the directors 
of the Delaware corporation on that date. 

These acquisitions accomited for all of the minority stock, amount-
hig to 8,300 shares. Inasmuch as decision had been made to transfer 
the incorporation of the Ford motor bushiess from INIichigan to Dela
ware, i t was also necessary that the 11,700 shares held by Henry Ford 
and Edsel Ford also be brought into the owmership of the Delaware 
corporation, the name of which wa.s changed in July 1919 to Ford 
Motor Co. The two Fords had formed a New York corporation 
named Henry Ford & Son, Inc,; and they transferred to this corjiora-
tion their holdings in. Ford Motor Co., the Michigan corporation. I t 
a,ppears also that this New York corporation had acquired certain 
real estate and had made certain plans for construction of another 
automonile factory; at tbe date at which it came into relationship 
wdth Ford Motor Co,, of Dclaw^are, it owmed certahi real estate repre
senting an investment of $205,000; and it had a capital stock with a 
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par value of $1,375,000, w'Mch was the sum of this investment in real 
estate and of the amount, $1,170,000, at wMch it carried in its accounts 
the 11,700 shares of capital stock of Ford Motor Co., the Michigan 
corporation.^^ 

Henry Ford held 13,450 shares and Edsel Ford held 300 shares of 
the capital stock of Henry Ford & Son, Inc, the New York corpora
tion. On July 16, 1919, the Delaware corporation accepted the offer 
of Henry and Edsel Ford to sell these shares to it in exchange for an 
equal par value of capital stock of the Delaware company. The 
Delaware corporation then purchased from its New York subsidiary 
the 11,700 shares of capital stock of Ford Motor Co., of Michigan, 
giving a noninterest dem.and note for $1,170,000. The capital stock 
of the New York corporation was theu reduced to $205,000, which was 
the amount of the investment in real estate. The Detaw âre corpora
tion then repurchased from the New York corporation its note for 
$1,170,000 and surrendered, in payment therefor, $1,170,000 par value 
of capital stock of the Ne\v York corporation. This left the Delaw-are 
corporation with $205,000 par value of the capital stock of the New 
York corporation, which was represented by the latter's real estate 
with that valuation. Thus indirectly the 11,700 sha.res of capital 
stock of Ford M^otor Co., of Michigan, were acquired by Ford Motor 
Co., of Delaware, at a cost of $1,170,000 paid in capital stock of the 
latter company. 

Cost of Ford Motor Co.'s shares acquired,—Table 62 sum.s up tlie 
costs to Ford Motor Co., of Delaw âre, of the 20,000 shares of capital 
stock of Ford A'lotor Co,, of Michigan, that were acquired in 1919. 

TABLE 62.—Cost to Ford Motor Co. of Delaware, of 20,000 shares of capiial stock 
of Ford Motor Co. of Michigan, acquired in 1919 

I . Cost of acquiring 8,300 shares f rom minority stockholders: 
A. Paid minori tv stockholders, including costs of options 

on 6,100 sliares .$76, 250, 000, 00 
B. Paid fees and commissions: 

1, E. T, Burger, commission on purcliase of stock 
f rom Dodge Bros 675, 000, 00 

2, Old Colony Trust Co,, commissions, fees, and 
expenses 565, 799, 04 

3, Bond & Goodwin for purchasing Liberty 
bonds for J. W, Anderson 5, 071, 07 

•4. Detroit Trust Co., depository fee 7, 500. 00 
C. Paid vendors of 2,200 shares 29, 570, 894, 57 
D . Other costs: 

1. Revenue stamps $16, 532, .87 
2. Traveling e.xî enses 773. 51 
3. Interest to Ford Motor Co., 

Michigan, on advances for 
options 3, 106, 71 

20, 413, 09 

Total 107, 094, 677, 77 
I I , Cost of Ford family holdings, paid in stock (11,700 shares). 1, 170, 000, 00 

Tot.al cost of 20,000 shares of stock of the Michigan 
corporation 108, 264, 677. 77 

The foregomg table shows that the vendors ot 6,100 shares of stock 
of Ford Motor Co, of Michigan, received $76,250,000 for theh hold
ings, or $12,500 jier share. Fees and commissions brought the total 

'5 The stated purpose of this company was to construct a power plant to furnish power to the plant at 
Green Island, and that construction was commenced in 1923. 
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cost of these shares to Ford Motor Co. of Michigan, up to $77,503,-
307.11, or an average of $12,705.47 per share. The vendors of 2,200 
shares received $29,570,894.57, or $13,441.32 per share. The total 
cost of all 8,300 shares of stock acquired from the m.inority stockholders 
including the revenue stamps, etc., as well as the amounts paid the 
vendors, was $107,094,677,77, I n contrast with tMs cost of the minor
i ty holdings of 8,300 shares, the 11,700 sliares acquhed from Henr}'' 
and Edsel B. Ford cost the Delaware corporation $1,170,000. The, 
cost of all 20,000 shares to the Delaware corporation w"as $108,264,-
677.77. 

Shortly after consummation of the acquisition of all of the capital 
stock of Ford Motor Co, of Miciiigan, Ford Motor Co, of Delaware, 
took over the assets of the Michigan corporation, assumed its liabili
ties, and surrendered this capital stock in fu l l payment for the net 
assets. Thereafter the business w-as carried on in the name of Ford 
Alotor Co., the Delaware corporation. 

Acquisition of other Ford companies.—In. the preceding section, the 
story was told of the formation of Ford Motor Co. of Canada, Ltd . , 
and the division of 51 percent of its stock among the stockholders of 
Ford Motor Co. of Michigan, pro rata according to their holdmgs of 
the latter company's stock. The story was also told of the purchase 
hi AprU 1907 of the .assets of Ford Manufacturmg Co. under the con
dition that that coinpany should go out of busmess and that no other 
company should be formed by the stocldiolders of Ford Motor Co. for 
the pm-pose of manufacturmg any parts of the Ford car unless decision 
was made by Ford Motor Co. not to manufacture those parts itself. 
Notwitlistandmg this prohibition, or possibly pursuant to i t , i t appears 
that the Fords organized many companies auxUiary to the business 
of Ford Motor Co. of Miclugan. At a special meeting of the board of 
directors of Ford Motor Co. of Delaware held on September 3, 1919, 
the company took action to purchase from certain holders the capital 
stock of Ford Motor Co. of England, Inc., Ltd, , at the book value 
thereof, wduch was represented to amount to $31,415.55 per share. 
A t a special meeting of directors on April 21, 1920, the Delaware 
corporation took action to purchase from Henry Ford and Edsel B. 
Ford and Mrs._ Clara J. Ford 27,360 shares, 20,640 shares, and 2,000 
shares, respectively, of capital stock of Henry Ford & Son, Inc., a 
Michigan corporation, these shares to be paid for by exchange of stock 
of the Delaware corporation, par for par. On the same date. Ford 
Motor Co. of Delaware accepted tbe offer of Hem-y Ford and Edsel 
B. Ford and of Mrs, Clara J, Ford of 332 shares, 250 shares, and_18 
shares, respectively, of the capital stock of Hamilton & RossvUle 
Hydraulic Co., an Ohio corporation, the consideration agam bemg 
capital stock of the Delaware corporation, par for par. The company 
also accepted the oft'er by Henry Ford and Edsel B. Ford and Mrs. 
Clara J. Ford of 552 shares, 417 shares, and 31 shares, respectively, of 
the capital stock of Dearborn Publishing Co., a Michigan corporation, 
the consideration again being an equal amount par value of capital 
stock of Ford Motor Co. of Delaware. A t the same meetmg, the 
Delaw-are company accepted the offer of Plenry Ford and Edsel B. 
Ford and of Mrs. Clara J. Ford of 276 shares, 208 shares, and 16 shares, 
respectively, of the capital stock of Ford Motor Co of Denmark, the 
consideration once more consisting of an equal amount par value of 
the stock of the Delaware corporation. 

I I 
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The directoi's also accepted the offer of Henry Ford and Edsel B. 

[ I I Ford and of Mrs. Clara J. Ford of 552 shares, 417 shares, and 31 shares, 
j , respectively, of the capital stock of Dearborn Realty & Construction 
il l | Co., a Michigan corporation, in exchange for an equal amount par 
j. I value of the Delaware company's capital stock. 
i'l I Finally, the directors also accepted the oft'er of Henrv Ford and 
! ] Edsel B, Ford and of Mrs. Clara J. Ford of 276,060 shares, 208,260 
11 shares, and 15,680 shares, respectively, of the captal stock of Henry 
j[j I Ford & Son, Ltd. (of Cork), the consideration again being an equal 

amount par value of capital stock of Ford Motor Co. of Delaware. 
The 500 shares of HamUton & RossviUe Hydraulic Co. stock, spoken 

of above, constituted only a part of the capital stock of that com
pany. On June 10, 1921, Ford Motor Co. accepted the oft'er of Henry 
Ford to sell to it additional stock wdth a par value of $599,050 at par, 
the proceeds bemg credited to Henry Ford's personal account on the 
books of the company. 

After consummating these acquisitions of the capital stocks of these 
conipanies, the Delaware corporation purchased the assets of Henry 
Ford & Son, Inc., of Michigan, and surrendered that company's 
-capital stock in payment therefor. 

I t appears that Henry Ford & Son, Inc., of Michigan, was the vehicle 
through which Henry Ford and Edsel B. Ford entered the field of the 
manufacture of farm tractors. This venture dated back to 1916. 
On February 2, 1916, Ford Motor Co., the Michigan corporation, took 
action to release and to quitclaim to Henry Ford and his assigns any 
rights or claims that the Michigan company had "to the so-caUed 
tractor business, including designs, patterns and experimental matter, 
and trade-mark, copyrights and patents on farm tractors, and to the 
use m any form of the name of 'Ford'm connection with the tractor 
busmess," the consideration being the payment by Henry Ford to 
Ford Motor Co. of the sum of $46,810.76. So that the acquisition of 
the assets of Henry Ford & Son, Inc., (Michigan) by Ford Motor 
Co. of Delaware constituted a merger of the business of manufac
turing Ford cars and of ma,nufacturing Fordson tractors. 

Financing retirement of loans.—The loans obtamed by Ford Motor 
Co., of Michigan, and assumed by Ford Motor Co., of Delaware, for 
the pm-pose of helping to pay for the stock acquired from minority 
stockholders, together with the industrial depression that set in in the 
middle of 1920, created what ajipeared to be an acute financial situa
tion at the end of 1920. On December 31, 1920, Ford Motor Co. had 
current liabilities outstanding as follows: 
Accrued salaries and wages $1, 135, 605 
Accrued expenses 1, 572, 811 
Accounts payable 20, 408, 233 
Notes payable 41, G70, 866 

Total 64, 787, 515 

The notes payable included that portion of the $70,000,000 face 
amount of short-term notes placed through the banldng syndicate in 
1919 that had not yet been paid but would aU become payable by 
April 18, 1921. In addition to these liabilities as of the end of 1920, 
Ford Motor Co. had the prospective of income-tax payments on or 
before AprU 18, 1921, aggregatmg $18,000,000. Furthermore, the 
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company deshed to pay to its employees the bonuses on the basis of 
theh work during 1920 aggregating about $7,000,000. 

As against these current and jirospective liabilities. Ford Motor Co. 
had current assets at the end of 1920 as follows: 
Ca.sh $13, 557, 244 
Due from stockholders 6, 311, 028 
Accounts and notes receivable 22, 547, 071 
Bonds 13, 857, 885 

Total liquid assets 66, 273, 228 
Due from subsidiaries 2, 659, 996 
Merehandi.se and supplies SS, 604, 429 

Total assets 147, 537, 653 

Includmg the amounts due from subsidiaries and the investment in 
merchandise and supplies on hand. Ford Motor Co. had, apparently, 
more than suflicient current assets wdth which to meet these obliga
tions. However, subsidiaries could not pay unless they had the cash; 
and obligations could not be met by delivering merchandise and 
supplies to the creditors. So that the financial situation of Ford. 
Motor Co, appeared to be very serious, 

Hoŵ  had this situation arisen? Due to the high materials and 
labor costs tbat had arisen during the war and the immediate post
war period, the prices of the Ford cars had been increased: the price of 
the touring car had been increased from $360 in 1916 to $575 in-1919, 
Soon after the industrial depression set in in the middle of 1920, the 
sales of Ford cars began to decline. Ford Motor Co. had on ha,nd 
large stocks of materials and parts that had been purchased at the 
Mgh prices prevailing during the post-w âr period; and. Ford stated, 
he was not able to get the sources of supply to make more than 
nominal reductions in price. In September 1920 Ford Motor Co. 
had an inventory of supplies that had cost about $105,000,000. The 
company reduced the valuation of this inventory on the basis of price 
reductions that had occurred, to $88,000,000; a,nd the company 
reduced the retaU price of the tourhig car, f. o, b. Detroit, from $575 
to $440. This price reduction stimulated sales for a while; but -with 
the intensification of the industrial depression, sales again declined. 
However, production was continued practically unabated at the 
Detroit factories until late in December 1920—production exceeding 
sales to such an extent that at the time of the December shut-down 
for inventory, the company had on baud a stock of about 93,000 unsold 
cars. 

Ford stated that the continuation of production at full capacity 
during the autumn of 1920 was a step in preparation for brmging 
pressure to bear upon the sources of supply to make substantial 
reductions in their prices. Purchasing from these sources was cut to 
the minimum during this period; and the materials on hand were 
converted into finished, parts, and the finished parts were either 
assembled into completed automobiles in the Detroit factories or ŵ ere 
shipped to the numerous assembly plants. Late in December the 
Detroit plants w-ere closed, ostensibly for the purpose of tal̂ diig in
ventory; the real purpose, according to Ford, was that of putting 
pressure upon the sources of supply of materials and parts. The 
plants did not reopen on January 2, 1921. When asked how soon the 
plants -would reopen the Ford management stated that they were 
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closed for an indefinite period. Actually, they resumed operation on 
January 23, 1921. 

Rumors had been current that Ford Motor Co, was experiencing 
financial difiiculties. The faUure of the company to resume operation 
of the Detroit plants at the beginning of 1921 seemed to substantiate 
these rumors. Early in January, according to press stories of an 
inter-view with Henry Ford, the representative of a group of bankers 
visited Ford, with a view to making au offer of financial assistance 
and outlining the terms thereof. I t appears, however, that these 
bankers wished to have appointed as treasurer of the coinpany a man 
who would be suitable to them, so that they could have an influence 
i n determining the company's expenditures. This was' not acceptable 
to Ford, wdio stated that he had aheady matured definite plans for 
financing the situation. 

How clid Ford Motor Co. meet the requirements of obliga,tions 
amomithig to about $58,000,000 in .addition to the requirements of 
•cash working capital with which to buy new stocks of materials 
a,nd parts and to meet pay rolls during the period January 1 to AprU 
18, 1921? Accordmg to a press statement of an interview wdth 
Henry Ford, these funds were provided in the following manner: 
Sale of hbertv bonds J S7, 900, 000 
"Sale of byproducts 3, 700, 000 
Collections from agents at foreign ports 3, 000, 000 
"'Release of stock in transit" 28, 000, 000 
Turning .stock into cash 24, 700, 000 

Total increase in cash funds 67, 300; 000 

The increase of the cash funds in tMs manner, coupled wdth about 
$19,868,000 of cash on ha.nd and amounts due from the stockholders 
(Henry Ford, Edsel B. Ford, and Clara J. Ford) at the beginmng of 
the year furnished Ford Motor Co. wdth sufficient cash to meet its 
maturing obligations, 

Increasmg the cash funds to the extent of $28,000,000 by "release 
of stock in transit" was an interesting item. Ford stated that, during 
the post-war boom., the transportation situation was such that the 
movement of materials from sources of supply through the factoi-y 
and out to the dealers consumed about 22 days. With the decline in 
the total volume of traffic as the hidustri-al depression intensified, this 
movement was speeded up. Also, the Ford management arranged 
to have incomhig supplies routed over the lines of the controlled 
Detroit, Toledo & fronton Railroad from the junction points of that 
compa,ny's Imes with the various trunk raUroads, thereby expediting 
the movement to the factories; and outgoing parts and cars consigned 
to dealers w êre routed in traiiiloads over the lines of this railroad, to 
those junction points, thereby expediting the movement of these 
products to dealers. I n tMs manner, accordmg to Ford, the average 
time of transit of purchased supplies and parts tM-ough the factory 
and out to the dealers was reduced from 22 to 14 days. So expediting 
the movement of supplies and products, together with a policy of more 
nearly hand-to-mouth purchasing, enabled Ford Motor Company to 
reduce its average inventories in stock from $88,000,000 for a pro
duction of 93,000 cars per month to about $60,000,000 for a produc
tion of 114,210 cars per month—thereby freeing $28,000,000 of 
investment m stock. 



REPORT ON MOTOR VEHICLE INDUSTRY 643 

The most spectacular phase of tMs financmg, however, was the 
method by w-hich Ford Motor Co. turned its stock of 93,000 fin
ished cars into cash. A press account reported Ford as statmg 
that in the company's contracts wdth its dealers, they agreed to take 
a certain cpiota each year, each according to his district; that the 
company shipped to each dealer enough cars to take care of approxi
mately 25 days' sales, thus seUing nearly 60,000 cars d-uring January 
1921, or about 31/2 cars per dealer. These cars, and the cars that 
were shipped to dealers durhig the later months of tMs period, were 
sMpped sight draft attached to the bUls of lading. Newspaper 
accounts were to the eft'ect that these shipments were greatly in excess 
of the dealers' reqmrements at the thne. The effect was to put upon 
about 17,000 Ford dealers tMoughout the United States the bm-den 
of cash financing of these sMpmeiits; that is. Ford Motor Co. 
caused its dealers to assist to this extent in financmg it out of the 
difficult situation m wMch it found itself m the early part of 1921. 

SECTION 3, OPERATIONS OF FORD MOTOR Co. OF DELAWARE 

Introdaiction.—After the completion, in AprU 1920, of the process of 
reincorjioration in Delaware, the busmess of manufacturing and 
selhng motor veMcles that had been carried on during a period of 
nearly 17 years in the name of the Miclugan corporation was carried 
on thenceforth hi the name of Ford Motor Co,, the Dela-ware corpora
tion. The Delaware company also continued the business of manu
facturing and selhng Fordson tractors that had been carried on pre
viously under the namj.e of Henry Ford & Son, Inc., of Michigan. 
. Acquisitio-n of the Lincoln motor business.—It is convenient at tliis 
juncture to contmue the story of the econoimc progress of the Ford 
venture under the name of Ford Motor Co., the Delaware corporation, 
by presenting data similar to those presented in table 61 hi the pre
vious section for the Michigan corporation. Before doing so, how
ever, it is desirable to take note of the acqmsition of the business of 
manufacturing and selling the high-priced Lincoln automobile. TMs 
bushiess was acquired in the early part of 1922. 

There have been tMee successive companies named Lincoln Motor 
Co. The original company was organized on August 29, 1917, by 
H. M . Leland and associates for the purpose of manufacturing Liberty 
motors for the United States Government durmg the World 'War; and 
it_ was incorporated in MicMgan. At the conclusion of the war, 
Lincoln Motor Co, had the proljlem of finding a means of contiiiumg 
its business. On January 19, 1920, tMs business was reincorporated 
in Delaware, The first Lincoln cars were produced in 1920; and all 
of the funds obtained by selling stock had been put into macMnery, 
tools, and dies. Durmg the depression that set m in the middle of 
1920 and continued tM'oiigh 1921, the dealers canceled their purchase 
orders with tMs company, its bushiess collapsed, and it could not pay 
its creditors, 

Detroit Trust Co, ŵ as appomted receiver for Lmcoln Motor Co, on 
November 8, 1921; and it contmued operatmg the property imtU 
February 4, 1922, On that date aU of the property and assets of 
Lincoln Motor Co. were sold to Ha,rold H, Emmons, attorney and 
agent for Ford Motor Co., for $8,000̂ 000 in cash, subject to land 
contracts payable amoimtmg to $237,280 and to certa,hi accounts 
payable for materials and impaid pay rolls. The receiver paid all 
taxes, mortgage bonds and expenses of the receiversMp. 
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I n addition to paying $8,000,000 in cash for the property and assets 
of tMs business, Henry Ford arranged for the payment in fu l l of all 
proper creditors' claims. The receiver paid 47}^ percent of the 
creditors' claims; and the new Lincoln Motor Co. (Michigan) paid the 
remainder. These paym.ents included reimbursement to H . M . Leland 
and certain associates for their liability as endorsers of notes of the 
old Lmcoln Motor Co. 

Lincoln Motor Co., a MicMgan corporation, was organized in 1922, 
to acquire from the receiver the assets of the old Lincoln Motor Co, of 
Delaware. Ford Motor Co. advanced the $8,000,000 with wdiich to 
purchase the property and assets at the receiver's sale; and i t also 
made additional payments to the creditors and stockholders amount
ing to $3,655,699.21, as arranged by Henry Ford. The total of 
$11,655,699.21, was charged on the books of Ford Motor Co, to an 
open account with Lincoln Motor Co, of MicMgan. The latter 
issued its common stock in the amount of $11,291,700 in part pay-

! / j ment of this account. 
Henry M . and Wilfred C. Leland, founders of the original Lincoln 

Motor enterprise, were assigned important positions in the executive 
organization of the new Lincoln Motor Co. Shortly thereafter they 
were ousted from these positions, following wMch Wilfred C. Leland, 
w'ho apparently had imderstood Ms position to be permanent, and 
about 2,000 stockholders of the old Lincoln Motor Co. filed a bUl in 
eqmty asking that the Fords be required to fidfi l l certain of the terms 
of an alleged oral agreement entered into prior to the receiver's sale. 
Leland alleged that on November 21, 1921, 2 weeks after the receiver
sMp and more than 2 months before the receiver's sale of the assets 
took place, he had contacted the Fords and had made a satisfactory-
agreement -with them whereby, in consideration for receiving the busi
ness as a going concern -with the manufacturing and sales personnel 
intact and retention by the Lelands of important positions in the 
business after the sale, and in further consideration of the Lelands' 
refraining from interesting other capital hi the sale of the assets of 
the busmess at the impending receiver's sale, the Fords agreed to 

I; purchase the property at the receiver's sale, paying a price reasonable 
iji and fair, to pay all the creditors, and to refund to holders of a certahi 
j ; ! ; class of stock the amount invested by them ($1,500,000), and to pay 

I ij. • the holders of the remaining class of stock, except such stock as might 
;i ji be in the hands of brokers and held by other persons who had bought 
! i' the same at $3 or less per share, the ful l amount of their investment 

in the stock; that the contracting parties communicated information 
'lii; as to this arrangement to the Federal judge in whose court the sale 
ij II was to be ordered, that no further efforts were made to interest other 
ii; capital, and that the sale was held pursuant to the arrangement, the 
.|,; Fords purchasing the tangible assets for $8,000,000, 
| i I n a motion to dismiss, the Fords maintained that the oral argu-
|i i ment was invalid and unenforceable because against public policy in 

; that i t was m_ade for the Lelands especially and only a part of the 
ijj: stockholders and excluded other stockholders from its benefits; that 
|-| i t was witMn the statute of frauds in that the defendants' promise, i f 
M made, was one to answ-er for the debt, default, or misdoings of another; 
j , ; , and that i t ŵ as a contract to stifie bidding at a judicial sale, 
I i: The Supreme Court of MicMgan held that the contract was not 
' ! -within the statute of frauds since the alleged promise by the Fords 
I • to pay the stockholders -was a direct promise and not conditioned upon 

H' 
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the promise of another j that the contract apparently was not void on 
the grounds that it stifled competition for in instances where large 
sums were necessary to purchase assets at a receiver's sale, it is often 
necessary that prelinunary negotiations be entered mto in order that 
the large sums of money be raised. The court found, how-ever, that 
since the Lelands had publicly announced that they were representhig 
the interests of the stockholders and had apparently represented the 
interests of a part only, that the oral contract was void, unless an 
amended bill would show facts not brought out in the original bUl. 
The court also stated that an agreement by the director of a corpora
tion to keep another person permanently in place as officer of such 
corpoi-ation is void as against pubhc policy even though there was not 
to be any direct gain by the promissor. An amended bill failed to 
cure the defects; and the contract was recognized as one void and 
unenforceable because agahist pubhc pohcy and because i t constituted 
a fraud upon the rights of tMrd parties; and the parties were left by 
the court as i t fomid them, neither party ha-ving the right to receive 
affirmative action from a court of eqmty. 

LincoM Motor Co. has been maintained as a separate corporation 
to own and operate the plant in the production of Lincoln automobiles 
and, in more recent years, of LincoM-Zephyr automobUes. Lincoln 
Motor Co. has no distributive organization of its own. AU of its 
product is sold to Ford Motor Co.; and the latter company effects 
the sales of the Lincoln products to its dealers; so that the sales of 
Lincoln and Lincoln-Zephyr cars are included in the total sales of 
Ford Motor Co. 

Summary of sales, profits, dividends, and expansion of the business of 
Ford Motor Co., 1920-37.—Tahle 63, conthiues the story of the 
econoimc progress of the business carried on in the name of Ford 
Motor Co., presenting data for the period May I , 1920, to December 
31, 1937, inclusive. 

TABLE. 63.—(Sw7«marj/ of sales, net income after taxes, cash dividends, surplus ad
justments, earnings retained in ihe business and surplus accu?nulation of Ford 
Motor Co., of Delaware, by years 1920 to 1937, inclusive 

Year ended Dec, 31 

1920' 
1921 __ 
1922 _ 
1923 
1924 
1925 
1926 
1927 
192S 
1929 
1930 
1931 . 
1932 
1933 
1934 
1936 . ._ 
J93G 
1937 

Tota l 
Tota l since 1903 

Net sales 
(thnijsiinds) 

516, 
040, 
929, 
913, 
965, 
811, 
355, 
551, 

., 143, 
873, 
462, 
258, 
301, 
632, 
835, 
764, 
847, 

12, 217, 723 
14,179,854 

Net i n -
income 

after 
taxes 

66, 
120, 
99, 
109, 
114, 
68, 
3 33, 
'73, 
•88, 
65, 
'43, 
3 72, 
s 2, 
11, 
15, 
17, 
6, 

147, Ul 
463, 963 
192, 643 
971, 410 
039, 109 
451, 720 
974,165 
,136, 791 
,953, 168 
414, 891 
607, 220 
387, 153 
,426, 012 
111,501 
049, 748 
770,880 
930,948 
00, 967 

589, 856,140 
958, 790, 543 

Cash 
d i v i 

dends 

$9,081,518 

l6,"ii5,"4fl9 

163, 149, 620 
202, 539,906 

Surplus adjustments 

A d d i -
tious 

$131,365,907 

16, 849, 288 
1,112,543 
31, 489, 047 
6, 537, 007 
2, 997, 737 

6,087, 625 

1,522 
582, 205 

3,1,39,. 

86, 991, 706 
89,022,424 

Deduc
tions 

3,890,841 

489, 081 
24,955,401 

1, 604, 524 

Earnings 
retained 

in the 
business 

481,315 

9, 509,143 

','BS9,S51 
66,913, 

102,484: 
97, 136, 
93, 874, 
73, 095, 
72,-876, 

2 42,382, 
!. 48,5H, 
87, 909, 
61, 699, 

' 63,623, 
i ! 60,337, 

2 6, 045, 
3, 282, 
6, 339, 
2, 860, 
5, 239, 

162, 362, SIS 
175,177, S03 

361, 235, 568 
610, 095, 268 

Surplus 
balanoe 

S167, 
234, 
336, 
433, 
527, 
600, 
673, 
631, 
582, 
670, 
722, 
008, 
602, 
596, 
599, 
606, 
602, 
608, 

145, 611 
058, 842 
543, 038 
079, 482 
6,54,085 
049,129 
524. 202 
14i; 259 
629, 603 
538, ,386 
238, 043 
614,116 
276, 729 
231, 013 
513, 258 
852, 993 
992, 873 
232, 225 

' 8 months. M a y 1 to Dec. 31. 
' Ne t impairment of surplus. 
' Loss. 
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Wlule table 63, above,_ presents data for the period May 1, 1920, 
to December 31, 1927, simUar to the data presented in table 61 in 
the precedhig section for the period June 16, 1903, to AprU 30, 1920, 
i t should be borne in mind that it is not a true continuation of the 
preceding table, inasmuch as the present table reflects the operations in 
the manufacture and sale of Fordson tractors from May 1, 1920, to 
the date on which the tractor business was discontmued, whereas 
the preceding table did not reflect the tractor business of Henry 
Ford & Son, Inc., of Michigan. 

As compared -with net sales amounting to $1,962,000,000 durhig 
the first 17 years of the Ford enterprise carried on in the name of 
the Michigan corporation, the sales of Ford Motor Co., of Delaware, 
during the 17% years from May 1, 1920, to .December 31, 1937, 
amounted to $12,217,723,000." The net mcome after taxes, as 
counted by the company, aggregated nearly $590,000,000 during tins 
period. Of this total, a little more than $163,000,000 was distributed 
in cash dividends to the company's stockholders, the Ford famUy; 
and more than $351,000,000 was retained in the business of the 
company and used either in inamtaimng a large balance of cash and 
of hivestment securities (mostly Government bonds) or in expanding 
the production and assembly facilities of the coinpany. 

I t -wUl be recalled that the surplus of the old Ford Motor Co. on 
April 30, 1920, amounted to nearly $257,000,000. The above table 
shows that on December 31, 1920, the surplus of Ford Motor Co., of 
Delaware, stood on its books at $167,145,611; that the surplus had 
been impaired to the extent of slightly more than $89,851,000. TMs 
impahment reflected the very large premiums at wMch the stock 
previously held by the minority stockholders of ths Michigan corpo
ration was acquhed. I t was showm in the preceding section that 
8,300 shares of tMs stock, -with.an aggregate par value of $830,000, 
were acquired at a total cost of $107,094,677.77, i . e,, at a premium 
of more than $106,000,000. This premium is reflected in the $121,-
365,907 shown in the foregoing table as ha-vdng been deducted from 
sm-plus in 1920. 

The foregoing table also presents a partial summary of the opera
tions of the Ford enterprise during approximately 34K years of its 
operations from June 16, 1903, to December 31, 1937. During.that 
entire period, the net sales of the products of tliis enterprise a,ggregated 
more than $14,000,000,000; the net income after provision for taxes 
aggregated nearly $959,000,000; and, of this, more than $262,500,000 
was distributed to the stockholders in cash di-vidends and slightly 
more than $610,000,000 ŵ as retained in the business for the purpose 
of expanding the production and assembly facUities and of building 
up large balances of cash and investment securities with wMch to 
keep the Ford enterprise mdependent of banks and the investment-
securities market. 

From the viewpoint of aggregate profits, the most profitable period 
in the conduct of this enterprise was the period 1920-26. The 
greatest amount of net income after provision for taxes was realized 
in 1922, an amount exceeding $120,000,000 in 1 year. The profits 

a'Tbe amounts shown in tbis table somewhat overstate the net sales of producls, inr.siriuch ns they 
mdudc a certain amount of rentol income and of interest on bank loans, 'whicb Ford Motor Co., in its ac-
cciuuting, credited to sale-s. This fact produces certain discrepancies between the jfimouu's shown as uct 
s&les and net income in the present table and the corresponding amounts shown in certain (ables subse
quently presented. 
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dropped more than $20,000,000 in 1923, but mcreased to a neŵ  but 
low-er maximum of nearly $114,452,000 in 1925, wMcli was also a 
year of maximum net sales. .In 1926, however, the sales dropped more 
than $154,000,000, and the net hicome dropped to an amount slightly 
less than $69,000,000. 

I t was at this point that the Ford management made a very im
portant decision and change of policy with reference to the kind of 
passenger car that i t should offer to the public thereafter. I t may be 
that the desire of the automobile-purchasing public was shifting away 
from the low-priced uti l i ty automobile expressed in model T to auto
mobiles that embodied more comfort a,iid more pleasing appearance. 
I t is also said that there had been brought out in 1925 in England the 
Morris car, which was much more economical in the consumption of 
gasoline than w-as model T, and that Henry Ford was informed that 
Ford Motor Co. was faced wdth the loss of the major portion of its 
foreign business in consequence thereof. 'Whatever the reasons, the 
Ford mana,gement; after there came oft' the assembty line in 1927 the 
fifteen-m^Uliontli Ford car, decided to discontinue the manufacture 
and distribution of model T and to change to the policy of manufac
turing a low-priced automobUe that should combine comfort, style, 
and the standard gearsMft, with utUitj^ The result was the new 
model A. 

The structure of model A -was very different from that of model T. 
I n consequence, much of the plant that had been designed, laid out, 
and erected for the purpose of manufacturmg the motors and other 
parts of model T was not adapted to carr3dng on the specific processes 
involved m the manufacture of the parts of model A; and the plant 
had to be reconstructed in considerable part. I t ŵ 'as also decided to 
transfer the pLant from Highland Park to River Rouge. There had 
been many previous partial reconstructions of the Ford plant, but 
these had not involved complete cessation of production, inasmuch as, 
preparatorjr to reconstruction of a section, a large stock of the parts 
involved was accumulated so that assembly of completed cars could 
go on in undimimshed volume during such partial reconstruction. 

The reconstruction in 1927 was wdiolesale, however; the plant was 
shut down in the spring of 1927, except for the manufacture of model 
T parts, and the new plant did not commence operations until the 
following autunm. I t is said that approxhnately 40,000 machmes in 
the old plant were scrapped and were replaced in the new plant wdth 
machinery of more modern design and adapted to the manufacture 
of the parts of model A; also that the entire power pla.nt at Highland 
Pai'k wa,s abandoned and was replaced at River Rouge wdth turbo
generators developing 250,000 horsepow^er, or more than twice the 
amount previously used.̂ ^ I t is also said that the reconstruction of 
this plant cost the Ford Motor Co, approximately $100,000,000. 

The first model A car came off' the assembly line on October 20, 
1927, and the new cars -were put on display on December 2, The long 
shut-down and the time required to progress the manufacture of the 
various parts up to the point that completed cars were coming ofl' the 
assembly line hi considerable volume account in large part for the 
very greatly reduced volume of sales during 1927, wdiich amounted to 
$355,222,000, as compared wdth nearly $811,500,000 during the pre
ceding year. As compared with a net income of more than $68,974,000 

»> Ealph i t . Graves, The Triumph of an Idea, pp, 98 and 99. 
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in 1926 and of nearly $114,452,000 in 1925, the operations cf Ford 
Motor Co, showed a loss of nearly $33,137,000 in 1927 and of more 
than $73,958,000 in 1928. 

Ford motor sales rose to a new and all-time maximum of $1,143,-
828,000 in 1929; and in that year, the company netted a profi.t, after 
making provision for taxes, amounting to more than $88,400,000. 

Thereafter the business and profits of Ford Motor Co, were seriously 
aft'ected by the industrial depression. During the relatively mild de
pression in 1930, the sales fell below $874,000,000, and the net income 
dropped to approximately $55,600,000. As the depression intensified 
in 1931, the sales dropped below $463,000,000, and with this greatly 
reduced volume of business, the company netted a loss, after provision 
for taxes, of nearW $43,400,000, With the greater intensity of de
pression in 1932, tiie sales dropped below $259,000,000, or less than 
one-fourth of their amount in 1929, and the company netted a loss 
of more than $74,400,000, 

As before stated, the amounts shown as net sales in the foregoing, 
table include interest on bank balances and rental income. The de
cline of the company's business during the first 3 depression years is 
indicated by the followdng statement of the number of veMcles sold, 
the receipts from their sales, and the profit or loss contained therein: 

Unlt5 sold Sales Proat 

Yê ar: 
1929 . - - 1, 687,251 

1, 266, 600 
616,702 
329,819 

$830,28S, 000 
624,466, 000 
299,496, 000 
159,771,000 

$48,988,000 
15,372,000 

1-31,292,000 
1 -46,039,000 

1930. -
1, 687,251 
1, 266, 600 

616,702 
329,819 

$830,28S, 000 
624,466, 000 
299,496, 000 
159,771,000 

$48,988,000 
15,372,000 

1-31,292,000 
1 -46,039,000 

1931. --

1, 687,251 
1, 266, 600 

616,702 
329,819 

$830,28S, 000 
624,466, 000 
299,496, 000 
159,771,000 

$48,988,000 
15,372,000 

1-31,292,000 
1 -46,039,000 1932 

1, 687,251 
1, 266, 600 

616,702 
329,819 

$830,28S, 000 
624,466, 000 
299,496, 000 
159,771,000 

$48,988,000 
15,372,000 

1-31,292,000 
1 -46,039,000 

1, 687,251 
1, 266, 600 

616,702 
329,819 

$830,28S, 000 
624,466, 000 
299,496, 000 
159,771,000 

$48,988,000 
15,372,000 

1-31,292,000 
1 -46,039,000 

1 Loss, 

The Ford management had been working for some time on the 
design of a motorcar to be driven by an eight-cylinder motor. After 
experiencing the great decline of business in 1930, 1931, and the 
forepart of 1932, wdth the large net loss in 1931, the Ford manage
ment decided to bring out the eight-cylinder model. Production was 
interrupted in March 1932, and there was a partial reconstruction 
of the factory in order to provide facihties and production lines v/ith 
w-Mch to manufacture the parts of the new model and to assemble 
the new cars. The V-8 ŵ as put on display on March 31, 1932, The 
prices of tMs car ranged from $460 to $650, as compared wdth a price 
range of $410 to $600 for the model A, which was continued in pro
duction." Although the original announcement was that Ford Motor 
Co. would continue to manufacture model A, and manufacture of it 
did continue during several years, the manufacture of the four-cylin
der model was discontinued eventually. 

The follo-wing tabular statement shows the number of units sold, 
the receipts from sales, and the profit or loss conta.ined therein during 
the years 1933 to 1937, mclusive: 

Units sold Sales Profit 

Year; 
1933 ._ 331, ,510 

670,231 
1,093, 497 

927,068 
981,961 

$193, 378,000 
350,202, 000 
573, 022,000 
485,914, 000 
518,821,000 

>-$5,887,000 
15, 361,000 
2,056, 000 
9, 660, OOO 

1-6,328,000 

1934 
331, ,510 
670,231 

1,093, 497 
927,068 
981,961 

$193, 378,000 
350,202, 000 
573, 022,000 
485,914, 000 
518,821,000 

>-$5,887,000 
15, 361,000 
2,056, 000 
9, 660, OOO 

1-6,328,000 

1935 

331, ,510 
670,231 

1,093, 497 
927,068 
981,961 

$193, 378,000 
350,202, 000 
573, 022,000 
485,914, 000 
518,821,000 

>-$5,887,000 
15, 361,000 
2,056, 000 
9, 660, OOO 

1-6,328,000 
1936 

331, ,510 
670,231 

1,093, 497 
927,068 
981,961 

$193, 378,000 
350,202, 000 
573, 022,000 
485,914, 000 
518,821,000 

>-$5,887,000 
15, 361,000 
2,056, 000 
9, 660, OOO 

1-6,328,000 1937 _ 

331, ,510 
670,231 

1,093, 497 
927,068 
981,961 

$193, 378,000 
350,202, 000 
573, 022,000 
485,914, 000 
518,821,000 

>-$5,887,000 
15, 361,000 
2,056, 000 
9, 660, OOO 

1-6,328,000 

331, ,510 
670,231 

1,093, 497 
927,068 
981,961 

$193, 378,000 
350,202, 000 
573, 022,000 
485,914, 000 
518,821,000 

>-$5,887,000 
15, 361,000 
2,056, 000 
9, 660, OOO 

1-6,328,000 

' Loss. 

» Ralph H. Graves, The Triumph of an Idea, p. 128. 



REPORT ON MOTOR VEHICLE INDUSTRY 649 
I t will be observed that during the first 2 years of the period of 

business recovery, the sales of Ford Motor Co. increased rapidly. 
Selling more than 670,000 motor veMcles in 1934, the company netted 
a profit of $15,361,000. With the increase in the number of veMcles 
sold to more than 1,093,000 in 1935, however, the profits dropped to 
$2,056,000- The year 1936 was a year of maximum prosperity in 
many industries in the Umted States. However, the sales of Ford 
motor veMcles dropped to a little over 927,000 units, but the profits 
increased to $9,650,000. I t will he recaUed that the so-called business 
recession of 1937 set in about the middle of that year. Notwdth-
staiiding the recession, the sales of Ford motor vehicles increased to 
nearly 982,000 units; but, despite this increase in volume, the company 
netted a loss of $5,328,000. 

Consolidated operations of Ford Motor Co. and Lincoln Motor Co., 
1927 to 1937, inclusive.^The results shown in the last-presented 
table pertain to Ford Motor Co. of Delaware per se. I t mcluded 
the sales of LincoM cars and of Lincoln-Zephyrs by Ford Motor Co.; 
but it also reflected the amounts paid by Ford Motor Co. to its sub
sidiary, Lincoln Motor Co., for these cars, and also the management 
fees charged by the former to the latter. 

Table 64 is a consolidated summary of net sales, net income after 
pro-vision for taxes, cash dividends paid, surplus adjustments, earnings 
retained in the business, and accumulated surplus of Ford Motor 
Co. and Lincohi Motor Co. for the ĵ ears 1927 to 1937, inclusive. 

TABLE f}4:.—F.ord .Motor Co. a7id Lincoln Motor Co. consolidated summary of sales, 
profits, dividends, earnings reinvested, and surplus balance, as adjusted for years 
1927 to 1937, inclusive 

Year ended 
Dec. 31— Net sales Net prof i t 

after taxes 

Cash 
dividends, 
commou 

stock 

•Surplus adjustments EarniuRS 
reinvested 

i n the 
business 

Surplus 
balance 

Year ended 
Dec. 31— Net sales Net prof i t 

after taxes 

Cash 
dividends, 
commou 

stock .Additions 
(net) 

Deduc
tions (net) 

EarniuRS 
reinvested 

i n the 
business 

Surplus 
balance 

1926 $698,987, 075 
662,311,442 
692, 074, 314 
682, 354, 367 
717, 265, 540 
669. 081, 571 
598, 703,465 
502, 410, 804 
595, 687,817 
602. 074, 667 
599; 072, 781 
601, 227, 790 

1927 
1928 

.535,-., 97!i, 669 
551, 710, 332 

1,144, 088, 097 
873,515,070 
460, 069, 223 
254, 680, 008 
297,140, 87t 
531,926,851 
834, 493, 620 
760, 487, 306 
847, 492, 463 

'.•P30, 447,190 
1 70, 610,628 

91, 631,672 
39, 996, 121 

1 37,181,192 
' 70,851, 1,53 

' 7,888, 718 
21,362.118 
IS, 573, 804 
21, 463. 629 

8, 218, 784 

$10,353, 700 
6,042, 575 
0, 042, 575 
6, 905, 800 
8, 632, 250 

$4.130, 267 
6, 446, 075 
4, 791, 050 
1,820,852 

i.$36, 676, 633 
I 70,237.128 

90,280,053 
34. 911, 173 

> 48,183,969 
' 70, 37S, 116 

1 6, 292, 661 
3, 277, 013 
6, 386, 760 

1 3, 001, 786 
,5,1,5,5,009 

$698,987, 075 
662,311,442 
692, 074, 314 
682, 354, 367 
717, 265, 540 
669. 081, 571 
598, 703,465 
502, 410, 804 
595, 687,817 
602. 074, 667 
599; 072, 781 
601, 227, 790 

1929 

.535,-., 97!i, 669 
551, 710, 332 

1,144, 088, 097 
873,515,070 
460, 069, 223 
254, 680, 008 
297,140, 87t 
531,926,851 
834, 493, 620 
760, 487, 306 
847, 492, 463 

'.•P30, 447,190 
1 70, 610,628 

91, 631,672 
39, 996, 121 

1 37,181,192 
' 70,851, 1,53 

' 7,888, 718 
21,362.118 
IS, 573, 804 
21, 463. 629 

8, 218, 784 

$10,353, 700 
6,042, 575 
0, 042, 575 
6, 905, 800 
8, 632, 250 

$4.130, 267 
6, 446, 075 
4, 791, 050 
1,820,852 

i.$36, 676, 633 
I 70,237.128 

90,280,053 
34. 911, 173 

> 48,183,969 
' 70, 37S, 116 

1 6, 292, 661 
3, 277, 013 
6, 386, 760 

1 3, 001, 786 
,5,1,5,5,009 

$698,987, 075 
662,311,442 
692, 074, 314 
682, 354, 367 
717, 265, 540 
669. 081, 571 
598, 703,465 
502, 410, 804 
595, 687,817 
602. 074, 667 
599; 072, 781 
601, 227, 790 

1930 . . . 

.535,-., 97!i, 669 
551, 710, 332 

1,144, 088, 097 
873,515,070 
460, 069, 223 
254, 680, 008 
297,140, 87t 
531,926,851 
834, 493, 620 
760, 487, 306 
847, 492, 463 

'.•P30, 447,190 
1 70, 610,628 

91, 631,672 
39, 996, 121 

1 37,181,192 
' 70,851, 1,53 

' 7,888, 718 
21,362.118 
IS, 573, 804 
21, 463. 629 

8, 218, 784 

$10,353, 700 
6,042, 575 
0, 042, 575 
6, 905, 800 
8, 632, 250 

$4.130, 267 
6, 446, 075 
4, 791, 050 
1,820,852 

i.$36, 676, 633 
I 70,237.128 

90,280,053 
34. 911, 173 

> 48,183,969 
' 70, 37S, 116 

1 6, 292, 661 
3, 277, 013 
6, 386, 760 

1 3, 001, 786 
,5,1,5,5,009 

$698,987, 075 
662,311,442 
692, 074, 314 
682, 354, 367 
717, 265, 540 
669. 081, 571 
598, 703,465 
502, 410, 804 
595, 687,817 
602. 074, 667 
599; 072, 781 
601, 227, 790 

1931 

.535,-., 97!i, 669 
551, 710, 332 

1,144, 088, 097 
873,515,070 
460, 069, 223 
254, 680, 008 
297,140, 87t 
531,926,851 
834, 493, 620 
760, 487, 306 
847, 492, 463 

'.•P30, 447,190 
1 70, 610,628 

91, 631,672 
39, 996, 121 

1 37,181,192 
' 70,851, 1,53 

' 7,888, 718 
21,362.118 
IS, 573, 804 
21, 463. 629 

8, 218, 784 

$10,353, 700 
6,042, 575 
0, 042, 575 
6, 905, 800 
8, 632, 250 

$4.130, 267 
6, 446, 075 
4, 791, 050 
1,820,852 

$2, 370, 627 

i.$36, 676, 633 
I 70,237.128 

90,280,053 
34. 911, 173 

> 48,183,969 
' 70, 37S, 116 

1 6, 292, 661 
3, 277, 013 
6, 386, 760 

1 3, 001, 786 
,5,1,5,5,009 

$698,987, 075 
662,311,442 
692, 074, 314 
682, 354, 367 
717, 265, 540 
669. 081, 571 
598, 703,465 
502, 410, 804 
595, 687,817 
602. 074, 667 
599; 072, 781 
601, 227, 790 

1932 

.535,-., 97!i, 669 
551, 710, 332 

1,144, 088, 097 
873,515,070 
460, 069, 223 
254, 680, 008 
297,140, 87t 
531,926,851 
834, 493, 620 
760, 487, 306 
847, 492, 463 

'.•P30, 447,190 
1 70, 610,628 

91, 631,672 
39, 996, 121 

1 37,181,192 
' 70,851, 1,53 

' 7,888, 718 
21,362.118 
IS, 573, 804 
21, 463. 629 

8, 218, 784 

$10,353, 700 
6,042, 575 
0, 042, 575 
6, 905, 800 
8, 632, 250 

473, 037 
6, 0+3, 967 

$2, 370, 627 

i.$36, 676, 633 
I 70,237.128 

90,280,053 
34. 911, 173 

> 48,183,969 
' 70, 37S, 116 

1 6, 292, 661 
3, 277, 013 
6, 386, 760 

1 3, 001, 786 
,5,1,5,5,009 

$698,987, 075 
662,311,442 
692, 074, 314 
682, 354, 367 
717, 265, 540 
669. 081, 571 
598, 703,465 
502, 410, 804 
595, 687,817 
602. 074, 667 
599; 072, 781 
601, 227, 790 

1933 _. 

.535,-., 97!i, 669 
551, 710, 332 

1,144, 088, 097 
873,515,070 
460, 069, 223 
254, 680, 008 
297,140, 87t 
531,926,851 
834, 493, 620 
760, 487, 306 
847, 492, 463 

'.•P30, 447,190 
1 70, 610,628 

91, 631,672 
39, 996, 121 

1 37,181,192 
' 70,851, 1,53 

' 7,888, 718 
21,362.118 
IS, 573, 804 
21, 463. 629 

8, 218, 784 

3, 452, 900 
7, 769, 025 

10,013, 410 
11,221,925 
4, 061,418 

473, 037 
6, 0+3, 967 

i.$36, 676, 633 
I 70,237.128 

90,280,053 
34. 911, 173 

> 48,183,969 
' 70, 37S, 116 

1 6, 292, 661 
3, 277, 013 
6, 386, 760 

1 3, 001, 786 
,5,1,5,5,009 

$698,987, 075 
662,311,442 
692, 074, 314 
682, 354, 367 
717, 265, 540 
669. 081, 571 
598, 703,465 
502, 410, 804 
595, 687,817 
602. 074, 667 
599; 072, 781 
601, 227, 790 

1934 

.535,-., 97!i, 669 
551, 710, 332 

1,144, 088, 097 
873,515,070 
460, 069, 223 
254, 680, 008 
297,140, 87t 
531,926,851 
834, 493, 620 
760, 487, 306 
847, 492, 463 

'.•P30, 447,190 
1 70, 610,628 

91, 631,672 
39, 996, 121 

1 37,181,192 
' 70,851, 1,53 

' 7,888, 718 
21,362.118 
IS, 573, 804 
21, 463. 629 

8, 218, 784 

3, 452, 900 
7, 769, 025 

10,013, 410 
11,221,925 
4, 061,418 

473, 037 
6, 0+3, 967 

10, 316, 080 
2,173, 644 

13, 243, 390 

i.$36, 676, 633 
I 70,237.128 

90,280,053 
34. 911, 173 

> 48,183,969 
' 70, 37S, 116 

1 6, 292, 661 
3, 277, 013 
6, 386, 760 

1 3, 001, 786 
,5,1,5,5,009 

$698,987, 075 
662,311,442 
692, 074, 314 
682, 354, 367 
717, 265, 540 
669. 081, 571 
598, 703,465 
502, 410, 804 
595, 687,817 
602. 074, 667 
599; 072, 781 
601, 227, 790 

1935 

.535,-., 97!i, 669 
551, 710, 332 

1,144, 088, 097 
873,515,070 
460, 069, 223 
254, 680, 008 
297,140, 87t 
531,926,851 
834, 493, 620 
760, 487, 306 
847, 492, 463 

'.•P30, 447,190 
1 70, 610,628 

91, 631,672 
39, 996, 121 

1 37,181,192 
' 70,851, 1,53 

' 7,888, 718 
21,362.118 
IS, 573, 804 
21, 463. 629 

8, 218, 784 

3, 452, 900 
7, 769, 025 

10,013, 410 
11,221,925 
4, 061,418 

10, 316, 080 
2,173, 644 

13, 243, 390 

i.$36, 676, 633 
I 70,237.128 

90,280,053 
34. 911, 173 

> 48,183,969 
' 70, 37S, 116 

1 6, 292, 661 
3, 277, 013 
6, 386, 760 

1 3, 001, 786 
,5,1,5,5,009 

$698,987, 075 
662,311,442 
692, 074, 314 
682, 354, 367 
717, 265, 540 
669. 081, 571 
598, 703,465 
502, 410, 804 
595, 687,817 
602. 074, 667 
599; 072, 781 
601, 227, 790 

1930..-

.535,-., 97!i, 669 
551, 710, 332 

1,144, 088, 097 
873,515,070 
460, 069, 223 
254, 680, 008 
297,140, 87t 
531,926,851 
834, 493, 620 
760, 487, 306 
847, 492, 463 

'.•P30, 447,190 
1 70, 610,628 

91, 631,672 
39, 996, 121 

1 37,181,192 
' 70,851, 1,53 

' 7,888, 718 
21,362.118 
IS, 573, 804 
21, 463. 629 

8, 218, 784 

3, 452, 900 
7, 769, 025 

10,013, 410 
11,221,925 
4, 061,418 

10, 316, 080 
2,173, 644 

13, 243, 390 

i.$36, 676, 633 
I 70,237.128 

90,280,053 
34. 911, 173 

> 48,183,969 
' 70, 37S, 116 

1 6, 292, 661 
3, 277, 013 
6, 386, 760 

1 3, 001, 786 
,5,1,5,5,009 

$698,987, 075 
662,311,442 
692, 074, 314 
682, 354, 367 
717, 265, 540 
669. 081, 571 
598, 703,465 
502, 410, 804 
595, 687,817 
602. 074, 667 
599; 072, 781 
601, 227, 790 1937 

.535,-., 97!i, 669 
551, 710, 332 

1,144, 088, 097 
873,515,070 
460, 069, 223 
254, 680, 008 
297,140, 87t 
531,926,851 
834, 493, 620 
760, 487, 306 
847, 492, 463 

'.•P30, 447,190 
1 70, 610,628 

91, 631,672 
39, 996, 121 

1 37,181,192 
' 70,851, 1,53 

' 7,888, 718 
21,362.118 
IS, 573, 804 
21, 463. 629 

8, 218, 784 

3, 452, 900 
7, 769, 025 

10,013, 410 
11,221,925 
4, 061,418 1, 597, 040 

10, 316, 080 
2,173, 644 

13, 243, 390 

i.$36, 676, 633 
I 70,237.128 

90,280,053 
34. 911, 173 

> 48,183,969 
' 70, 37S, 116 

1 6, 292, 661 
3, 277, 013 
6, 386, 760 

1 3, 001, 786 
,5,1,5,5,009 

$698,987, 075 
662,311,442 
692, 074, 314 
682, 354, 367 
717, 265, 540 
669. 081, 571 
598, 703,465 
502, 410, 804 
595, 687,817 
602. 074, 667 
599; 072, 781 
601, 227, 790 

Total 

.535,-., 97!i, 669 
551, 710, 332 

1,144, 088, 097 
873,515,070 
460, 069, 223 
254, 680, 008 
297,140, 87t 
531,926,851 
834, 493, 620 
760, 487, 306 
847, 492, 463 

'.•P30, 447,190 
1 70, 610,628 

91, 631,672 
39, 996, 121 

1 37,181,192 
' 70,851, 1,53 

' 7,888, 718 
21,362.118 
IS, 573, 804 
21, 463. 629 

8, 218, 784 

3, 452, 900 
7, 769, 025 

10,013, 410 
11,221,925 
4, 061,418 1, 597, 040 

i.$36, 676, 633 
I 70,237.128 

90,280,053 
34. 911, 173 

> 48,183,969 
' 70, 37S, 116 

1 6, 292, 661 
3, 277, 013 
6, 386, 760 

1 3, 001, 786 
,5,1,5,5,009 

$698,987, 075 
662,311,442 
692, 074, 314 
682, 354, 367 
717, 265, 540 
669. 081, 571 
598, 703,465 
502, 410, 804 
595, 687,817 
602. 074, 667 
599; 072, 781 
601, 227, 790 

Total 0, 912.185, 616 1.15,862, 953 76,100,576 j24, 307,884 23,103, 041 1 94, 7,59, 286 0, 912.185, 616 1.15,862, 953 76,100,576 j24, 307,884 23,103, 041 1 94, 7,59, 286 

1 Red figures. 

A comparison of the amounts shown in the foregoing table as net 
sales and the net profit or loss after provision for taxes of Ford Motor 
Co. and Lincoln Motor Co, consolidated wdth those showm in the pre
ceding table wdiich pertained to Ford Motor Co. alone, shows certain 
anomalous results ui 1930, 1931, 1933, and all years subsequent thereto. 
The amounts shown as net sales of Ford Motor Co. exceeded the 
amoimts shown as net sales of Ford Motor Co. and Lincoln Motor 
Co. combined. This is due to the fact that the amount showm for 
Ford Motor Co. includes not only the sales of its products but also 

171233—39 4,3 
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rental income and interest on bank balances. Furthermore, the net 
income, after provision for taxes, shown in the preceding table reflects 
the inclusion in operating expenses of bonuses paid to officers and 
executives of Ford Motor Co,, and these bonuses have been trans
ferred out of operatmg ex-penses for the purpose of the present table. 

One striking feature of the present table, as of the preceding table, 
is the large amount of losses during the reconstruction period in 1927 
and during' 1928—losses of more than $30,000,000 and of nearly 
$71,000,000 respectively—also the large losses during the severe de
pression years of 1931 to 1933, inclusive—losses of more than $37,000,-
000, of nearly $71,000,000, and of nearly $8,000,000, respectively. 
The maximmn amount of sales, nearly $1,144,700,000, was effected 
in 1929; and that ŵ as also the j'ear of the largest net profit during 
the period since the abandonment of model T, a profit, after provision 
for taxes, of nearly $91,532,000. 

The sales declined very rapidly during the first 3 years of the depres
sion period and amounted to less than $255,000,000 in 1932, this-
relatively small volume of sales being accompanied by a net loss, 
after provision for taxes, of approximately $70,851,000. 'With the 
partial recovery of business after 1933, the sales increased to nearly 
$834,500,000 in 1935. They feU off approximately $74,000,000 iia 
1936, but recovered to a neŵ  high of nearly $847,500,000 in 1937. 
During the period 1934 to 1937, inclusive, the company netted profits. 
I t is curious, however, that with the increase in sales of approximately 
$302,500,000 from 1934 to 1935, the profits dechned approximately 
$7,200,000, that with the decline of $74,000,000 in sales during 1936, 
the profits increased approximately $2,900,000, and that with the 
increase of more than $87,000,000 in sales in 1937 as compared wdth 
1936, the amount of net profit after provision for taxes declined more 
than $13,200,000. 

Another striking feature of the above table is that over the whole 
period of 11 years after Ford Motor Co. abandoned model T and 
turned to the manufacture of low-priced cars embodymg features of 
comfort, appearance, and the standard gear shift, the net result of 
the company's operations was a loss of nearly $15,863,000 as com
pared with the large profits reahzed by Ford Motor Co. during the 
period 1920 to 1926, inclusive. During these 11 years, there was a net 
impairment of the company's surplus of approximately $94,759,000. 

Distribution of business among lines of products, 1929-37.—Table 65 
shows the distribution of the net sales of Ford Motor Co. and Lincoln 
Motor Co. between sales of motor vehicles, sales of motor-vehicle parts 
and accessories, and sales of other products, also the division of motor-
vehicle sales and of parts and accessories sales between domestic and 
export business—the period covered being 1929 to 1937, inclusive. I t 
also shows the division of factory cost of products sold, of commercial, 
general, and administrative expenses, and of the net profit or loss on 
manufactured products sold among the same divisions. 
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TABLE 65.—Ford Motor Co. and Lincoln Motor Co. consolidated and adjusted sum
mary of net sales, factory cost of sales, commercial, general, and administrative 
expenses, and net profits by lines of products applying to dom.estic and export 
operations for years 1929 to 1937, inclusive 

Motor Parts and Moto r Parts and 
vehicles. accessories. velucles. accessories. Other To ta l 
domestic domestic export export products 

Net sales: 
1929._.. $855,351, 160 $106,703,854 $36, 234, S07 $62,176,573 $94,221,603 $1,144, 688,097 
1930_ 638, 349, 416 66, 528, 527 25, 624, 472 47, 236,880 95, 777, 775 87,3,615.070 
1931 310, 274, 437 55, 302, 455 11, 958,174 27,051,634 56, 442, ,523 4-0,069,223 
1932 167, 402, 612 32, 724, 913 6, 827, 980 13, 655, 675 34, 068, 828 254, 080, 008 
1933 197, 589, 098 27, 085, 541 7,864, 264 12, 601, ,520 52, 016, 442 297,146,871 
1934 - 3,=6,125, 099 43, 877, 430 17, 757, 890 23, 640,436 90, 626, 984 531,926,851 
1935 681,199,177 69, 755, 690 26,031,256 34, 001,143 123, 506, 461 834,493, 627 
1930 607, 607, 461 86, 492, 708 27,917, 289 33,119, 56B 105, 350, 280 760, 487, 306 
1937 647, 049, 734 94,890, 306 48, 145,064 46, 512, 481 111, 894, 878 847, 492,463 

T o t a l . . 4,160, 948,194 683, 359, 330 208,391,302 288, 996, 916 762, 804, 774 6,004,499, 516 

Factory cost of sales: 
1929 772,172, 662 67,307, 239 29, 749, 726 58, 057, 641 93,818,484 I , 021,105, 652 
1930 689,603,472 43, 026, 082 22, 270, 694 48,869, 264 94, 133, 293 798, 602, 805 
1931 322, 178, 389 47, 881, 251 11,481,456 29, 278,879 66, 716, S58 467, 536,833 
1932 199,830, 017 36,402, 901 7, 741, 900 19, 534,218 42,806,145 306,315, 241 
1933 189, 712, 243 19,306, 051 7, 444,161 12,392,203 65, 542, 766 284, 458,083 
1934 321,405,421 26, 409, 687 16,013, 545 21, 422, 917 91,821,217 477,072, 787 
1935 - 556, 198, 674 47, 206, 989 23, 786, 904 29,174, 215 124,746, 485 781,112,267 
1936 473,884,050 64, 675, 353 20, 000, 443 28, 630,355 102, 000, 690 693, 191, 291 
1937 523,610,030 73, 348, 633 44, 686, 722 40,417,577 108,.064, 993 790,127, 955 

T o t a l . 3,948,594,868 426, 223, 786 189,17,'), 611 287, 777,829 769,6.50, 830 5,621,422,914 

Commercial, general, aud 
administrative expense: 

1929 31,827,809 5,189, 483 1,978,401 284, 721 207,687 39, 488,101 
1930_ 35, 817,193 4, 657,125 2, 627,150 3, 383, 684 397, 620 46, 782, 672 
1931 24, 707, 104 9,899, 740 1, 708, 936 3, 201, 304 1,626,336 41,143, 479 
19,32 17, 706, 201 6, 990, 653 1,032, 629 1,861,738 1,127,154 28, 718, 375 
1933 10,118,381 6, 667, 372 842, 487 1, 507, 179 449, 808 25, 486, 727 
1934 20, 791, 495 11,388,760 1,2-9, 599 1,800,6:'8 1,721,062 36, 924, 644 
1935 24, 738, 361 12, 600,535 2,181, 693 3,210,321 1,36'', 994 44,130,804 
19 6 . . . . 25, 101, 761 14,107,300 2, 307, 075 3,060,0-4 1,040, 284 45, 606, 434 
1037 30, 005, 939 15, 4:4, 640 3,341,572 4,124, 763 1,313,814 54, 790, 728 

T o t a l . 227,414,794 86, 705, 598 17, 239,441 22,464,302 9, 256, 729 303, 070,864 

N e t prof i t on manufac
tured products sold: 

1929 61, 350, 789 34, 207,132 4,506,780 1 6,165, 789 195,432 84,094,344 
1930 12, 928, 751 IS, 343, 320 726, 628 1 5, 015, 968 1, 246,862 28,229,593 
1931 ' 36,611,110 ' 2, 478, 536 1 1,192, 217 1 5, 428, 549 ' 2, 900, 671 ' 48, 611,089 
1932 1 50, 133, 606 110,668, 641 1 1,946, 609 1 7, 740, 281 1 9,864,471 1 SO, 353, 608 
1933 1 8, 242, 020 1,151,518 1 432, 384 1 1,297,916 1 3, 970,131 I 12, 790. 939 
1934 13, 928,183 6, 078; 999 524, 752 410, 881 1 3, 019, 296 17,929,520 
1935 262,142 9,949, 066 62, 759 1, 586, 607 > 2, 010, 018 9, 250,556 
1936.. 8, 621, 660 7, 710, 055 1 390, 229 1,438, 669 2, 309, 436 19, 689, 561 
1937. ' 7,1.60, 235 6,137,033 116, 770 970,141 .2,610,071 2, 573, 780 

To ta l - 1 15, 061,458 70,429, 946 1,976,250 121,236, 216 ' 16,102,785 20,005, 738 

1 Loss. 

The foregoing table shows that over the entire 9-year period from 
1929 to 1937, inclusive, the total sales of products of Ford Mooter Co. 
and LincoM Motor Co. amounted to nearly $6,004,500,000. Of this 
total, 87.3 percent consisted of salves of motor vehicles and of parts 
and accessories thereto, and 12,7 percent consisted of sales of other 
products of the company. Sales of motor vehicles constituted 72.77 
percent of the total, these being divided 69,30 pomts percent to domes
tic sales and 3.47 points percent to export sales of motor vehicles. 

An expected feature of the table consists of the losses sustamed 
during the severe depression years of 1931, 1932, and 1933, Such 
losses were sustained in all lines in the first 2 of those years. 



652 FEDERAL TRADE COMMISSION 

Anotlier feature of the foregoing table is that over the entire 9-year 
period, the domestic motor-vehicle sales netted a loss of more than 
$15,000,000, wdiereas the domestic sales of parts and accessories netted 
a profit of nearly $70,430,000. The export parts and accessories busi
ness was carried on at a loss consistent^ during the first 5 of these 9 
years, and for the wdiole period, the result was a loss of more than 
$21,236,000. The sale of the other products was also carried on wdth 
substantial losses during the 5 years, 1931 to 1935, inclusive; and this 
business resulted for tbe 9 years in a net loss of nearly $16,103,000. 

The net result for all products ŵ as a net profit, over the 9 years, of 
a little more than $20,000,000; and tMs result was brought about 
mostly by the profitableness of the sales of parts and accessories. 

The foregoing table presents the data with reference to net sales, 
factory cost of sales, commercial, general, and administrative expense, 
and net profit or loss in amounts. Table 66 shows the percentages 
in tbe respective years that the factory cost of sales, the cominercialj 
•general, and admmistrative expenses, ahd net profit or loss on manu
factured products were of net sales, these percentages being presented 
,by tbe same divisions as in the preceding table. 

TABLE 66,—Ford Motor Co. and Lincoln Moior Co. percentage of factory cost of 
sales, commercial, general, and administrative expenses and net profit on man-u-
factured products sold to net sales for years 1929 to 1937, inclusive 

Motor 
vehicles, 
domestic 

Parts aud 
acces
sories, 

domestic 

Moto r 
vehicles, 
e.xport 

Parts and 
acces
sories, 
export 

Other 
products To ta l 

Tactory cost of sales: 
' 1929J. 90.28 63.08 82.10 111.27 99.67 89.20 

1930 92.30 05.58 80.91 103.46 98. 28 91.41 
1931 103.84 86.58 w.m 108.23 102.30 101.62 
1933 119. 37 111.24 113.39 143. 05 125.66 1-20. 27 
1933 96.01 71. 50 94. 78 98.34 .106. 78 95.73 
1934 90. 25 60.19 90. 18 90.62 101.43 89.69 
1935 95. 70 67.63 91.38 85. 50 101.00 93. 60 
1936 93.36 74.78 93.13 86.46 96.82 91.41 
1937 96, 72 77. 30 92.82 88. 81 06.58 93. 23 

9-year average . . . . . 94,90 73.07 90.78 99. 58 100. 90 93. 02 

Commercial, general, and administrative 
expense: 

1929 . . . . 3, 72 4. 86 6. 46 .65 .22 3.45 
1930 6. 61 6. 85 10. 25 7.10 .42 5.;i6 
1931.. . . 7. 96 17. 90 14. 24 11.83 2.93 8.94 
1932 10.68 21.36 15.12 13. 63 3. 30 11.28 

• 1933 8.10 24. 26 10.72. 11.96 .86 fi 
1934 6.84 25.96 6.87 7.62 1.90 6.94 
1936 4.20 18.06 8.38 9.03 1.11 6. 29 
1936 4.94 16.31 8. 27 9. 21 .99 6.00 
1937 6.59 10. 23 6. 94 9.00 1. 17 0.47 

9-year average . . . . . 5.46 14.80 8. 27 7.77 1.21 0.05 

Net prof i t on manufactured products sold: 
1929.. - 6. 00 32.06 2.44 1 11.82 .21 7. 33 
1930 2. 03 . 27. 57 2.84 ' 10. 02 1.30 3.23 
1931. • 11.80 1 4. 48 1 9. 93 1 20. 06 1 6.23 1 10. 50 
1932 I 29.95 I 32. CO 1 28. 51 ' 56. 68 1 28. 95 ' 31.55 
1933 ' 4.17 4. 25 1 5. 50 ' 10. 30 > 7. 04 1 4. 31 
1934.. 3.91 13.85 2.95 1.76 ' 3. 33 3. 37 

.01 14. 26 .24 4. 07 1 2. 11 1.11 
1936... 1.70 8.91 1 1.40 4.34 2.19 2.59 
1937... > 1.31 6.47 .24 2. 13 2. 23 .30 

9-year average ".36 12.07 .95 ' 7. 36 •2.11 .33 

' Loss. 
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A striMng feature of the foregoing table is the relatively low margin 

of the domestic motor-veMcle sales over the costs of these veMcles 
as they came from the factory. During no year was the factory cost 
of sales less than 90K percent of the receipts from sales, and the aver
age for the entire 9 yea.rs was 94,9 percent. Duiing the severe in
dustrial depression years of 1931 and 1932, the cost of the product as 
it came from the factory exceeded the receipts from sales by 3.84 
percent in the first-mentioned year and by 19.37 percent during the 
second mentioned year. 

In contrast wdth this relativelj^ narrow^ average margin on w-Mch the 
sales of domestic motor veMcles were effected, the margins on parts 
and accessories were much larger. The factory costs of these parts 
and accessories as they came from the factories averaged 73.07 per
cent of the receipts from their sales during the 9-3'̂ ear period, and were 
as low- as 60.19 percent in 1934. During the year of severest depres
sion, 1932, how-ever, the factory costs of parts exceeded the .receipts 
from sales by 11.24 percent. 

The net margin on domestic sales of motor veMcles ranged from a 
profit amounting to 6 percent of the net sales in 1929 to a loss of nearly 
30 percent during the severe depression year 1932; and it averaged 
0.36 percent loss for the entire 9-year period. During the same period, 
the net margin on domestic sales of parts and accessories ranged from 
a profit of a little over 32 percent of the receipts from sales to a loss 
of 32.6 percent; but the net result for the entire period was a profit of 
12.07 percent. 

Distribution of domestic automobile sales by makes.-—Table 67 shows, 
for the respective years 1929 to 1937, inclusive, the nmnbers of Ford 
motor vehicles sold, the receipts from sales, the factory cost of these 
veMcles, the commercial, general, and adrmmstrative expenses assigned 
to these sales and the net profit or loss made or sustained in them. 
I t shows the like data for the LmcoM automobiles for all of those 9 
years and for the Lincoln-Zephyr automobUes during the period in 
wMcli they were made and solcl, 1935 to 1937, inclusive. 

TABLE 67,—Ford Motor Co. and Lincoln Motor Co. consolidated and adjusted 
summary of unit sales, net sales, factory cost of sales, commercial, general, and 
administrative expense and nel profit on motor vehicles manufactured and sold -in 
the United States for years 1929 to 1937, inclusive 

Ford Moto r 
vehicles 

Lincoln 
autos 

Lincoln-
Zephyr 
autos 

Tota l motor 
vehicles, do

mestic 

Uni t s sold: 
1929 1,687, 251 

1,256,600 
010,702 
329,819 
381,610 
670,231 

1,093,'497 
927,068 
981, 961 

6,399 
3,866 
3,055 
2,783 
2,011 
2,125 
1,737 
1,279 

844 

1,693,660 
1,260,465 

619,757 
332, 602 
383, 521 
672, 366 

1,097,102 
040,062 

1,007,991 

1930 
1,687, 251 
1,256,600 

010,702 
329,819 
381,610 
670,231 

1,093,'497 
927,068 
981, 961 

6,399 
3,866 
3,055 
2,783 
2,011 
2,125 
1,737 
1,279 

844 

1,693,660 
1,260,465 

619,757 
332, 602 
383, 521 
672, 366 

1,097,102 
040,062 

1,007,991 

1931 . 

1,687, 251 
1,256,600 

010,702 
329,819 
381,610 
670,231 

1,093,'497 
927,068 
981, 961 

6,399 
3,866 
3,055 
2,783 
2,011 
2,125 
1,737 
1,279 

844 

1,693,660 
1,260,465 

619,757 
332, 602 
383, 521 
672, 366 

1,097,102 
040,062 

1,007,991 

1932 . 

1,687, 251 
1,256,600 

010,702 
329,819 
381,610 
670,231 

1,093,'497 
927,068 
981, 961 

6,399 
3,866 
3,055 
2,783 
2,011 
2,125 
1,737 
1,279 

844 

1,693,660 
1,260,465 

619,757 
332, 602 
383, 521 
672, 366 

1,097,102 
040,062 

1,007,991 

1933 

1,687, 251 
1,256,600 

010,702 
329,819 
381,610 
670,231 

1,093,'497 
927,068 
981, 961 

6,399 
3,866 
3,055 
2,783 
2,011 
2,125 
1,737 
1,279 

844 

1,693,660 
1,260,465 

619,757 
332, 602 
383, 521 
672, 366 

1,097,102 
040,062 

1,007,991 

1934 

1,687, 251 
1,256,600 

010,702 
329,819 
381,610 
670,231 

1,093,'497 
927,068 
981, 961 

6,399 
3,866 
3,055 
2,783 
2,011 
2,125 
1,737 
1,279 

844 

1,693,660 
1,260,465 

619,757 
332, 602 
383, 521 
672, 366 

1,097,102 
040,062 

1,007,991 

1936 . . 

1,687, 251 
1,256,600 

010,702 
329,819 
381,610 
670,231 

1,093,'497 
927,068 
981, 961 

6,399 
3,866 
3,055 
2,783 
2,011 
2,125 
1,737 
1,279 

844 

1,808 
17,716 
25,186 

1,693,660 
1,260,465 

619,757 
332, 602 
383, 521 
672, 366 

1,097,102 
040,062 

1,007,991 
1936 . . . 

1,687, 251 
1,256,600 

010,702 
329,819 
381,610 
670,231 

1,093,'497 
927,068 
981, 961 

6,399 
3,866 
3,055 
2,783 
2,011 
2,125 
1,737 
1,279 

844 

1,808 
17,716 
25,186 

1,693,660 
1,260,465 

619,757 
332, 602 
383, 521 
672, 366 

1,097,102 
040,062 

1,007,991 1937 . . . 

1,687, 251 
1,256,600 

010,702 
329,819 
381,610 
670,231 

1,093,'497 
927,068 
981, 961 

6,399 
3,866 
3,055 
2,783 
2,011 
2,125 
1,737 
1,279 

844 

1,808 
17,716 
25,186 

1,693,660 
1,260,465 

619,757 
332, 602 
383, 521 
672, 366 

1,097,102 
040,062 

1,007,991 

T o t a l . . . 

1,687, 251 
1,256,600 

010,702 
329,819 
381,610 
670,231 

1,093,'497 
927,068 
981, 961 

6,399 
3,866 
3,055 
2,783 
2,011 
2,125 
1,737 
1,279 

844 

1,808 
17,716 
25,186 

1,693,660 
1,260,465 

619,757 
332, 602 
383, 521 
672, 366 

1,097,102 
040,062 

1,007,991 

T o t a l . . . 7,944, 039 24,098 44,709 8,013, 600 

Net sales: 
1929 . $830, 288, 224 

• 624,465,839 
299, 495, 388 
159, 770, 601 
193, 337, 752 
350, 202, 015 
573,021,773 
486, 916, 581 
518,821,188 

$25, 062,936 
13,883,677-
10, 779, 049 
7, 632,011 
4, 251, 346 
6, 923,084 
5, 047, 034 
4,192, 837 
3, 010, 962 

$855, 351,160 
638,-349,--416 
310, 274, 437 
167, 402, 012 
197, 689, 098 
356,125,099 
581,199,177 
507, 607, 401 
547, 049, 734 

1930 • . . 
$830, 288, 224 

• 624,465,839 
299, 495, 388 
159, 770, 601 
193, 337, 752 
350, 202, 015 
573,021,773 
486, 916, 581 
518,821,188 

$25, 062,936 
13,883,677-
10, 779, 049 
7, 632,011 
4, 251, 346 
6, 923,084 
5, 047, 034 
4,192, 837 
3, 010, 962 

$855, 351,160 
638,-349,--416 
310, 274, 437 
167, 402, 012 
197, 689, 098 
356,125,099 
581,199,177 
507, 607, 401 
547, 049, 734 

1931 

$830, 288, 224 
• 624,465,839 

299, 495, 388 
159, 770, 601 
193, 337, 752 
350, 202, 015 
573,021,773 
486, 916, 581 
518,821,188 

$25, 062,936 
13,883,677-
10, 779, 049 
7, 632,011 
4, 251, 346 
6, 923,084 
5, 047, 034 
4,192, 837 
3, 010, 962 

$855, 351,160 
638,-349,--416 
310, 274, 437 
167, 402, 012 
197, 689, 098 
356,125,099 
581,199,177 
507, 607, 401 
547, 049, 734 

1932 

$830, 288, 224 
• 624,465,839 

299, 495, 388 
159, 770, 601 
193, 337, 752 
350, 202, 015 
573,021,773 
486, 916, 581 
518,821,188 

$25, 062,936 
13,883,677-
10, 779, 049 
7, 632,011 
4, 251, 346 
6, 923,084 
5, 047, 034 
4,192, 837 
3, 010, 962 

$855, 351,160 
638,-349,--416 
310, 274, 437 
167, 402, 012 
197, 689, 098 
356,125,099 
581,199,177 
507, 607, 401 
547, 049, 734 

1933 

$830, 288, 224 
• 624,465,839 

299, 495, 388 
159, 770, 601 
193, 337, 752 
350, 202, 015 
573,021,773 
486, 916, 581 
518,821,188 

$25, 062,936 
13,883,677-
10, 779, 049 
7, 632,011 
4, 251, 346 
6, 923,084 
5, 047, 034 
4,192, 837 
3, 010, 962 

$855, 351,160 
638,-349,--416 
310, 274, 437 
167, 402, 012 
197, 689, 098 
356,125,099 
581,199,177 
507, 607, 401 
547, 049, 734 

1934 

$830, 288, 224 
• 624,465,839 

299, 495, 388 
159, 770, 601 
193, 337, 752 
350, 202, 015 
573,021,773 
486, 916, 581 
518,821,188 

$25, 062,936 
13,883,677-
10, 779, 049 
7, 632,011 
4, 251, 346 
6, 923,084 
5, 047, 034 
4,192, 837 
3, 010, 962 

$855, 351,160 
638,-349,--416 
310, 274, 437 
167, 402, 012 
197, 689, 098 
356,125,099 
581,199,177 
507, 607, 401 
547, 049, 734 

1935 

$830, 288, 224 
• 624,465,839 

299, 495, 388 
159, 770, 601 
193, 337, 752 
350, 202, 015 
573,021,773 
486, 916, 581 
518,821,188 

$25, 062,936 
13,883,677-
10, 779, 049 
7, 632,011 
4, 251, 346 
6, 923,084 
5, 047, 034 
4,192, 837 
3, 010, 962 

$1,930, 370 
17,498, 043 
26, 217, 584 

$855, 351,160 
638,-349,--416 
310, 274, 437 
167, 402, 012 
197, 689, 098 
356,125,099 
581,199,177 
507, 607, 401 
547, 049, 734 

1936 

$830, 288, 224 
• 624,465,839 

299, 495, 388 
159, 770, 601 
193, 337, 752 
350, 202, 015 
573,021,773 
486, 916, 581 
518,821,188 

$25, 062,936 
13,883,677-
10, 779, 049 
7, 632,011 
4, 251, 346 
6, 923,084 
5, 047, 034 
4,192, 837 
3, 010, 962 

$1,930, 370 
17,498, 043 
26, 217, 584 

$855, 351,160 
638,-349,--416 
310, 274, 437 
167, 402, 012 
197, 689, 098 
356,125,099 
581,199,177 
507, 607, 401 
547, 049, 734 1937. _ 

$830, 288, 224 
• 624,465,839 

299, 495, 388 
159, 770, 601 
193, 337, 752 
350, 202, 015 
573,021,773 
486, 916, 581 
518,821,188 

$25, 062,936 
13,883,677-
10, 779, 049 
7, 632,011 
4, 251, 346 
6, 923,084 
5, 047, 034 
4,192, 837 
3, 010, 962 

$1,930, 370 
17,498, 043 
26, 217, 584 

$855, 351,160 
638,-349,--416 
310, 274, 437 
167, 402, 012 
197, 689, 098 
356,125,099 
581,199,177 
507, 607, 401 
547, 049, 734 

T o t a l . 4, 035, 919, 361 80,382, 836 44,645,997 4,160,948,194 
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TABLE 67.—Ford Moior Co. and Lincoln Motor Co. consolidated and adjusted 
summary of unit sales, net sales, factory cost of sales, commercial, general, and 
administrative expense and net profit on motor -vehicles manufactured and sold in 
the United States for years 1929 to 19S7, inclusive—Continued ' 

Ford Motor 
vehicles 

Lincolu 
autos 

Lincoln-
Zephyr 
autos 

Tota l motor 
vehicles, do

mestic 

Factory cost of sales: 
1929 750,043, 309 

674, 142,727 
308, 362,033 
190,964, 682 
184,580,718 
314,864,717 
547, 891,873 
453,132, 014 
49,5,978, 348 

21, 529, 253 
15,400, 745 
13, 816, 366 
8,875, 435 
,5,131, 625 
6, 560, 704 
0, 435,013 
4,150, 988 
3, 269, 269 

772,172,602 
689,603,472 
322,178, 389 
199,830,017 
189,712, 243 
321, 405, 421 
656,198, 674 
473,884, 050 
523, 610, 030 

1930 
750,043, 309 
674, 142,727 
308, 362,033 
190,964, 682 
184,580,718 
314,864,717 
547, 891,873 
453,132, 014 
49,5,978, 348 

21, 529, 253 
15,400, 745 
13, 816, 366 
8,875, 435 
,5,131, 625 
6, 560, 704 
0, 435,013 
4,150, 988 
3, 269, 269 

772,172,602 
689,603,472 
322,178, 389 
199,830,017 
189,712, 243 
321, 405, 421 
656,198, 674 
473,884, 050 
523, 610, 030 

1931 

750,043, 309 
674, 142,727 
308, 362,033 
190,964, 682 
184,580,718 
314,864,717 
547, 891,873 
453,132, 014 
49,5,978, 348 

21, 529, 253 
15,400, 745 
13, 816, 366 
8,875, 435 
,5,131, 625 
6, 560, 704 
0, 435,013 
4,150, 988 
3, 269, 269 

772,172,602 
689,603,472 
322,178, 389 
199,830,017 
189,712, 243 
321, 405, 421 
656,198, 674 
473,884, 050 
523, 610, 030 

1932 

750,043, 309 
674, 142,727 
308, 362,033 
190,964, 682 
184,580,718 
314,864,717 
547, 891,873 
453,132, 014 
49,5,978, 348 

21, 529, 253 
15,400, 745 
13, 816, 366 
8,875, 435 
,5,131, 625 
6, 560, 704 
0, 435,013 
4,150, 988 
3, 269, 269 

772,172,602 
689,603,472 
322,178, 389 
199,830,017 
189,712, 243 
321, 405, 421 
656,198, 674 
473,884, 050 
523, 610, 030 

1933 . . . . 

750,043, 309 
674, 142,727 
308, 362,033 
190,964, 682 
184,580,718 
314,864,717 
547, 891,873 
453,132, 014 
49,5,978, 348 

21, 529, 253 
15,400, 745 
13, 816, 366 
8,875, 435 
,5,131, 625 
6, 560, 704 
0, 435,013 
4,150, 988 
3, 269, 269 

772,172,602 
689,603,472 
322,178, 389 
199,830,017 
189,712, 243 
321, 405, 421 
656,198, 674 
473,884, 050 
523, 610, 030 

1934 

750,043, 309 
674, 142,727 
308, 362,033 
190,964, 682 
184,580,718 
314,864,717 
547, 891,873 
453,132, 014 
49,5,978, 348 

21, 529, 253 
15,400, 745 
13, 816, 366 
8,875, 435 
,5,131, 625 
6, 560, 704 
0, 435,013 
4,150, 988 
3, 269, 269 

772,172,602 
689,603,472 
322,178, 389 
199,830,017 
189,712, 243 
321, 405, 421 
656,198, 674 
473,884, 050 
523, 610, 030 

1935 

750,043, 309 
674, 142,727 
308, 362,033 
190,964, 682 
184,580,718 
314,864,717 
547, 891,873 
453,132, 014 
49,5,978, 348 

21, 529, 253 
15,400, 745 
13, 816, 366 
8,875, 435 
,5,131, 625 
6, 560, 704 
0, 435,013 
4,150, 988 
3, 269, 269 

1, 871,788 
16,601,048 
24, 372, 413 

772,172,602 
689,603,472 
322,178, 389 
199,830,017 
189,712, 243 
321, 405, 421 
656,198, 674 
473,884, 050 
523, 610, 030 

1936. 

750,043, 309 
674, 142,727 
308, 362,033 
190,964, 682 
184,580,718 
314,864,717 
547, 891,873 
453,132, 014 
49,5,978, 348 

21, 529, 253 
15,400, 745 
13, 816, 366 
8,875, 435 
,5,131, 625 
6, 560, 704 
0, 435,013 
4,150, 988 
3, 269, 269 

1, 871,788 
16,601,048 
24, 372, 413 

772,172,602 
689,603,472 
322,178, 389 
199,830,017 
189,712, 243 
321, 405, 421 
656,198, 674 
473,884, 050 
523, 610, 030 1937 

750,043, 309 
674, 142,727 
308, 362,033 
190,964, 682 
184,580,718 
314,864,717 
547, 891,873 
453,132, 014 
49,5,978, 348 

21, 529, 253 
15,400, 745 
13, 816, 366 
8,875, 435 
,5,131, 625 
6, 560, 704 
0, 435,013 
4,150, 988 
3, 269, 269 

1, 871,788 
16,601,048 
24, 372, 413 

772,172,602 
689,603,472 
322,178, 389 
199,830,017 
189,712, 243 
321, 405, 421 
656,198, 674 
473,884, 050 
523, 610, 030 

To ta l 

Commercial, general, and administrative 
expense: 

1929 

750,043, 309 
674, 142,727 
308, 362,033 
190,964, 682 
184,580,718 
314,864,717 
547, 891,873 
453,132, 014 
49,5,978, 348 

21, 529, 253 
15,400, 745 
13, 816, 366 
8,875, 435 
,5,131, 625 
6, 560, 704 
0, 435,013 
4,150, 988 
3, 269, 269 

1, 871,788 
16,601,048 
24, 372, 413 

772,172,602 
689,603,472 
322,178, 389 
199,830,017 
189,712, 243 
321, 405, 421 
656,198, 674 
473,884, 050 
523, 610, 030 

To ta l 

Commercial, general, and administrative 
expense: 

1929 

3, 820, 640, 321 85, 209, 288 42, 845, 249 3,948, 694,858 To ta l 

Commercial, general, and administrative 
expense: 

1929 30, 656, 837 
34, 951; 301 
22, 425, 428 
14, 855, 295 
14, 044, 235 
19,985,805 
23,673, 409 
23,134,895 
28,170, 935 

1,170, 972 
865, 892 

2, 281,736 
2, 860,906 
1, 474,646 

805, 690 
684, 510 -
412,391 
335,412 

31,827,800 
35, 817,193 
24,V07,104 
17,706, 201 
10,118,881 
20, 791, 405 
24, 738, 361 
25,101, 751 
30, 605,939 

1930 
30, 656, 837 
34, 951; 301 
22, 425, 428 
14, 855, 295 
14, 044, 235 
19,985,805 
23,673, 409 
23,134,895 
28,170, 935 

1,170, 972 
865, 892 

2, 281,736 
2, 860,906 
1, 474,646 

805, 690 
684, 510 -
412,391 
335,412 

31,827,800 
35, 817,193 
24,V07,104 
17,706, 201 
10,118,881 
20, 791, 405 
24, 738, 361 
25,101, 751 
30, 605,939 

1931 . . . 

30, 656, 837 
34, 951; 301 
22, 425, 428 
14, 855, 295 
14, 044, 235 
19,985,805 
23,673, 409 
23,134,895 
28,170, 935 

1,170, 972 
865, 892 

2, 281,736 
2, 860,906 
1, 474,646 

805, 690 
684, 510 -
412,391 
335,412 

31,827,800 
35, 817,193 
24,V07,104 
17,706, 201 
10,118,881 
20, 791, 405 
24, 738, 361 
25,101, 751 
30, 605,939 

1932 

30, 656, 837 
34, 951; 301 
22, 425, 428 
14, 855, 295 
14, 044, 235 
19,985,805 
23,673, 409 
23,134,895 
28,170, 935 

1,170, 972 
865, 892 

2, 281,736 
2, 860,906 
1, 474,646 

805, 690 
684, 510 -
412,391 
335,412 

31,827,800 
35, 817,193 
24,V07,104 
17,706, 201 
10,118,881 
20, 791, 405 
24, 738, 361 
25,101, 751 
30, 605,939 

10,33 

30, 656, 837 
34, 951; 301 
22, 425, 428 
14, 855, 295 
14, 044, 235 
19,985,805 
23,673, 409 
23,134,895 
28,170, 935 

1,170, 972 
865, 892 

2, 281,736 
2, 860,906 
1, 474,646 

805, 690 
684, 510 -
412,391 
335,412 

31,827,800 
35, 817,193 
24,V07,104 
17,706, 201 
10,118,881 
20, 791, 405 
24, 738, 361 
25,101, 751 
30, 605,939 

1934 

30, 656, 837 
34, 951; 301 
22, 425, 428 
14, 855, 295 
14, 044, 235 
19,985,805 
23,673, 409 
23,134,895 
28,170, 935 

1,170, 972 
865, 892 

2, 281,736 
2, 860,906 
1, 474,646 

805, 690 
684, 510 -
412,391 
335,412 

31,827,800 
35, 817,193 
24,V07,104 
17,706, 201 
10,118,881 
20, 791, 405 
24, 738, 361 
25,101, 751 
30, 605,939 

1935 

30, 656, 837 
34, 951; 301 
22, 425, 428 
14, 855, 295 
14, 044, 235 
19,985,805 
23,673, 409 
23,134,895 
28,170, 935 

1,170, 972 
865, 892 

2, 281,736 
2, 860,906 
1, 474,646 

805, 690 
684, 510 -
412,391 
335,412 

380,362 
1, 554, 465 
2.099,592 

31,827,800 
35, 817,193 
24,V07,104 
17,706, 201 
10,118,881 
20, 791, 405 
24, 738, 361 
25,101, 751 
30, 605,939 

1936 

30, 656, 837 
34, 951; 301 
22, 425, 428 
14, 855, 295 
14, 044, 235 
19,985,805 
23,673, 409 
23,134,895 
28,170, 935 

1,170, 972 
865, 892 

2, 281,736 
2, 860,906 
1, 474,646 

805, 690 
684, 510 -
412,391 
335,412 

380,362 
1, 554, 465 
2.099,592 

31,827,800 
35, 817,193 
24,V07,104 
17,706, 201 
10,118,881 
20, 791, 405 
24, 738, 361 
25,101, 751 
30, 605,939 1937 

30, 656, 837 
34, 951; 301 
22, 425, 428 
14, 855, 295 
14, 044, 235 
19,985,805 
23,673, 409 
23,134,895 
28,170, 935 

1,170, 972 
865, 892 

2, 281,736 
2, 860,906 
1, 474,646 

805, 690 
684, 510 -
412,391 
335,412 

380,362 
1, 554, 465 
2.099,592 

31,827,800 
35, 817,193 
24,V07,104 
17,706, 201 
10,118,881 
20, 791, 405 
24, 738, 361 
25,101, 751 
30, 605,939 

To ta l 

N e t prof i t on manufactured products sold: 
19'29 _. 

30, 656, 837 
34, 951; 301 
22, 425, 428 
14, 855, 295 
14, 044, 235 
19,985,805 
23,673, 409 
23,134,895 
28,170, 935 

1,170, 972 
865, 892 

2, 281,736 
2, 860,906 
1, 474,646 

805, 690 
684, 510 -
412,391 
335,412 

380,362 
1, 554, 465 
2.099,592 

31,827,800 
35, 817,193 
24,V07,104 
17,706, 201 
10,118,881 
20, 791, 405 
24, 738, 361 
25,101, 751 
30, 605,939 

To ta l 

N e t prof i t on manufactured products sold: 
19'29 _. 

212, 498,230 10, 882,165 4,034,409 227,414,794 To ta l 

N e t prof i t on manufactured products sold: 
19'29 _. 48,988,078 

15,371,811 
1 31,292.073 
1 46,030,276 

1 5. 887, 201 
15,361,493 
2,056,401 
9. 649.672 

1 5, 328,095 

2, 302, 711 
I 2, 443, 060 
1 5,319.043 
1 4.094, 330 
1 2, 364, 825 
1 1, 433, 31Q 
1 1, 472, 489 

1 370, 642 
1 583,719 

61, 360, 789 
12,928,751 

1 30, Oil , 116 
1 60,133, 606 

' 8,242,026 
13, 928, 183 

262, 142 
8, 621, 600 

• 7,166, 235 

1930 
48,988,078 
15,371,811 

1 31,292.073 
1 46,030,276 

1 5. 887, 201 
15,361,493 
2,056,401 
9. 649.672 

1 5, 328,095 

2, 302, 711 
I 2, 443, 060 
1 5,319.043 
1 4.094, 330 
1 2, 364, 825 
1 1, 433, 31Q 
1 1, 472, 489 

1 370, 642 
1 583,719 

61, 360, 789 
12,928,751 

1 30, Oil , 116 
1 60,133, 606 

' 8,242,026 
13, 928, 183 

262, 142 
8, 621, 600 

• 7,166, 235 

1931 

48,988,078 
15,371,811 

1 31,292.073 
1 46,030,276 

1 5. 887, 201 
15,361,493 
2,056,401 
9. 649.672 

1 5, 328,095 

2, 302, 711 
I 2, 443, 060 
1 5,319.043 
1 4.094, 330 
1 2, 364, 825 
1 1, 433, 31Q 
1 1, 472, 489 

1 370, 642 
1 583,719 

61, 360, 789 
12,928,751 

1 30, Oil , 116 
1 60,133, 606 

' 8,242,026 
13, 928, 183 

262, 142 
8, 621, 600 

• 7,166, 235 

1932 

48,988,078 
15,371,811 

1 31,292.073 
1 46,030,276 

1 5. 887, 201 
15,361,493 
2,056,401 
9. 649.672 

1 5, 328,095 

2, 302, 711 
I 2, 443, 060 
1 5,319.043 
1 4.094, 330 
1 2, 364, 825 
1 1, 433, 31Q 
1 1, 472, 489 

1 370, 642 
1 583,719 

61, 360, 789 
12,928,751 

1 30, Oil , 116 
1 60,133, 606 

' 8,242,026 
13, 928, 183 

262, 142 
8, 621, 600 

• 7,166, 235 

1633 

48,988,078 
15,371,811 

1 31,292.073 
1 46,030,276 

1 5. 887, 201 
15,361,493 
2,056,401 
9. 649.672 

1 5, 328,095 

2, 302, 711 
I 2, 443, 060 
1 5,319.043 
1 4.094, 330 
1 2, 364, 825 
1 1, 433, 31Q 
1 1, 472, 489 

1 370, 642 
1 583,719 

61, 360, 789 
12,928,751 

1 30, Oil , 116 
1 60,133, 606 

' 8,242,026 
13, 928, 183 

262, 142 
8, 621, 600 

• 7,166, 235 

48,988,078 
15,371,811 

1 31,292.073 
1 46,030,276 

1 5. 887, 201 
15,361,493 
2,056,401 
9. 649.672 

1 5, 328,095 

2, 302, 711 
I 2, 443, 060 
1 5,319.043 
1 4.094, 330 
1 2, 364, 825 
1 1, 433, 31Q 
1 1, 472, 489 

1 370, 642 
1 583,719 

61, 360, 789 
12,928,751 

1 30, Oil , 116 
1 60,133, 606 

' 8,242,026 
13, 928, 183 

262, 142 
8, 621, 600 

• 7,166, 235 

1935. 

48,988,078 
15,371,811 

1 31,292.073 
1 46,030,276 

1 5. 887, 201 
15,361,493 
2,056,401 
9. 649.672 

1 5, 328,095 

2, 302, 711 
I 2, 443, 060 
1 5,319.043 
1 4.094, 330 
1 2, 364, 825 
1 1, 433, 31Q 
1 1, 472, 489 

1 370, 642 
1 583,719 

1 321, 770 
1 657, 470 

1 1, 254, 421 

61, 360, 789 
12,928,751 

1 30, Oil , 116 
1 60,133, 606 

' 8,242,026 
13, 928, 183 

262, 142 
8, 621, 600 

• 7,166, 235 
1936. 

48,988,078 
15,371,811 

1 31,292.073 
1 46,030,276 

1 5. 887, 201 
15,361,493 
2,056,401 
9. 649.672 

1 5, 328,095 

2, 302, 711 
I 2, 443, 060 
1 5,319.043 
1 4.094, 330 
1 2, 364, 825 
1 1, 433, 31Q 
1 1, 472, 489 

1 370, 642 
1 583,719 

1 321, 770 
1 657, 470 

1 1, 254, 421 

61, 360, 789 
12,928,751 

1 30, Oil , 116 
1 60,133, 606 

' 8,242,026 
13, 928, 183 

262, 142 
8, 621, 600 

• 7,166, 235 1937. 

48,988,078 
15,371,811 

1 31,292.073 
1 46,030,276 

1 5. 887, 201 
15,361,493 
2,056,401 
9. 649.672 

1 5, 328,095 

2, 302, 711 
I 2, 443, 060 
1 5,319.043 
1 4.094, 330 
1 2, 364, 825 
1 1, 433, 31Q 
1 1, 472, 489 

1 370, 642 
1 583,719 

1 321, 770 
1 657, 470 

1 1, 254, 421 

61, 360, 789 
12,928,751 

1 30, Oil , 116 
1 60,133, 606 

' 8,242,026 
13, 928, 183 

262, 142 
8, 621, 600 

• 7,166, 235 

To ta l _. 

48,988,078 
15,371,811 

1 31,292.073 
1 46,030,276 

1 5. 887, 201 
15,361,493 
2,056,401 
9. 649.672 

1 5, 328,095 

2, 302, 711 
I 2, 443, 060 
1 5,319.043 
1 4.094, 330 
1 2, 364, 825 
1 1, 433, 31Q 
1 1, 472, 489 

1 370, 642 
1 583,719 

1 321, 770 
1 657, 470 

1 1, 254, 421 

61, 360, 789 
12,928,751 

1 30, Oil , 116 
1 60,133, 606 

' 8,242,026 
13, 928, 183 

262, 142 
8, 621, 600 

• 7,166, 235 

To ta l _. 2,880,810 1 15,708,607 I 2, 233,661 1 15.061,458 

' Loss, 

The number of Ford motor veMcles sold were previously stated m 
tabular statements presented in the text, as also were the amoimts 
shown as net sales and as profits or losses. 

A feature of the foregoing table is the decline in the v̂ olume of 
bushiess after 1929 and through the years of severest depression, 
together -with the decline in the reoeijits from sales and in the iirofits, 
the latter turning into large losses during the period 1931-33. An
other feature of the table is the fact that the manufacture and sale of 
LincoM automobiles was almost consistently carried on at a loss—a 
loss in everj'- year except 1929 and an aggregate loss of nearly $15,709,-
000 over the whole 9-year period. The sales of Lmcoln-Zepliyrs 
were also effected at a loss durmg each of the 3 years in which that 
make of car was manufactured—the loss for the entire 3 years amount
ing nearly to $2,234,000. The net result for the 9 years in the sale 
of Ford motor vehicles was a profit a little under $2,881,000. The 
losses on Lincolns and LhicoM-Zephyrs resulted in a net loss in the 
domestic sales of aU motor vehicles amoimting to more than 
$15,061,000. 

Write-U2) of assets on May 1, 1920.—Preparatory to presentation 
and discussion of the consolidated balance sheets of Ford Motor 
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Co., of Delaware, and the Lincoln Motor Co., as of December 31 
of the years 1926 to 1937, inclusive, i t is deshable to deal with the 
adjustment that was made at the begmnmg of the Mstory of the 
enterprise under the name of Ford Motor Co., of Delaware, resulting 
from the large amount of funds paid m reacquisition and rethement 
of the stock of the old Ford Motor Co. held by the minority stock
holders. 

"With reference to the cost of that mmority stock, and to the adjust
ments to be made in the accounts of the new company, the foUowing 
statement was found in the records of the Ford Motor Co., of MicMgan. 

Statement showing elements making up cost of stock of Ford Motor Co. (^Michigan) 
acquired from minority interests 

Item 

(1) 

Amount 

(2) 

Total 

(3) 

Total cost of stock acquired from minority interests 
Deduct pajmients for commissions and sundry organization expenses 

Payment for i l ^ i percent of tangible property and goodwill of Ford 
Motor Co, (Michigan).. 

Represented by— 
Par value of stock acquired 
Boole value of minority surplus (see schedule I) 
Surplus arising through appreciation of assets and creation of in

tangible values (see schedule I I ) 

1 $107,079,223,40 
1,268,328,83 

$830,000.00 
71,033,837.43 

33,967,057.14 

105, 820, 894. 57 

105,820,894.57 

1 The cost of this stock as sho-wn in sec. 2 above -was $107,094,677.77, or $16,454.37 more than the amount 
shown in this statement. The difference is probably due to tlie assignment to the cost ol minority stock 
of all of the fees paid in connection -with the organization of Ford Motor Co., of Michigan, and the acquisi
tion of the capital stock of the old company, wliereas the company a.ssigned only a part of those fees aud 
expenses to tlie cost of the stock acquired from the minority interests. 

In other words, the management of Ford Motor Co. figured that i t 
had paid mmority stockholders $33,957,057.14 more than the book 
value of these 8,300 shares at the time of their acquisition and, appar
ently, i t felt that adjustments had to be made in the accoimts of the 
new company in order to meet this fact. 

Pursuant to this idea, a revaluation of the assets of the old Ford 
Motor Co. ŵ as made as of June 30, 1919, in such manner that 4lK 
percent of the net increase in the valuation of assets would amomit to 
$33,957,057.14. Then adjustments were inade m the valuations of 
certain assets and in the amounts of depreciation and depletion re
serves pertaining thereto so as to effect a net write-up of $32,730,862,17. 
TMs was distributed in the following manner: 
Increase in gross valuation of land, buildings, and equipment-_ $17, 691, 242. 36 
Less increase in depreciation reserves 5, 764, 505. 1̂2 

Net increase 11, 926, 736, 94 
Valuation placed on goodwill 21, 262, 833. 40 

Total 33, 189, 570. 34 
Less -write-do-wn in valuation of bonds 458, 70S. 17 

Net wi-ite-up 32, 730, 862. 17 

This net write-up was credited to surplus. Then there was de
ducted from surplus, the amount of $106,264,677.77, wlhch was the 
amount of the excess of the total cost of acquirmg all 20,000 shares of 
the old Ford Motor Co. from all stockholders, including the stock 
acquhed from members of the Ford family. 
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I t wdll be observed that the eft'ect of the write-up in the valuation 
of the company's assets was practically to reserve on the books of the 
new coinpany the amoimt of surplus "that had accrued on the 11,700 
shares of capital stock of the old company that were held by the Ford 
family. 

At the end of 1920, $744,847.58 of the goodwiU was written off and 
deducted from surplus. The remaming $20,517,985.82 of goodwiU 

•was written oft' to surplus on October 31, 1925. 
Later adjustments of the valuations of land, buildings, and equip

ment reduced the amount of this write-up as of May 1, 1920, to 
$17,038,471.74. Later write-offs for retirements and sales of these 
written-up assets during the period from January 1, 1921, to September 
20, 1926, reduced this write-up by $3,131,953.99. There were further 
adjustments; and, on December 31, 1936, thereniaiiiing $14,684,529.07 
was written off to surplus, the appreciated valuation having been 
disallowed by the United States Treasury Department. 

Consolidated balomce sheets of Ford Motor Co. and Lincoln Motor Co.', 
1926-37.—Table 68 presents the consohdated balance .sheets of Ford 
Motor Co., of Delaware, and Lincoln Motor Co,, of Michigan, as of 
December 31 of the years 1926 to 1937, inclusive. 



TABLE 68.—Ford Motor Co. and Lincoln Motor Co. comparative consolidated balance sheets as adjusted for years ending Dec. 31 

1926 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 

ASSETS 

Cash on hand and in banks. . 
Securities: 

U . S. Goverument 
Other 

Notes receivable 
Accounts receivable 
Interest receivable 
Inventories: Freight, etc 
Investments; 

.affi l iated companies 
Miscellaneous 

Land, plants, and property 
accounts _ 

Prepaid expenses 

$246, 209, 010 

24, 

407 

765, 078 
750 000 
276, 724 
614, 423 
308, 741 
829, 763 

425, 6,43 
142, 200 

013, 656 
660 903 

$245, 403,088 

66,792, 373 
4, ,500,000 

32, 646 
17, 030, 690 
1.062, 738 

76, 003,142 

24,907. 309 
143,700 

445,172, 875 
898.739 

$161, 068, 777 

24,767.092 
0,250,000 
3. 050. 646 

31, 159.99: 
616,050 

106. 865, 460 

25,375, 533 
2, 397, 955 

462, 304, 005 
1,00,5,793 

$145, 414, 624 

102,448, OSO 
4,559,752 
2,111,785 

38, 580, 269 
635,411 

121, 345, 606 

41,759,119 
139, 350 

46'), 657 971 
2. 054, 558 

$146,979, 356 

130. 52,5. 015 
4.914.071 
3. 096, 270 

36, 500, 369 
713, 432 

115, 677,; -

45,383,790 
139,201 

474, 837. 303 
2,112,333 

$116, 830,182 

128,458, 799 
3, 631, 341 
6, 694, 872 

37, 954, 544 
708, 742 

08, 359, 832 

63,8,63 887 
100, 201 

489, 607, 957 
1, 9/6. 787 

$49,003, 774 

125, 720,088 
3,077, \';7 

10,930, 260 
36, 624, 190 

497, 994 
60, 578, 273 

63,632.588 
100, 201 

491,754,111 
5, 912, 642 

$112, 679, 279 

74, 722, sis 
7,269,950 

10 036, 620 
76,431,336 
1,106,090 

50,344,392 

43,053, 489 
5, 627, 688 

476, 877, 191 
6,241,065 

$122,826,977 

90. 776.975 
12,043,156 

998, 654 
69,672.841 

880. 837 
65, 070, 784 

46,146. 088 
7,108,999 

476,271,753 
4,152,553 

$137, 024,960 

82, 026, 814 
8, 851, 226 
2, 961,304 

79,059, 959 
049, 998 

70, 603,363 

48, 084,937 
7, 036, 515 

487, 698, 252 
3,132, 333 

$163,167,290 

65,661,0.71 
5, 569,357. 
3, 843,416 

76, 84(1, 936 
312, 683 

97, 668, 331 

50,979,056 
6,695,012 

468, 506, 227 
2, 443, 470 

$119, 845, 220 

40, 517, 843 
5, 211, 568 
3, 877,113 

78, 276,648 
195, 462 

139, 010, 057 

50,989,057 
6, 448, 610 

485,251,268 
3, 677, 380 

To t a l assets. 898.896,071 872, 707, 305 825 951, 362 925, 012, 419 960.1 , 508 918,177,144 847, 831, 257 864, 389,318 895, 949, 517 927,039, 661 940,686,755 933, 200,126 

LIABaiTlES 

Accounts payable. . 
Employees investment 
Accrued pay rolls and sal

aries .„_ 
Accrued income taxes 
Accrued other taxes __ 
Accrued e.xpenses 
Accrued interest on em

ployee's investments 
Advert is ing f u n d 
Reserves: 

Gash discount 
Depreciation and deple

t ion 
Insurance 
Patents. 
Sundry 
Repairs 

Surplus. 
Capital stock: 

Common class A . 
Common class B 

22. 994,379 
23,060, 527 

1,837,729 
11, 674, 910 
3, 635, 981 
1, 804, 982 

6, 334 
52, 368 

21, 640, 852 
22, 486, 92' 

3, 771, 743 
4, 310,128 
4,060 8-27 
1,148, 854 

38, 433, 878 
22, 458, 411 

5, 311, 908 
1,888, 384 
2,960,181 

646, 376 

34, 800, 414 
21,141,982 

4,000,790 
2, 546. 397 
3, 238, 685 

977, 216 

26,728, 627 
19,602,691 

2,004, 405 
4, 208, 337 
3, 731,678 

061,138 

20.784,075 
18,041,212 

2, 452, 988 
2, 724, 464 
3, 302, 583 

527, 334 

17, 839, 474 
12,160,f 

1,181,950 
1,122, 499 
2, 977, 931 

381,116 

30,985,669 
7,343,649 

1, 438, 963 
1,128, 816 
2,872,113 

438,012 

41,489,270 
7,779,120 

2,993,888 
2, 789, 275 
2, 780,190 

356,702 

61,068,369 
9, 682,143 

2, 657, 061 
2, 666,895 
2, 709,963 

351, 627 

74,027,919 
11,892,812 

4,197, 411 
4, 228, 604 
2,614,800 

532, 569 

57, 063,090 
14.663, 444 

3,016,750 
283, 689 

2, 635, 462 
564,196 

117, 204, 259 
94, 361 

134, 883, 642 
128, 984 

144,720, 514 
184, 722 

218, 666 

698"987i^07, 

17, 264, 600 

194, 406 

062,"3ii,"442 

17, 264, 600 

3,164 

'592,"674,'3i4 

17,264, 500 

158,660,083 
126, 668 
148, 302 

11,364 
341, 662 

682,354, 367 

17, 264, 500 

169, 480,199 
222, 525 
142, 840 
04,108 
441,960 

717, 265,640 

17, 204, 600 

183,034,039 
275,989 
139,766 
57, 340 

491, 283 
609,081, 571 

17, 264, 500 

195,168, 750 
326, 802 
139, 306 
66,125 

498, 6f.9 
598,703,455 

17, 264, 500 

209, 373, 386 
394, 827 
137,820 
61,313 

539,446 
692,410, 804 

17, 204, SOO 

39,110 

223, 618, 409 
426,049 
137,614 
688, 567 

63, 085 

227,140, 603 
522, 801 
137, 603 
900, 044 

83,063 

220, 769, 000 
697 1 ' 
135,809 

5,170, 429 

80, 922 

230, 603, 203 
636, 360 
129, 274 

2,132,456 

595,087,817 

16, 401,275 
863, 225 

602, 074, 667 

16, 401, 275 
863, 225 

599,072,781 

16, 401, 275 
863, 225 

604,227,791 

16,401,275 
863,225 

Tota l liabilit ies. . 898,896,071 872, 707, 305 825, 951, 352' 925, 012, 419 960, 878, 608 918,177,144 847, 831, 257 864,389,318 895, 949, 517 927,039, 061 940,586,755 933, 200,126 
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The consolidated balance sheets of Ford Motor Co, and Lincoln 
Motor Co. as of the ends of the years 1926 to 1937, mclusive, shown in 
the above table, present certam strildng features. • The fiist feature 
that attracts attention is the relatively very large amount of the cash 
balance at the end of each year. Commencmg with a balance of more 
than $246,200,000 at the end of 1926, the amount of the cash balance 
dimhushed during succeeding years up to the depth of the industrial 
depression. But the cash balance of more than $49,000,000 at the end 
of 1932 was not small. With the partial recovery from industrial 
depression, durmg the ensuhig years, the cash balance again mounted, 
so that i t was nearly $163,200,000 at the end of 1936. Coupled wdth 
the company's operating losses in 1937 and the continuance of cash 
dividends hi that year, the cash balance was again reduced, but stiU 
exceeded $119,800,000 at the end of 1937. 

Anot.her strildng feature is the amount of investment securities that 
was owned hy Ford Motor Co, on each balance-sheet .da.te. These 
investments exceeded $98,500,000 at the end of 1926. Concurrent 
-ndth the reconstruction operations carried on in 1927 and wdth the large 
operating loss that wa.s incurred in 1928, the amount of investment 
securities feU to a little less than $61,300,000 by the end of 1927, and to 
a little more than $31,000,000 by the end of 1928. . Dinmg the ensuing 
2 years, in which the company's business ŵ as conducted- profitably, 
the amount of these investments increased to more than $135,400,000. 
They dechned in amount durmg the 3 years of severest depression, 
but even at the end of 1933, they amounted to almost $82,000,000. 
These investments reached a new maximum of nearly $103,000,000 by 
the end of 1934. They dhninished year by year thereafter; but at 
the end of 1937 they stiU exceeded $45,700,000". 

These large cash balances and these large'amoimts of funds repre-
represented m holdings of investment securities reflect the Ford policy 
of mamtainmg at all times a large balance of cash and other liquid 
capital, so as to free the management of the company from those 
restrictions to wMch i t woidd be subject, if i t had to depend upon 
bank borro-wmgs and excursions into the securities market for the pur
pose of raismg fimds with w^Mch to carry on expansions of facUities, 
reconstructions, and to give effect to other policies. I t will be ob
served, as another striking feature, that these balance sheets do not 
display, among the liabilities, either bonded debt or debts hi the form 
of bank loans. 

|S '. Coming to the item of land, plants, and properties, the gross valua
tions of these fiixed assets mcreased from a little over $407,000,000 at 
the end of 1926 to a little more than $491,7.54,000 for the end of 1932. 
The gross investment in these assets fiuctuated during the remainder of 
the period, declmmg m 1933 and 1934, rismg agam m 1935, declimng 
again m 1936, and increasing once more in 1937—the amoimt at the 
end of the last-named year exceeding $485,251,000. 

The valuations just spoken of for land, plants, and properties, w êre 
gross. They w'cre largely oft'set at each balance-sheet date by the 
pro-vision standing m the accoimts for depreciation and depletion. A t 
the end of 1926, these reserves aggregated more than $117,264,000, or 
more than 28 percent of the gross value of the assets. A t the end of 
1932, when the gross value of these fixed assets was at its maximum of 
more than $491,754,000, the depreciation and depletion reserve was 
nearly $195,169,000, or approximately 40 percent. Although the 
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gross investment in these fixed assets declhied on the whole during the 
remaining j^ears of the period under review, the depreciation and 
depletion reserves increased year by year, except for a reduction in 
1936; and at the end of 1937, they amounted to more than $230,500,000, '[ 
or a little less than one-half the gross investment in these fixed assets. 

Thus, w^hile the maximum gross investment in land, plants, and j 
propertj^ accomits was attained m 1932, the ma.ximum net investment, 
after deduction of the depreciation and depletion reserves, was j 
attained in 1928, at Avliich time i t amoimted to approximately 
$317,578,000. The net investment declhied almost continuously j 
thereafter mit i l the end of 1934, at which time i t a.mounted to $252,- | 
653,000, The net investment fiuctuated thereafter; and on December 
31, 1937, i t amounted to a httle more than $254,748,000. 

A stateinent was made that the reconstruction of tbe factories of 
Ford A-Iotor Co. in 1927, preparatory to brmgmg out model A, cost the 
coinpany approximately $100,000,000. I n connection wdth that state
ment, i t is interesting- to note that the gross investment of the company i 
in land, plants, and property accoimts increased during 1927 only little 
more than $38,100,000, and that the net investment, as reflected in 
the company's consolidated balance sheets, increased from a little 
more than $289,749,000 to a httle more than $310,289,000, or approxd-
mately $20,540,000. The difference between these increases and the 
stated $100,000,000 is not represented m deductions from surplus; and 
the company's charges to operating costs for repairs to plants and for 
depreciation do not account for the chft'erence. However, i t is noted 
that from the end of 1924 to the end of 1927, a period during wliich 
the sales of old model T were falling oft", so that additional plant was 
not needed for the production of the old model, the gross value of the 
companj'^'s mvestment in land, buildings, and property accoimts 
mcreased more than $117,089,000. I t is therefore inferred that the 
reconstruction preparatory to the abandonm_eiit of model T and the 
bringing out of model A commenced earlier and was carried on durhig 
1925 and 1926, and was only completed in 1927. 

Another feature of balance sheets presented in table 68 above, is the 
item among the liabilities entitled "Employees' investment." This 
source of capital funds employed in the busmess of Ford Motor Co., ^ 
or in its outside investments^ amounted to more than $23,000,000 at 
the end of 1926. I t declined in amount year by year therea.fter, falling 
rapidly during the depression; and at the end of 1933, i t amounted 
only to a little less than $7,344,000, or less than one-third of what i t 
was at the beginning of the period under review. I t increased in 
amount year by year thereafter; and i t amounted to a little more than 
$14,663,000 at the end of 1937. During this ll-year period. Ford 
Motor Co. paid to the employees contributing these funds regular 
interest amounting to $9,678,108,05; and i t paid them additional 
"special returns" aggregating $4,389,230.38—making a total of 
regular interest and special returns during the ll-year period amount
ing to $14,067,338.43, 

The balance sheets show-n m table 68 above also show investments 
in aifiliated companies amounting to $24,425,643 at the end of 1926, 
and increasing to a maximum of $63,853,887 at the end of 1931, 
declining thereafter, and amounting to $50,989,057 at the end of 1937, 
The balance sheet also shows miscellaneous investments rangirg in 
amount from $142,200 in 1926 to a maximum of nearly $7,109,000 
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at the end of 1934 and declining to $6,448,610 at the end of 1937. 
Followdng is a list of the principal investments of Ford Motor Co. at 
the end of 1937: 
Ford Motor Co,, Ltd 5>19, 984, 000 
-Ford Motor Co, of Co]o«;ne 7, 914, 600 
Ford Motor Co. of Japan 3, 873, 200 
Ford Motor Co, of Canada, Ltd 4, 758, 100 
Fordson Coal Co 14, 771, 700 

" Ford.'̂ on Finance Co,, ,Lapan :. . 898, 125 
Compania Ford Indu.strial do Brasil 956, 900 
Terrenes v Faetorifis S/A (Mexico CitjO 693, 100 
Fords S. A, F, "Asmieres" , 714, SOO 
Hamilton & Rossville Hydraulic Co 629, 000 
Detroit Trust Co 471, 000 
Univer.'ial Dealers Co 400, 000 
Miami Farms 358,000 

Total - 56,422,525 

I t will be observed that Ford Motor Co. had subsidiaries bearing 
its o-v\m name in England (Ford Motor Co., Ltd,), France, Japan, and 
Canada. I t also had industrial subsidiaries in Mexico and BrazU. 
Apparently, sales to dealers in Japan and to the customers of these 
dealers were assisted by a subsidiary finance company, Fordson 
Finance Co., Japan. Pord Motor Co. assured itself of full supplies 
by investments in coal properties, ownership or control of which was 
vested in Fordson Coal Co. The banking crisis of the earty part of 
1933 is refiected by an investment of Ford Motor Co. in the stock of 
Detroit Trust Co. to the extent of approximate^ $471,000. The 
company also had interests in other banks that felt the pressure of 
that situation, but the other investments were largely written off to 
profit and loss. 

Universal Credit Corporation, experiment in finance.—During the 
11-year period under review- in the table of balance sheets presented 
above, Ford-Motor Co. had interests in numerous other corporations, 
some of which were sold, some of which were written ofl' to profit and 
loss. One of these interests merits special attention. That w"as the 
creation of Universal Credit Corporation, 

In 1919, there ŵ as organized General Motors Acceptance Corpora
tion as a finance company to facUitate the sales of General Motors 
products by financing dealers' time sales of these products and by 
financing the wholesale purchases of them from the factories of General 
Motors Corporation. Later, the Studebaker Corporation entered into 
a contractual relationship with Commercial Investment Trust Cor
poration for the purpose of financing and facilitating export sales. 
Also, the Chrysler Corporation entered into a relationship with 
Commereial Credit Co. for the purpose of rendering special financial 
service in connection with the time sales of Chrysler products hy deal
ers and in connection with dealers' purchases of those products from 
the Cbrysler factories. In 1928, the management of Ford Motor Co. 
decided to form a finance company for the ]3urpose of rendering similar 
service to Ford dealers. I t was stated that a specific purpose in the 
formation of this finance company was that of determining a yard
stick in the financing of sales of the products of Ford Motor Co. 

Commencing wdth an investment of $75,100 in the stock of Uni
versal Credit Corporation on AprU 9, 1928, this investment was built 
up rapidly as follows: A further investment of $675,000 on May 8, an 
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investment of $500,000 on September 6, a further investment of 
$1,000,000 at the end of September 1928, investments in 1929 of 
$1,000,000 each on January 3, Februai-y 1, March 1, March 29, ';: i | 
May 3, June 4, and June 24. There was another investment of 
$500,000 on June 26 foUowed by inve^stments of $1,000,000 each on 
June 28, Jul}'̂  30, August 30, September 3, September 17, September 24, 
September 27, October 8, October 29, November 15, and November 20. 

Thus, up to the end of 1929, the mvestment by Ford Motor Co. i n 
the stock of Universal Credit Corporation had been built up to 
$20,750,100, This finance coinpany operated under Ford manage
ment from the time of its hiceiition in the spring of 1928 until thê  
end of May 1933. 

Earlj- in May 1933, Ford Motor Co, entered mto negotiations wdth 
Commercial Investment Trust Corporation for the purpose of sellhig-
the former's holdmgs in Umversal Credit Corporation to the latter, 
and of determining the price at w-Mch the sales should be effected. 
On May 15, 1933, Ford Motor Co, made a further investment in 
common stock of Universal Credit Corporation, purchasing 7,499 
shares at a cost of $1,124,850, Probably these shares w-ere acquhed 
from other holders of the stock of tMs finance company, and were 
acquired pursuant to the arrangements made wdth Commercial Invest
ment Trust Corporation. TMs acqiusition brought the total invest
ment by Ford Motor Co, in the stock of tins finance company up to 
$21,874,950, 

The contract wdth Commercial Investment Trust Corporation pro
vided that Ford Motor Co. w-ould cause Universal Credit Corporation 
to take such prelimmary action by its directors and stockholders as 
might be requested by Commercial Investment Trust Corporation to 
expedite the reduction of the capital of the fhiance company to 
$14,500,000 and the reclassification of its oapital stock so as to consist 
of 135,000 shares of 7-percent cumulative preferred stock of par value 
of $100 each and 20,000 shares of common stock -wdthout par value. 
The agreement also provided that the amount of the phrchase price 
paj^able by Commercial Investment Trust Corporation should be 
$15,500,000, -which was to be the book value of the stock after giving 
eft'ect to certa.in adjustments and actions. An important action to 
be taken was that, after distribution by Universal Creclit Corporation 
to Ford Motor Co. of the accrued dividend to AprU 15, 1933, on its 
preferred stock, there should be a further distribution by the finance 
company to Ford Motor Co. of such an amount as should be necessary 
to brmg the book value of the finance company's stock down to 
$15,500,000. 

I n this sa,le Ford Motor Co. counted a profit of $7,837,825,31, a 
part of wMcli was a liquidating dividend by Universal Credit Corpora
tion amounting to $7,087,791.98. 

Investm-ent i n C. E. Johansson, Inc.—In view of statements made 
by W, J. Cameron, of the staff of Ford Motor Co., m certahi of Ms 
Ford Sunday Evenmg Hour Talks, relative to the use m the factories 
of Ford Motor Co. of appro.ximateiy 36,000 precision gages controlled 
by Johansson master precision gages that are accurate in their meas
urements to a millionth part of an inch, the mvestment by Ford 
Motor Co. in the stock of C. E. Johansson, I n c , is interesting. 

On October 1, 1923, Ford Motor Co. acquired 6,107 shares, and on 
June 30 of the next year i t acquired an additional 500 shares of -. the 
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capital stock of C. E. Johansson, Inc. The par value of this stock 
was $660,700; and the cost of it to Ford Motor Co., paid in cash, was 
$460,816.75. On November 30, 1928, the assets of tlus company 
were taken over by Ford Motor Co., and 6,097 shares were surrenclered 
to the subsidiary in part payment for these assets. The book value 
of the stock ŵ as w-ritten down to the extent of $459,816,75, of wMch 
$206,678.80 was charged to accounts receivable and the remaining 
$253,137.95 was deducted from surplus. 

This left Ford Motor Co, holdmg 510 shares of C, E, Johansson, 
Inc., wdth a par value of $51,000 and a book value of $1,000 on April 
30, 1932, This $1,000 was written off and charged to the open ac
count of C, E. Johansson, Inc., in the dissolution of that company. 

I t is said that C. E. Johansson, Inc., manufactured precision gages 
not only for the use of Ford Motor Co. but for other customers as well. 

Consolidated im.come statements of Ford Motor Co. and suhsidiaries 
Jrom 1927 to 1937.—Table 69 presents the consolidated and adjusted, 
income statements of Ford Motor Co. and its subsidiaries for the 
years 1927 to 1937, respectively. 

TABLE 69,—Ford Motor Co. and Lincoln Motor Co, consolidated and adjusted com
parative profit and loss statem.ent for years 1927 io 1-937, inclusive 

1927 1928 1920 1930 1931 1932 

Ne t sales of manulactuied 
products . 

Factory cost of sales 

Gross prof i t or loss 
Commercial, general, and 

administrative expense.. 

Ne t profi t or loss on man
ufactured products sold. 

Miscellaneous earnings 

Net prof i t or loss f rom 
motor-vehicle business.. 

Income f rom outside invest
ments 

Ne t proBt or loss f r o m 
total business.. 

Interest on borrowed funds.-

Ne t prof i t or loss before 
profusion for Pederal 
income tax 

Federal income tax 

Ne t prof i t or loss after 
provision for Federal 
income tax,. 

$355, 975, 669 
367,883,337 

$561, 710, 332 
598, 861, 038 

$1, 144, 688, 097 
1, 021,105, 652 

$873,515, 070 
798, 502,805 

*160, 069, 223 
467, ,536, 833 

$254, 680, 008 
306,31,5, 241 

Ne t sales of manulactuied 
products . 

Factory cost of sales 

Gross prof i t or loss 
Commercial, general, and 

administrative expense.. 

Ne t profi t or loss on man
ufactured products sold. 

Miscellaneous earnings 

Net prof i t or loss f rom 
motor-vehicle business.. 

Income f rom outside invest
ments 

Ne t proBt or loss f r o m 
total business.. 

Interest on borrowed funds.-

Ne t prof i t or loss before 
profusion for Pederal 
income tax 

Federal income tax 

Ne t prof i t or loss after 
provision for Federal 
income tax,. 

1 11,907,668 

29, 246, 604 

1 47, 151, 606 

32, 472, 623 

123, 582, 445 

39, 488,101 

75,012, 265 

46,782,672 

1 7, 407, 610 

41, 143, 479 

1 51, 035, 233 

28,718,375 

Ne t sales of manulactuied 
products . 

Factory cost of sales 

Gross prof i t or loss 
Commercial, general, and 

administrative expense.. 

Ne t profi t or loss on man
ufactured products sold. 

Miscellaneous earnings 

Net prof i t or loss f rom 
motor-vehicle business.. 

Income f rom outside invest
ments 

Ne t proBt or loss f r o m 
total business.. 

Interest on borrowed funds.-

Ne t prof i t or loss before 
profusion for Pederal 
income tax 

Federal income tax 

Ne t prof i t or loss after 
provision for Federal 
income tax,. 

1 41, 154,272 
9, 908, 699 

1 79, 624,129 
0, 825, 490 

84, 094, 344 
6, 097, 496 

28, 220, 593 
8, 999, 782 

• 48, 611,089 
7, 383, 598 

1 80, 353, 608 
5, 430, 738 

Ne t sales of manulactuied 
products . 

Factory cost of sales 

Gross prof i t or loss 
Commercial, general, and 

administrative expense.. 

Ne t profi t or loss on man
ufactured products sold. 

Miscellaneous earnings 

Net prof i t or loss f rom 
motor-vehicle business.. 

Income f rom outside invest
ments 

Ne t proBt or loss f r o m 
total business.. 

Interest on borrowed funds.-

Ne t prof i t or loss before 
profusion for Pederal 
income tax 

Federal income tax 

Ne t prof i t or loss after 
provision for Federal 
income tax,. 

1 31, 245, 673 

2, 294,008 

' 72, 798, 639 

3, 687, 279 

91,091,840 

2, 093, 042 

37, 229, 376 

6, 693, 332 

1 41, 2-27, 491 

5,129, 659 

1 74,872, 870 

4, 990, 622 

Ne t sales of manulactuied 
products . 

Factory cost of sales 

Gross prof i t or loss 
Commercial, general, and 

administrative expense.. 

Ne t profi t or loss on man
ufactured products sold. 

Miscellaneous earnings 

Net prof i t or loss f rom 
motor-vehicle business.. 

Income f rom outside invest
ments 

Ne t proBt or loss f r o m 
total business.. 

Interest on borrowed funds.-

Ne t prof i t or loss before 
profusion for Pederal 
income tax 

Federal income tax 

Ne t prof i t or loss after 
provision for Federal 
income tax,. 

1 23, 951, 565 
1, 275, 732 

1 69,111,360 
1, 277, 298 

93,184,882 
1, 298, 231 

42,922,707 
1, 197, 569 

1 30, 097, 832 
1, 083, 360 

• 09, 882, 248 
968,905 

Ne t sales of manulactuied 
products . 

Factory cost of sales 

Gross prof i t or loss 
Commercial, general, and 

administrative expense.. 

Ne t profi t or loss on man
ufactured products sold. 

Miscellaneous earnings 

Net prof i t or loss f rom 
motor-vehicle business.. 

Income f rom outside invest
ments 

Ne t proBt or loss f r o m 
total business.. 

Interest on borrowed funds.-

Ne t prof i t or loss before 
profusion for Pederal 
income tax 

Federal income tax 

Ne t prof i t or loss after 
provision for Federal 
income tax,. 

1 30, 227, 297 
219, 893 

1 70, 388, 658 
251, 970 

91, 886, 651 
355, 079 

41, 725, 148 
1, 729, 027 

1 37,181,192 1 70,851,153 

Ne t sales of manulactuied 
products . 

Factory cost of sales 

Gross prof i t or loss 
Commercial, general, and 

administrative expense.. 

Ne t profi t or loss on man
ufactured products sold. 

Miscellaneous earnings 

Net prof i t or loss f rom 
motor-vehicle business.. 

Income f rom outside invest
ments 

Ne t proBt or loss f r o m 
total business.. 

Interest on borrowed funds.-

Ne t prof i t or loss before 
profusion for Pederal 
income tax 

Federal income tax 

Ne t prof i t or loss after 
provision for Federal 
income tax,. 1 30, 447,190 1 70, 640, 628 91, 531, ,572 39, 996, 121 137,181,192 1 70,851,153 

1933 1934 1935 1930 1937 Average 

N e t sales of manufactured 

Factory cost of sales 

Gross profi t or loss . 
Commercial, general, and ad

ministrative expense 

Net prof i t or loss on man
ufactured products so ld . . . 

?*xi3Cclbncous earnings 

Ne t profit or l o ^ from motor-
vehicle business 

$297,140,871 
284, 458, 083 

.$,531,026,851 
477, 072, 787 

$834,403, 027 
781, 112, 267 

$760, 487,306 
695,191, 291 

$847, 492, 463 
700, 127, 955 

$628,380, 602 
598, 924, 381 

N e t sales of manufactured 

Factory cost of sales 

Gross profi t or loss . 
Commercial, general, and ad

ministrative expense 

Net prof i t or loss on man
ufactured products so ld . . . 

?*xi3Cclbncous earnings 

Ne t profit or l o ^ from motor-
vehicle business 

12, OSS, 788 

25,485, 727 

54, 864,004 

30. 924, 544 

63, 381, 360 

44,130, 804 

65, 290, 015 

4.5, 606,434 

57, 304, 508 

54, 790, 728 

29, 456, 121 

38,617,272 

N e t sales of manufactured 

Factory cost of sales 

Gross profi t or loss . 
Commercial, general, and ad

ministrative expense 

Net prof i t or loss on man
ufactured products so ld . . . 

?*xi3Cclbncous earnings 

Ne t profit or l o ^ from motor-
vehicle business 

1 12, 796, 939 
2, 376, 139 

17,929, 620 
1,397, 112 

9, 250, ,556 
1,036,391 

19, 689, 581 
1, 130,684 

1 

2, ,573, 7S0i 19,161,161 
1,250, rv23i 4,799,341 

N e t sales of manufactured 

Factory cost of sales 

Gross profi t or loss . 
Commercial, general, and ad

ministrative expense 

Net prof i t or loss on man
ufactured products so ld . . . 

?*xi3Cclbncous earnings 

Ne t profit or l o ^ from motor-
vehicle business 1 10,420, 800 19, 326, 032 10,286,947 20, 826, 265 I 

3, 824,4031 I 4, 361, 810 
1 Loss. 
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TABLE 69,—Ford Motor Co. and Lincoln Motor Co, consolidated and adjusted com

parative profit and loss statement for years 1927 to 1937, inclusive—Continued 

1933 1934 1036 1936 1937 Average 

Income f rom outside invest
m e n t s . . . . . 

Net prof i t or loss f r o m total 
business . . . 

Interest on borrowed f u n d s . . . 

Net profi t or loss before pro
vision for Federal income 
tax . . . . . . 

Federal income tax. 

Net profi t or loss after pro
vision for Federal income 

$2,953,099 ,$3, 971,011 $10, 119, 622 $4,321, 206 85,406,210 $4,605, 369 
Income f rom outside invest

m e n t s . . . . . 

Net prof i t or loss f r o m total 
business . . . 

Interest on borrowed f u n d s . . . 

Net profi t or loss before pro
vision for Federal income 
tax . . . . . . 

Federal income tax. 

Net profi t or loss after pro
vision for Federal income 

1 7, 467, 701 
421,017 

23, 297, 643 
293, 305 

20,406,469 
396, 161 

25,147, 531 
480, 473 

9, 230, 619 
695, 803 

243, 559 
844,349 

Income f rom outside invest
m e n t s . . . . . 

Net prof i t or loss f r o m total 
business . . . 

Interest on borrowed f u n d s . . . 

Net profi t or loss before pro
vision for Federal income 
tax . . . . . . 

Federal income tax. 

Net profi t or loss after pro
vision for Federal income 

• 7, 888, 718 23,004,338 
I , 642, 220 

20,010,318 
1, 436, 514 

24, 667, 058 
3, 203, 529 

8, 634, 816 
416,032 

1 000,790 
841,297 

Income f rom outside invest
m e n t s . . . . . 

Net prof i t or loss f r o m total 
business . . . 

Interest on borrowed f u n d s . . . 

Net profi t or loss before pro
vision for Federal income 
tax . . . . . . 

Federal income tax. 

Net profi t or loss after pro
vision for Federal income 

1 7, 888,718 21, 362,118 IS, 573, 804 21, 403, 529 8, 218, 784 11,442, 087 

1 Loss. 

Much of tbe data appearing in the foregoing table were presented 
hi previous tables ancl discussions, particularly the amounts sho-v\Ti 
as net sales of manufactured products, the factory cost of the products 
sold, the commercial, general, and admmistrative expenses, the net 
profit or loss on manufactured products sold, and the net profit or 
loss after provision for Federal income tax. Onlj^ three of the lines 
contained in the table need discussion in this connection. 

One of these lines is that showhig miscellaneous earnings. As 
shown in the table, these earnings amounted to nearly $9,909,000 in 
1927, the j'-ear in which the factories were largety idle during the 
process of reconstruction preparatory to bringhig out model A. These 
earnhigs dropped rather abruptly in 1928 to a little more than 
$6,825,000—the j-ear during which the company's cash balances were 
greatly diminished in conjunction wdth a loss of more than $79,624,000 
in the sale of manufactured products—but increased duriug the next 
2 years and amoimted to a little less than $9,000,000 in 1930. These 
miscellaneous earnings declmed rapiiUj- durhig the depression years 
and even after recoA^ery had commenced, so that they reached a 
mhiimum of a little more than $1,036,000 in 1935. They increased 
thereafter; and tbey amoimted to a little less than $1,251,000 in 1937. 

The main component of these miscellaneous earnings consisted of 
interest on bank deposits. This amounted to approximatelv 
$9,253,000 in 1927, was under $7,000,000 during 1928 and 1929, 
rebounded to nearly $8,400,000 in 1930, but declined rapidly there
after; amounting to nearly $7,237,000 in 1931, i t dropped to a lit t le 
more than $4,ll'l,000 in 1932, then to a little more than $943,000 in 
1933, aud to less than $209,000 in 1934. The amount of interest on 
bank deposits in 1937 was oiih^ $115,744. 

The second line meriting attention is tliat designated as income 
from outside investments, wdiich ranged from approximately $2,294,000 
in 1927 to a maximum of about $5,693,000 hi 1930. TMs income 
dechned greatly during tbe 3 years of intensifying industrial depression 
and amounted" to only a little more than $2,953,000 iu 1933. A new 
maximum of nearly $10,120,000 was attained in 1935, after which 
income .from-. this source again dropped abruptly and fluctuated 
betw-een appro.ximately $4,321,000 and $5,406,000. ' 

This income consisted of interest from investments in Government 
bonds, net rental income from properties not used in the business, 



664 FEDERAL TRADE COMMISSION 

and of mcome from dividends on stocks of subsidiary companies. 
During most of the years, interest on Government bonds and net 
rental from properties not used in the business constituted the 
prmcipal sources of income of this class. Among the subsidiaries. 
Ford Motor Co. of Yokohama was an important source of dividend 
hicome from 1928 to 1933, inclusive, and Ford Motor Co, of Japan 
was an important contributor thereafter. Dividends from Universal 
Credit Corporation contributed $268,208 during 1929, $1,325,290 
during 1930, $1,106,258 durmg 1931, $1,162,515 durhig 1932, and 
$625,008 during the first 5 months of 1933, The principal reasons 
for the large increase in income from this source during 1935 con
sisted of a dividend of $4,750,000 from Ford Motor Co. Export, Inc., 
a dividend of $1,028,810 from Ford Motor Co. of England, and an 
mcrease in the dividend from Ford Motor Co. of Japan a,mounting to 
nearly $1,353,000. The dividend from Ford Motor Co. Export, Inc., 
in 1936, w-as only $437,500; and the dividend from the Japanese sub-
sidiarj'- was a httle under $646,000. The decreases in these dividends 
accounted m large part for tbe drop in income from outisde invest
ments from a little under $10,120,000 in 1935 to a little more than 
$4,321,000 m 1936. 

The third line meriting attention is that indicated as interest on 
borrowed funds. As stated in the discussion of the balance sheets 
presented in table 68 above, Ford Motor Co. had no funded debt 
during the period under re-vdew; and the balance sheets at the end of 
the year disclosed no indebtedness in the form of banlc loans. The 
only interest-bearhig debt shown hi the balance sheets were the 
amounts shown as employees' investments. The amounts showm in 
the above table as interest on borrow-ed funds were less in each year 
than the total amoimt of interest and special return paid by Ford 
Motor Co. to the employees on these employees' investments. The 
interest paid on the employees' investments were paid at a guaranteed 
rate; the amounts paid as special returns w êre based upon the net 
profits of the company, and were appropriated from the net profit 
rather than being charged to interest expense. 

SECTION 4. W A G E AND PERSONNEL POLICY AND PRACTICES 

Introduction.—In the discussion of the consolidated balance sheets 
of Ford Motor Co. and its subsidiaries, presented in section 3 of tMs 
chapter, i t was shown that the principal, if not the only, source of 
borrow^ed funds employed in the business of the company consisted 
of the employees' investment. This is one feature in the company's 
policy and practice -with reference to its employees; and i t brings up 
the subject of wage and personnel policies and practices of the Ford 
management. I t is said that tMs feature and the other features of 
the personnel policy and practices of the company are the result, in 
part, of Henry Ford's experience as an employee before he went into 
the busmess of manufacturing automobiles. 

Employees' investment.—Important features of the Ford investment 
plan are as follows: The plan, according to the company's statement, 
was created for the benefit of Ford employees. The company's 
pohcy is to supply complete information concerning the plan to all 
employees who are interested, but not to solicit employees for invest
ments. Each employee, except those hired temporarily, has the 
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privilege of makhig mvestments, or deposits, under the plan, but tMs 
is entirely optional with the employee. 

The operation of the investment plan is siimlar to the operation of 
sa\dngs accounts in a savmgs bank. The mvestment payments, or 
deposits, may be made by the employee only out of wages or salary 
received from the company. Money received by the employee as 
guaranteed interest on the investment, or as a special return thereon, 
or as a special bonus of aiij^ Idnd, or received from any outside source, 
may not be invested under tMs plan. Employees are aUowed to 
make investment payments not to exceed one-fourth of the wages or 
salaries received each pay day. Payments, or deposits, are per
mitted to be made on pay day or either of the 2 working days immedi
ately following pay day, although, if an employee is absent durmg 
such period for reasons that the company believes is beyond the 
employee's control, the time for making deposits may be extended. 
No return is allowed on deposits in excess of these hunts. 

Interest and special returns are paid on all fully paid-up amounts 
of $50, or multiples thereof, from the date the items are deposited to, 
but not includmg, the day on which they are refmided. A return is 
guaranteed at the rate of 4H percent per annum. In addition to the 
guaranteed return, special returns may be made by action of the 
boai'd of directors; and these special returns are considered as addi
tional compensations to the employees for ser-vices rendered. These 
guaranteed and these special returns, if any, are paid to the employees 
on items of $50 standing to the credit of the employee, and they 
are computed and paid semiannually for the periods beginning Jan
uary 1 and July 1, respectively, and ending June 30 and December 31, 
respectively. Items of $50, or multiples thereof, that were refimded 
between the dates of the regular senuannual payment periods are 
not included m the computation of any special return that is author
ized for the period but draw only the guaranteed return for the length 
of time wdtliin the period that tliej^ were invested. 

The company reserves the right to require 30 days' notice in writmg 
of an employee's mtention to -withdraw investments, but tins rule is 
not hivoked during a specific period unless ordered by the head office. 
Subject to tMs reservation, an employee may wdthdraw any invested 
money at any time. 

The rules of the company state that at the time employees are given 
leaves of absence, or laid off for reasons beyond their control, careful 
consideration is to be given to ascertain -whether the employees are 
expected to return to work shortly. If it is felt that they will return 
to work within 90 days, their investment accounts may be allowed 
to stand and to draw the guaranteed return, together with any special 
return authorized during the 90-day period. I f it is decided at any 
time before the 90 days have elapsed that the individual's services 
will not be required at the end of 90 days, the investment account 
is to be closed out immediately. If the employee has not returned 
to work at the end of 90 days, the investment account becomes pay
able immediately and ceases to share in any further return after that 
date. However, in the event of imusual circumstances, such as pro
longed illness, exception wdll be made to tMs general rule. When 
employment is terminated, the entire amoimt invested, -with the 
accrued return thereon, becomes payable immediately; and from the 

171233—39 44 
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date of terrmnation of employment the investment ceases to partici
pate in any subsequent guaranteed or special return. If an invest
ment accoimt has been refunded for any reason the amoimt wdth-
drawn cannot be redeposited. However, the employee may begin 
again as a new investor. 

In the case of a deceased employee with an investment account of 
not more than $100, the amount of the hivestment may be paid to the 
employee's widow; or if he leaves no widow or cMldren, the investment 
may be paid johitly to the father and mother or the surviving parent. 
In case of a deceased employee with an investment in excess of $100, 
the mvestment is paid, wdth the accrued return, to the administrator 
of the deceased employee's estate or to the executor of his wiU, upon 
presentation of a duly certified copj'' of authority from the court having 
jurisdiction in probate matters. 

I t wUl be seen from the above-stated provisions of this investment 
plan that the effect of large and prolonged la,y-offs of employees, such 
as occurred durmg the depression years of 1931 to 1934, hiclusive, is to 
cause payments of large amounts of these investments to the employees 
laid off. This accoimts, m part, for the rapid decrease in the amoimt 
of the employees' investment during that period. 

Table 70 show-s.the dates on which the guaranteed mterest and 
special returns were paid to the eniployi'ees participating in this plan 
from January 2, 1927, to July 1, 1937. 

TABLE 70.- -Return -paid io employees by Ford Motor Co. under investment plan, 
1927-37 

Date paid 

•1927: 
Jan. 2 . . 
Ju ly 1 . . 

1928: 
Jan. 2. . 
Ju ly 1 . . 

1929: 
Jan. 2. . 
Ju ly 1 . . 

1930: 
Jan, 2 . . 
Ju ly I . . 

1031: 
Jan. 2. . 
July 1 . 

1932: 
Jan. 2. . 
Ju ly 1 . . 

1033: 
Jan. 2 . . 
Ju ly 1 . 

1934: 
Jan. 2 . . 
Ju ly 1 . . 

1936: 
Jan. 2.. 
July 1. , 

1930: 
Jan. 2. . 
Ju ly 1 . . 

1937: 
Jan. 2. . 
Ju ly I . 

Tota l 

Interest 

$649, 
042, 

066, 
671, 

661, 
666, 

691 

683, 
536, 

507, 
538, 

441, 
257, 

166. 
160, 

163, 
178, 

197, 
217, 

240, 
271, 

109.96 
536.35 

749. 54 
806. 70 

595. 49 
735.10 

312. 08 
961.79 

926. 73 
228.29 

758.19 
176,16 

047. 46 
88,5.49 

058. 54 
621.02 

246. 69 
855. 46 

743. 85 
694. 96 

221. 27 
035. 86 

9, 678,108. 05 

.^jnouut paid i 

Special re turn 

$1,081,840,93 
428,357.57 

437,833.09 

393, 541,38 
789, 282, 40 

367,485. 53 

55. 052.85 
87,011.67 

90, 692. 69 
99, 304.14 

109,858. 80 
120,886.08 

186, 838. 77 
160, 575. 48 

4, 389, 230. 38 

Total 

$1,730, 
1, 070, 

1, 094, 
671, 

651. 
066, 

983, 
1,381, 

683, 
893, 

607, 
538, 

441, 
257, 

222, 
243, 

263, 
278, 

307, 
338, 

427, 
421, 

969, 88 
893. 92 

582. 73 
806. 70 

695.49 
735.10 

853. 46 
244.19 

926. 73 
713. 82 

758.19 
176.16 

047. 45 
886. 49 

611.39 
632. 69 

939. 38 
219.60 

004. 65 
481.03 

060. 04 
611.34 

14,067,338,43 

' Included in the amounts shown as paid ou the above dates arc minor items paid during tbe preceding 6 
months to employees who withdrew their entire balances. 
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The foregomg table shows that during this 11-j^ear period a total 
of $9,678,108,05 ŵ as paid to the Ford emploj'-ees as guaranteed 
interest on their investments, and that additional special returns were 
paid from time to thne aggregating $4,389,230.38. I t wUl be observed 
that the special return was omitted, on January 2, 1931, for the second 
half of 1930, also that i t was omitted for the second half of 1931, all 
of 1932, and the first half of 1933. These omissions evidence the 
eft'ect of the industrial depression upon the profitableness of the 
Ford motcu- enterprise. The special return ŵ as also omitted for 
the entire year 1928, in which year the company netted a very large 
loss; and i t ŵ as also omitted for the first half of 1929, notwithstandmg 
that this was the year of maximum profit during the entire ll-j'-ear 
period. 

Minimum wage plan.—Another feature of the attitude of the 
management of jFord Motor Co. toward employees is expressed in the 
so-called mhihnum-wage plan. The mmutes of a meethig of the 
directors of the origiiuil Ford Motor Co., held on January 5, 1914, 
contain the followmig statement: 

I t was suggested by the ofRcer.s that a plan of better equalizing of the com
pany's earnings between the stockholders and labor employed by the company be 
inaugurated. 

The plan -̂ vas gone over at considerable lengtii, but, briefiy, i t carried with it, 
in addition to wages, sums to make the minimum income of aU men over 22 years 
of age $6 for 8 hours' work, and that other increases were to be made to men 
getting above the minimum -wngn to maintain the same rate between the 
minimum, intermediate, and maximum -̂ 'ages. 

After considerable discussion it was moved by Director Rackham, and sup
ported by Director Couzens, that such a plan be put into force as of January 12, 
1914, which plan it was distinctly understood would approximate an additional 
expenditure for tlie same volume of business of §10,000,000 for the year 1914. 
Carried unanimously. 

The public amiouncement of this minimum-wage plan a few days 
later created a Nation-wdde sensation. The detaUs of the plan were 
not set forth in the corporate minutes. One commentator^" stated 
that in order to make sure that the employees benefiting under the 
plan should not become wasteful and cocksure, after the usual manner 
of those who go suddenly xirosperous, the Ford management founded a 
welfare department designed to teach the men how to prevent 
"sliarpers" from takmg their: new gams away from them. The 
minimum wage -was to be regarded as a bonus, and those entitled to its 
benefits had to prove that they ought to have i t . I t was prescribed at 
the beginning tha.t the bonus should go to married men livhig with 
their families and takmg proper care of them, to single men of thr i f ty 
habits over 22 years of age, and to younger men and w'oinen respon
sible for the support of next of kin. Immediately 60 percent of the 
force qualified to share the benefits of the plan, and the percentage 
increased to 78 percent hi 6 months, and to 87 percent m a year. 
The same commentator stated that the w-age increase under this pla.n 
was in eft'ect a profit-sharing plan, but that, unlike profit-sharhig plans 
instituted by other manufacturers under wdiich profits were di\dded 
with the employees at the end of a year, the Ford plan was different 
i l l that, under i t , the profits w êre estimated in advance and the 
employees' share was paid to them in the form of regular wages. 

During the war period that followed the inauguration of tMs wage 
plan, the general level of prices, costs of living, and w-age rates in -

s« Ralph H , Graves, The Triumph of an Idea, pp, 62-65. 
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creased. When Ford Motor Co., of MicMgan, resumed normal 
operations in 1919, the minimum ŵ age w-as increased to $6 per 8-lioiir 
day.'̂  The minimum contmued at tMs level until December 1, 1929, 
on v/Mch date it ŵ as mcreased to $7 per da,y. I t is iiotew^orthy that 
tMs increase in the minimum ŵ age ŵ as put into eft'ect very shortly 
after the stock-market crash of October and November 1929; that is, 
at the beginning of a prospective period of industrial depression. 
As the depression intensified and the business of Ford Motor Co. fell 
oft' rapidly and ŵ as converted from a business carried on a.t a profit 
to a business cari-ied on at a large loss, the Ford management found 
itself unable to continue the minimum wage at this level, and it was 
reduced to $4 per day near the end of 1931. Early in 1934, the busi
ness of the company bega,n a rapid improvement; and on March 13 
of that year the minimum w-age was again advanced to $5 per 8-liour 
day. Busmess contmued to improve during 1934 and 1935; and on 
May 25 of the latter J'ear, the minimum wage ŵ as advanced once 
more, tMs time to $6 per day.̂ ^ 

Average wages at the Biver Bo-uge plant, 1929 to 1937.—Table 71 
shows the average wages paid to employees at the Eiver Rouge plant 
in 1929 and during the years 1932 to 1937, inclusive, together with 
the average number of employees on the pay. roll. 

TABLE 71.-—Average loages and numbers of employees on pay roll of Ford Motor Co.'s 
•River Rouge plant, by years, 1929 and 1932 io 1937, -inclusive 

Year 

Average rates 
of wage Average 

number 
of p.iy-
roll em
ployees ' 

Year 

Average rates 
of wage Average 

nnrobor 
of pay
roll em
ployees 1 

Year 

Per bour Per week 
{40 hours) 

Average 
number 
of p.iy-
roll em
ployees ' 

Year 

Per hour Per week 
(40 bours) 

Average 
nnrobor 
of pay
roll em
ployees 1 

1929 
Cents 
92.426 
78.825 
68.95 
66. 225 

$36.97 
31. 63 
23. 68 
26. 49 

101,069 
56, 277 
32,514 
49, 663 

1935-
Cents 

74.3 
80.45 
87.95 

$29. 72 
32.18 
36.18 

70,474 
70,203 
83,010 

1932 

Cents 
92.426 
78.825 
68.95 
66. 225 

$36.97 
31. 63 
23. 68 
26. 49 

101,069 
56, 277 
32,514 
49, 663 

: 1B30.---. 

Cents 
74.3 
80.45 
87.95 

$29. 72 
32.18 
36.18 

70,474 
70,203 
83,010 1933 

Cents 
92.426 
78.825 
68.95 
66. 225 

$36.97 
31. 63 
23. 68 
26. 49 

101,069 
56, 277 
32,514 
49, 663 

1937 

Cents 
74.3 
80.45 
87.95 

$29. 72 
32.18 
36.18 

70,474 
70,203 
83,010 

1934._._ 

Cents 
92.426 
78.825 
68.95 
66. 225 

$36.97 
31. 63 
23. 68 
26. 49 

101,069 
56, 277 
32,514 
49, 663 

Cents 
74.3 
80.45 
87.95 

$29. 72 
32.18 
36.18 

70,474 
70,203 
83,010 

• Based on the number of employees on the pay roll on the last day of each month during tbe year. 

The foregoing table shows that the average rate of wage paid the 
Ford employees at the River Rouge plant was a little over 92.42 cents 
per hour, or $36.97 for a full 40-hour week, during 1929. The eft'ect 
of the mdustrial depression, and the reduction of the mmimum wage 
in connection therewith, is showai hi the drop in the average wage per 
hour to a little more than 78.82 cents, or $31.53 per week, in 1932, 
and to 58.95 cents per hour, or $23,58 per week, m 1933. ' The effect 
of the business improvement and of the increases in the minimum 
wages in 1934 and 1935 is shown in the hicrease in the average rates 
of wages paid these employees year by year durmg the period 1934 
to 1937, In the last-named • year, the average rate of wage pa.id 
these employees was 87.95 cents per hour, or $35.18 for a full 40-hour 
week. 

There are industries in wMch the average rates of wage paid the 
employees were Mgher than the average rates shoAvii hi the above 
table as paid to the employees at the River Rouge plant of Ford 

31 I b i d , , p, 77. 

" "W. I . Cameron, tha Ford Sunday Evening Hour Talks, first and second series, p. IIS. 
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Motor Co. In making compaiisous wdth the average wage rates 
paid employees in other industries, however, i t should be borne in 
mind that probably the force of employees at the River Rouge 
plant contained a much greater proportion of relatively unskined 
labor than did the employees of many other industries. As described 
in an earlier section, the Ford factories were laid out on the production-
line system, much specialized macMnery was used, and a large part 
of the work was so minutely subdivided and made so simple for the 
individual employee, that unskilled la.bor' could be taught the work 
in very brief tmie and could perform it,^^ 

Policy mih reference to the partly incapacitated.—The same commen
tator stated that a person entering the employ of Ford Motor Co. is 
medically examined and given work that fits bis condition. Disa-
bilitjr, i t was stated, does not necessarily bar an applicant from em
ployment. I t was stated that in 1934, 20 percent of the workmen 
w-ere in the physically disabled class—some of them being blind, some 
deformed, some not very strong; but that each employee's work was 
selected to fit his case. 

In this connection a further statement of the Ford policy is inter
esting,''* For many years, i t was stated, it has been the theory of the 
Ford Motor Co., with reference to age and disability, that its pay 
roll must represent a cross-section of the community. With 1 blind 
man to every 6,000 men of employable age in the coimtry, the com
pany's theory is that it should have at least 1 blind man for every 
6,000 employees. Similarly with reference to other physical handi
caps that do not utterly incapacitate for w-ork. 

Thus— 

says the commentator— 
we have tubercular persons, specially provided with open-air work under suitable 
protection. And, working at jobs carefuUj^ adapted by medical supervisors to 
their condition, we have epileptics, blood-pressure cases, heart-disease cases, men 
who have had infantile paralysis, victims of sleeping sickness, and so on. Here 
is an old man putting washers ou bolts—he is blind; the man beside him, who 
daily leads him to his - '̂ork bench is a pa,ralytic; and all around are men born 
deaf and men born mute, men with a leg or an arm or both legs gone—each per
forming some work suited to his strength. Altogether, we have 11,632 men in 
various stages of disability earning ful l pa,-y. Frankly, this is far more than our 
share. But the company does not regard this as philanthropy or sentimental 
humanitarianism; it does not feel that these men owe it anything, they give full 
value for their wages; they simply feel that the policy is possible and practicable. 

TMs commenta,tor stated that the same practice is followed with 
reference to age; that a cross-section of age groups in a community 
must be represented on the pa.y roll and, as a consequence, men of 
almost evei-y age are hired when suitable positions are open. An 

•13 This is illustrated in the assembly work by the fact tbat, in certain cases, the work of one employee 
consisted of that of placing nuts on the ends of bolts and starting to screw them down, tbe completion of tbe 
work of screwing down the nuts and tightening them being performed by 1 or 2 other workmen as 
the product moved past tbera on tbe conveyor. An incident was related in 1916 to a present member of 
the staff of the Federal Trade Commission by the superintendent of an automobile factory in Geneva, 
Switzerland. There applied for work at this factory one clay a man who represented himself to be a skilled 
erector of automobiles. 'Phe plant needed such a'man, hired th.e applicant, and assigned to bim the as
sembly of an automobile. I t soon become apparent that this employee did not even know where or how to 
eonimence the assembly. The superintendent said to bira: 

"W'e tbouebt you said that you were a skilled erector of automobiles," 
" I thoughi; I was," replied tbe new employee, 
"Where did you work?" 
"At the plant of Ford Motor Co," 
"What did you do?" 
" I screwed on nut No. 5R." 

W', J, Cameron, the Ford Sunday Evening Hour Talks, third aud fourth series, pp, 168 and 169. 
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instance ŵ as cited of an employee 84 years of age who entered the 
company's employ at the age of 60. 

TMs policy and practice with reference to the employment of par
tially disabled persons and of persons who are no longer young or 
even middle-aged is in accoi'd wdth the wider view, that although our 
industrial organi.zatioii, in w-hich industrjr is carried on under private 
initiative for profit, takes the fonn of owners (or their representatives) 
hiring workers to perform needed W'Oi-k, this is onlj- a specific foi-in of 
organization in which the entire population cooperates in the produc
tion of the necessaries, comforts, and luxuries of life desired by the 
entire population, and the ultimate purpose of an enterprise is not 
merely that of producing profit for the so-called owners or stock
holders, but also that of meeting the needs of the commiuiity for the 
commodities or services and of providing members of the community 
with opportunities to participate in production and to share accord
ingly in the total product of all industry. 

SECTION 5. RATES OF RETUKN ON INVESTMENT 

Introduction.—At tMs juncture are presented. data showdng the 
jki; j: average investment during the respective years, the amount of net 
I i: profit or loss thereon before provision for Federal income taxes, and 

the rates of return on the investment. In this connection, there are 
three amounts of investment to be considered in each year. First 
comes the total investment as shown in the balance sheets. This in
cludes not only the investment in the motor-vehicle business but also 
the investment in assets not used in the motor-veMcle business, such 
as the investments in Govermnent bonds and in properties not used 
in the business. Such investment includes not only the fi-mds con
tributed by the stockholders and the funds accumulathig in the owner
ship of the coinpany by retaining profits, but also the funds borrowed 
from the employees aud represented in the item of employees' invest
ment. The income on this investment includes the income from out
side investments and the net rental income from properties not used 
in the business; and it is the income before deduction of the interest 
and special return on the employees' investment. 

Ll'] Deduction from the total investment of the borrow-ed fmids leaves 
Ijjd the stockholders' investment; and deduction from the income on the 
' l ' ^ " ' ' total investment of the interest and special return paid on the bor

rowed funds leaves the income on the stockholders' investment. 
The investment in the motor-vehicle business is that part of the 

total investment that remains after deduction of the investments out
side the busmess, i . e,, after deduction of the investments in Govern
ment bonds and miscellaneous securities and the investment in prop
erties not used in the busmess. The income on the investment in the 
motor-veMcle business is that part of the income on the total invest
ment that remains after deducting the income from outside in-vest-
ments. 

Investment and rate ofret-urn.—Table 72 shows the amounts of these 
three kinds of investmentsin each of the years 1927 to 1937, inclusive, 
the amoimts of profit or loss thereon in each of the years, and the rates 
of return thereon that these profits and losses constituted. 

II . 
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TABLE 72,—Investment, profits and rates of return on ihe investment applicable to 

Ford Moior Co, and Lincoln Motor Co,, consolidated operations, 1927 to 1937, 
inclusive 

Tota l average-
investment 

Stockhoder's 
average invest

rnent 

Average invest
ment in motor-

vebicle busi
ness 

1927 $728, 930, 005 
670, 279,303 
678,496,428 
740,864,107 
732, 756,358 
008,181,441 
623,699,452 
620, 834, 241 
627, 654, 409 
632, 023, 351 
634, 449, 010 

$700,150,278 
647, 806, 634 
050, 696, 231 
720, 481,821 
713, 934, 4,56 
6,53, 080, 495 
613, 947, 287 
613, 272, 856 
618, 823, 777 
621,235, 874 
621,170, 882 

$699,229, 842 
583,611,583 
596, 944, 975 
641,013,820 
6, 4, 144, 801 
5'38',917, 001 
483,245,491 
453,00.5,078 
466, 511,757 
488,903, 910 
505, 208,163 

1928 
$728, 930, 005 

670, 279,303 
678,496,428 
740,864,107 
732, 756,358 
008,181,441 
623,699,452 
620, 834, 241 
627, 654, 409 
632, 023, 351 
634, 449, 010 

$700,150,278 
647, 806, 634 
050, 696, 231 
720, 481,821 
713, 934, 4,56 
6,53, 080, 495 
613, 947, 287 
613, 272, 856 
618, 823, 777 
621,235, 874 
621,170, 882 

$699,229, 842 
583,611,583 
596, 944, 975 
641,013,820 
6, 4, 144, 801 
5'38',917, 001 
483,245,491 
453,00.5,078 
466, 511,757 
488,903, 910 
505, 208,163 

1929 . 

$728, 930, 005 
670, 279,303 
678,496,428 
740,864,107 
732, 756,358 
008,181,441 
623,699,452 
620, 834, 241 
627, 654, 409 
632, 023, 351 
634, 449, 010 

$700,150,278 
647, 806, 634 
050, 696, 231 
720, 481,821 
713, 934, 4,56 
6,53, 080, 495 
613, 947, 287 
613, 272, 856 
618, 823, 777 
621,235, 874 
621,170, 882 

$699,229, 842 
583,611,583 
596, 944, 975 
641,013,820 
6, 4, 144, 801 
5'38',917, 001 
483,245,491 
453,00.5,078 
466, 511,757 
488,903, 910 
505, 208,163 

1930 

$728, 930, 005 
670, 279,303 
678,496,428 
740,864,107 
732, 756,358 
008,181,441 
623,699,452 
620, 834, 241 
627, 654, 409 
632, 023, 351 
634, 449, 010 

$700,150,278 
647, 806, 634 
050, 696, 231 
720, 481,821 
713, 934, 4,56 
6,53, 080, 495 
613, 947, 287 
613, 272, 856 
618, 823, 777 
621,235, 874 
621,170, 882 

$699,229, 842 
583,611,583 
596, 944, 975 
641,013,820 
6, 4, 144, 801 
5'38',917, 001 
483,245,491 
453,00.5,078 
466, 511,757 
488,903, 910 
505, 208,163 

1931 .„ _. 

$728, 930, 005 
670, 279,303 
678,496,428 
740,864,107 
732, 756,358 
008,181,441 
623,699,452 
620, 834, 241 
627, 654, 409 
632, 023, 351 
634, 449, 010 

$700,150,278 
647, 806, 634 
050, 696, 231 
720, 481,821 
713, 934, 4,56 
6,53, 080, 495 
613, 947, 287 
613, 272, 856 
618, 823, 777 
621,235, 874 
621,170, 882 

$699,229, 842 
583,611,583 
596, 944, 975 
641,013,820 
6, 4, 144, 801 
5'38',917, 001 
483,245,491 
453,00.5,078 
466, 511,757 
488,903, 910 
505, 208,163 

1932 

$728, 930, 005 
670, 279,303 
678,496,428 
740,864,107 
732, 756,358 
008,181,441 
623,699,452 
620, 834, 241 
627, 654, 409 
632, 023, 351 
634, 449, 010 

$700,150,278 
647, 806, 634 
050, 696, 231 
720, 481,821 
713, 934, 4,56 
6,53, 080, 495 
613, 947, 287 
613, 272, 856 
618, 823, 777 
621,235, 874 
621,170, 882 

$699,229, 842 
583,611,583 
596, 944, 975 
641,013,820 
6, 4, 144, 801 
5'38',917, 001 
483,245,491 
453,00.5,078 
466, 511,757 
488,903, 910 
505, 208,163 

1933 . . . - -

$728, 930, 005 
670, 279,303 
678,496,428 
740,864,107 
732, 756,358 
008,181,441 
623,699,452 
620, 834, 241 
627, 654, 409 
632, 023, 351 
634, 449, 010 

$700,150,278 
647, 806, 634 
050, 696, 231 
720, 481,821 
713, 934, 4,56 
6,53, 080, 495 
613, 947, 287 
613, 272, 856 
618, 823, 777 
621,235, 874 
621,170, 882 

$699,229, 842 
583,611,583 
596, 944, 975 
641,013,820 
6, 4, 144, 801 
5'38',917, 001 
483,245,491 
453,00.5,078 
466, 511,757 
488,903, 910 
505, 208,163 

1934 

$728, 930, 005 
670, 279,303 
678,496,428 
740,864,107 
732, 756,358 
008,181,441 
623,699,452 
620, 834, 241 
627, 654, 409 
632, 023, 351 
634, 449, 010 

$700,150,278 
647, 806, 634 
050, 696, 231 
720, 481,821 
713, 934, 4,56 
6,53, 080, 495 
613, 947, 287 
613, 272, 856 
618, 823, 777 
621,235, 874 
621,170, 882 

$699,229, 842 
583,611,583 
596, 944, 975 
641,013,820 
6, 4, 144, 801 
5'38',917, 001 
483,245,491 
453,00.5,078 
466, 511,757 
488,903, 910 
505, 208,163 

1033 

$728, 930, 005 
670, 279,303 
678,496,428 
740,864,107 
732, 756,358 
008,181,441 
623,699,452 
620, 834, 241 
627, 654, 409 
632, 023, 351 
634, 449, 010 

$700,150,278 
647, 806, 634 
050, 696, 231 
720, 481,821 
713, 934, 4,56 
6,53, 080, 495 
613, 947, 287 
613, 272, 856 
618, 823, 777 
621,235, 874 
621,170, 882 

$699,229, 842 
583,611,583 
596, 944, 975 
641,013,820 
6, 4, 144, 801 
5'38',917, 001 
483,245,491 
453,00.5,078 
466, 511,757 
488,903, 910 
505, 208,163 

1930 

$728, 930, 005 
670, 279,303 
678,496,428 
740,864,107 
732, 756,358 
008,181,441 
623,699,452 
620, 834, 241 
627, 654, 409 
632, 023, 351 
634, 449, 010 

$700,150,278 
647, 806, 634 
050, 696, 231 
720, 481,821 
713, 934, 4,56 
6,53, 080, 495 
613, 947, 287 
613, 272, 856 
618, 823, 777 
621,235, 874 
621,170, 882 

$699,229, 842 
583,611,583 
596, 944, 975 
641,013,820 
6, 4, 144, 801 
5'38',917, 001 
483,245,491 
453,00.5,078 
466, 511,757 
488,903, 910 
505, 208,163 1937 

$728, 930, 005 
670, 279,303 
678,496,428 
740,864,107 
732, 756,358 
008,181,441 
623,699,452 
620, 834, 241 
627, 654, 409 
632, 023, 351 
634, 449, 010 

$700,150,278 
647, 806, 634 
050, 696, 231 
720, 481,821 
713, 934, 4,56 
6,53, 080, 495 
613, 947, 287 
613, 272, 856 
618, 823, 777 
621,235, 874 
621,170, 882 

$699,229, 842 
583,611,583 
596, 944, 975 
641,013,820 
6, 4, 144, 801 
5'38',917, 001 
483,245,491 
453,00.5,078 
466, 511,757 
488,903, 910 
505, 208,163 

U-vear annual average ' 

$728, 930, 005 
670, 279,303 
678,496,428 
740,864,107 
732, 756,358 
008,181,441 
623,699,452 
620, 834, 241 
627, 654, 409 
632, 023, 351 
634, 449, 010 

$700,150,278 
647, 806, 634 
050, 696, 231 
720, 481,821 
713, 934, 4,56 
6,53, 080, 495 
613, 947, 287 
613, 272, 856 
618, 823, 777 
621,235, 874 
621,170, 882 

$699,229, 842 
583,611,583 
596, 944, 975 
641,013,820 
6, 4, 144, 801 
5'38',917, 001 
483,245,491 
453,00.5,078 
466, 511,757 
488,903, 910 
505, 208,163 

U-vear annual average ' 648, ,502, 848 663, 327, 872 ,542, 848, 766 

Net iucome 
before interest 

and iucome 
taxes 

Net income 
after interest 

aud before 
income taxes 

Net income 
f rom motor-

vehicle business 
before interest 

and income 
taxes 

1927 -$28,951,565 
-69 , 111, 300 

9,3,184,882 
42, 922, 707 

-36 , 097,832 
-69 ; 882, 248 
-7,467,701 
23,297, 643 
20, 406,469 
25, 147, 531 

9, 230, 619 

-$30,227, 297 
-70,388, 658 

91,880, 661 
41, 725,148 

-37,181,192 
-70,861.153 
-7,888, 718 
23, 004,338 
20, 010, 318 
24, 867, 058 
8, 634, 810 

-.$31, 245, 573 
-72,798,639 

01, 091, 840 
37, 229, 375 

-41,227,491 
-74, 872, 870 
-10,420, 800 

19, 326, 632 
10,286,947 
20, 826, 266 
3, 824,403 

1928 
-$28,951,565 
-69 , 111, 300 

9,3,184,882 
42, 922, 707 

-36 , 097,832 
-69 ; 882, 248 
-7,467,701 
23,297, 643 
20, 406,469 
25, 147, 531 

9, 230, 619 

-$30,227, 297 
-70,388, 658 

91,880, 661 
41, 725,148 

-37,181,192 
-70,861.153 
-7,888, 718 
23, 004,338 
20, 010, 318 
24, 867, 058 
8, 634, 810 

-.$31, 245, 573 
-72,798,639 

01, 091, 840 
37, 229, 375 

-41,227,491 
-74, 872, 870 
-10,420, 800 

19, 326, 632 
10,286,947 
20, 826, 266 
3, 824,403 

1920 _. 

-$28,951,565 
-69 , 111, 300 

9,3,184,882 
42, 922, 707 

-36 , 097,832 
-69 ; 882, 248 
-7,467,701 
23,297, 643 
20, 406,469 
25, 147, 531 

9, 230, 619 

-$30,227, 297 
-70,388, 658 

91,880, 661 
41, 725,148 

-37,181,192 
-70,861.153 
-7,888, 718 
23, 004,338 
20, 010, 318 
24, 867, 058 
8, 634, 810 

-.$31, 245, 573 
-72,798,639 

01, 091, 840 
37, 229, 375 

-41,227,491 
-74, 872, 870 
-10,420, 800 

19, 326, 632 
10,286,947 
20, 826, 266 
3, 824,403 

1930 

-$28,951,565 
-69 , 111, 300 

9,3,184,882 
42, 922, 707 

-36 , 097,832 
-69 ; 882, 248 
-7,467,701 
23,297, 643 
20, 406,469 
25, 147, 531 

9, 230, 619 

-$30,227, 297 
-70,388, 658 

91,880, 661 
41, 725,148 

-37,181,192 
-70,861.153 
-7,888, 718 
23, 004,338 
20, 010, 318 
24, 867, 058 
8, 634, 810 

-.$31, 245, 573 
-72,798,639 

01, 091, 840 
37, 229, 375 

-41,227,491 
-74, 872, 870 
-10,420, 800 

19, 326, 632 
10,286,947 
20, 826, 266 
3, 824,403 

1931 ._ 
1932 
1933 

-$28,951,565 
-69 , 111, 300 

9,3,184,882 
42, 922, 707 

-36 , 097,832 
-69 ; 882, 248 
-7,467,701 
23,297, 643 
20, 406,469 
25, 147, 531 

9, 230, 619 

-$30,227, 297 
-70,388, 658 

91,880, 661 
41, 725,148 

-37,181,192 
-70,861.153 
-7,888, 718 
23, 004,338 
20, 010, 318 
24, 867, 058 
8, 634, 810 

-.$31, 245, 573 
-72,798,639 

01, 091, 840 
37, 229, 375 

-41,227,491 
-74, 872, 870 
-10,420, 800 

19, 326, 632 
10,286,947 
20, 826, 266 
3, 824,403 

1934 

-$28,951,565 
-69 , 111, 300 

9,3,184,882 
42, 922, 707 

-36 , 097,832 
-69 ; 882, 248 
-7,467,701 
23,297, 643 
20, 406,469 
25, 147, 531 

9, 230, 619 

-$30,227, 297 
-70,388, 658 

91,880, 661 
41, 725,148 

-37,181,192 
-70,861.153 
-7,888, 718 
23, 004,338 
20, 010, 318 
24, 867, 058 
8, 634, 810 

-.$31, 245, 573 
-72,798,639 

01, 091, 840 
37, 229, 375 

-41,227,491 
-74, 872, 870 
-10,420, 800 

19, 326, 632 
10,286,947 
20, 826, 266 
3, 824,403 

1935 

-$28,951,565 
-69 , 111, 300 

9,3,184,882 
42, 922, 707 

-36 , 097,832 
-69 ; 882, 248 
-7,467,701 
23,297, 643 
20, 406,469 
25, 147, 531 

9, 230, 619 

-$30,227, 297 
-70,388, 658 

91,880, 661 
41, 725,148 

-37,181,192 
-70,861.153 
-7,888, 718 
23, 004,338 
20, 010, 318 
24, 867, 058 
8, 634, 810 

-.$31, 245, 573 
-72,798,639 

01, 091, 840 
37, 229, 375 

-41,227,491 
-74, 872, 870 
-10,420, 800 

19, 326, 632 
10,286,947 
20, 826, 266 
3, 824,403 

1936 . . . . . 

-$28,951,565 
-69 , 111, 300 

9,3,184,882 
42, 922, 707 

-36 , 097,832 
-69 ; 882, 248 
-7,467,701 
23,297, 643 
20, 406,469 
25, 147, 531 

9, 230, 619 

-$30,227, 297 
-70,388, 658 

91,880, 661 
41, 725,148 

-37,181,192 
-70,861.153 
-7,888, 718 
23, 004,338 
20, 010, 318 
24, 867, 058 
8, 634, 810 

-.$31, 245, 573 
-72,798,639 

01, 091, 840 
37, 229, 375 

-41,227,491 
-74, 872, 870 
-10,420, 800 

19, 326, 632 
10,286,947 
20, 826, 266 
3, 824,403 1937 

-$28,951,565 
-69 , 111, 300 

9,3,184,882 
42, 922, 707 

-36 , 097,832 
-69 ; 882, 248 
-7,467,701 
23,297, 643 
20, 406,469 
25, 147, 531 

9, 230, 619 

-$30,227, 297 
-70,388, 658 

91,880, 661 
41, 725,148 

-37,181,192 
-70,861.153 
-7,888, 718 
23, 004,338 
20, 010, 318 
24, 867, 058 
8, 634, 810 

-.$31, 245, 573 
-72,798,639 

01, 091, 840 
37, 229, 375 

-41,227,491 
-74, 872, 870 
-10,420, 800 

19, 326, 632 
10,286,947 
20, 826, 266 
3, 824,403 

l l -year annual average.. 

-$28,951,565 
-69 , 111, 300 

9,3,184,882 
42, 922, 707 

-36 , 097,832 
-69 ; 882, 248 
-7,467,701 
23,297, 643 
20, 406,469 
25, 147, 531 

9, 230, 619 

-$30,227, 297 
-70,388, 658 

91,880, 661 
41, 725,148 

-37,181,192 
-70,861.153 
-7,888, 718 
23, 004,338 
20, 010, 318 
24, 867, 058 
8, 634, 810 

-.$31, 245, 573 
-72,798,639 

01, 091, 840 
37, 229, 375 

-41,227,491 
-74, 872, 870 
-10,420, 800 

19, 326, 632 
10,286,947 
20, 826, 266 
3, 824,403 

l l -year annual average.. 243, 659 -600, 790 -4,361,810 

Rates ot re turn 

1927 
Percent 

-3 .97 
-10.31 

13.73 
6. 79 

- 4 . 93 
-10 . 40 

- 1 . 20 
3.76 
3. 25 
3.98 
1.45 

Percent 
-4 ,28 

-10.86 
13.99 
5.79 

- 5 . 2 1 
-10.85 
-1 .28 

3.76 
3.23 
3.97 
1.39 

Percent 
- 6 . 21 

-12.47 
16.26 
6.81 

- 6 . 7 1 
-13.89 
-2 .16 

4.26 
2.20 
4.26 

.76 

1928 

Percent 
-3 .97 

-10.31 
13.73 
6. 79 

- 4 . 93 
-10 . 40 

- 1 . 20 
3.76 
3. 25 
3.98 
1.45 

Percent 
-4 ,28 

-10.86 
13.99 
5.79 

- 5 . 2 1 
-10.85 
-1 .28 

3.76 
3.23 
3.97 
1.39 

Percent 
- 6 . 21 

-12.47 
16.26 
6.81 

- 6 . 7 1 
-13.89 
-2 .16 

4.26 
2.20 
4.26 

.76 

1929 

Percent 
-3 .97 

-10.31 
13.73 
6. 79 

- 4 . 93 
-10 . 40 

- 1 . 20 
3.76 
3. 25 
3.98 
1.45 

Percent 
-4 ,28 

-10.86 
13.99 
5.79 

- 5 . 2 1 
-10.85 
-1 .28 

3.76 
3.23 
3.97 
1.39 

Percent 
- 6 . 21 

-12.47 
16.26 
6.81 

- 6 . 7 1 
-13.89 
-2 .16 

4.26 
2.20 
4.26 

.76 

1930 

Percent 
-3 .97 

-10.31 
13.73 
6. 79 

- 4 . 93 
-10 . 40 

- 1 . 20 
3.76 
3. 25 
3.98 
1.45 

Percent 
-4 ,28 

-10.86 
13.99 
5.79 

- 5 . 2 1 
-10.85 
-1 .28 

3.76 
3.23 
3.97 
1.39 

Percent 
- 6 . 21 

-12.47 
16.26 
6.81 

- 6 . 7 1 
-13.89 
-2 .16 

4.26 
2.20 
4.26 

.76 

1931 

Percent 
-3 .97 

-10.31 
13.73 
6. 79 

- 4 . 93 
-10 . 40 

- 1 . 20 
3.76 
3. 25 
3.98 
1.45 

Percent 
-4 ,28 

-10.86 
13.99 
5.79 

- 5 . 2 1 
-10.85 
-1 .28 

3.76 
3.23 
3.97 
1.39 

Percent 
- 6 . 21 

-12.47 
16.26 
6.81 

- 6 . 7 1 
-13.89 
-2 .16 

4.26 
2.20 
4.26 

.76 

1932 , 

Percent 
-3 .97 

-10.31 
13.73 
6. 79 

- 4 . 93 
-10 . 40 

- 1 . 20 
3.76 
3. 25 
3.98 
1.45 

Percent 
-4 ,28 

-10.86 
13.99 
5.79 

- 5 . 2 1 
-10.85 
-1 .28 

3.76 
3.23 
3.97 
1.39 

Percent 
- 6 . 21 

-12.47 
16.26 
6.81 

- 6 . 7 1 
-13.89 
-2 .16 

4.26 
2.20 
4.26 

.76 

1933 

Percent 
-3 .97 

-10.31 
13.73 
6. 79 

- 4 . 93 
-10 . 40 

- 1 . 20 
3.76 
3. 25 
3.98 
1.45 

Percent 
-4 ,28 

-10.86 
13.99 
5.79 

- 5 . 2 1 
-10.85 
-1 .28 

3.76 
3.23 
3.97 
1.39 

Percent 
- 6 . 21 

-12.47 
16.26 
6.81 

- 6 . 7 1 
-13.89 
-2 .16 

4.26 
2.20 
4.26 

.76 

1934 

Percent 
-3 .97 

-10.31 
13.73 
6. 79 

- 4 . 93 
-10 . 40 

- 1 . 20 
3.76 
3. 25 
3.98 
1.45 

Percent 
-4 ,28 

-10.86 
13.99 
5.79 

- 5 . 2 1 
-10.85 
-1 .28 

3.76 
3.23 
3.97 
1.39 

Percent 
- 6 . 21 

-12.47 
16.26 
6.81 

- 6 . 7 1 
-13.89 
-2 .16 

4.26 
2.20 
4.26 

.76 

1935 

Percent 
-3 .97 

-10.31 
13.73 
6. 79 

- 4 . 93 
-10 . 40 

- 1 . 20 
3.76 
3. 25 
3.98 
1.45 

Percent 
-4 ,28 

-10.86 
13.99 
5.79 

- 5 . 2 1 
-10.85 
-1 .28 

3.76 
3.23 
3.97 
1.39 

Percent 
- 6 . 21 

-12.47 
16.26 
6.81 

- 6 . 7 1 
-13.89 
-2 .16 

4.26 
2.20 
4.26 

.76 
1936 

Percent 
-3 .97 

-10.31 
13.73 
6. 79 

- 4 . 93 
-10 . 40 

- 1 . 20 
3.76 
3. 25 
3.98 
1.45 

Percent 
-4 ,28 

-10.86 
13.99 
5.79 

- 5 . 2 1 
-10.85 
-1 .28 

3.76 
3.23 
3.97 
1.39 

Percent 
- 6 . 21 

-12.47 
16.26 
6.81 

- 6 . 7 1 
-13.89 
-2 .16 

4.26 
2.20 
4.26 

.76 1937 

Percent 
-3 .97 

-10.31 
13.73 
6. 79 

- 4 . 93 
-10 . 40 

- 1 . 20 
3.76 
3. 25 
3.98 
1.45 

Percent 
-4 ,28 

-10.86 
13.99 
5.79 

- 5 . 2 1 
-10.85 
-1 .28 

3.76 
3.23 
3.97 
1.39 

Percent 
- 6 . 21 

-12.47 
16.26 
6.81 

- 6 . 7 1 
-13.89 
-2 .16 

4.26 
2.20 
4.26 

.76 

l l-year annual average.. . . . 

Percent 
-3 .97 

-10.31 
13.73 
6. 79 

- 4 . 93 
-10 . 40 

- 1 . 20 
3.76 
3. 25 
3.98 
1.45 

Percent 
-4 ,28 

-10.86 
13.99 
5.79 

- 5 . 2 1 
-10.85 
-1 .28 

3.76 
3.23 
3.97 
1.39 

Percent 
- 6 . 21 

-12.47 
16.26 
6.81 

- 6 . 7 1 
-13.89 
-2 .16 

4.26 
2.20 
4.26 

.76 

l l-year annual average.. . . . .04 - . 0 9 - . 8 0 

Minus sign (—) denotes loss. 

The foregomg table shows that the total investment averaged a 
little more than $728,930,000 in 1927, that it fiuctuated from year to 
year, attaming a maximum of a little more than $740,854,000 in l930, 
and a mhiimum of a little more than $620,834,000 hi 1934 and aver
aged approximately $648,503,000 durmg the ll-year period. The net 
income on tMs hivestment before provision for Federal mcome taxes 
ranged from a maximum of a little under $93,185,000 in 1929 to a 
loss of approxhnately $69,882,000 in the severe depression year of 
1932; a,nd it averaged a profit of only $243,559 a year for the entire 
period. Losses were sustamed durmg 5 of the 11 years under review. 
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j The losses of 3.97 percent in 1927 and of 10,31 percent in 1928 were 
j I mcurred durmg the period of reconstruction of the factories in order 
11 to produce model A and durmg the first year of the production and 

sale of tlia,t model. The maximum rate of return was netted in 1929, 
when it amounted to 13.73 percent. The rate of return naturally 

' declined with the onset and the intensification of the mdustrial de-
• ! pression, so that the company netted a loss of 10.46 percent in 1932. 

With the partial business recovery experienced m 1934 and thereafter, 
the company netted profits; but at no time did the rate of return on 

I ; the total investment amount to as much as 4 percent. The average 
rate of return per annum on the total investment durmg the entire 
ll-year period was 0.04 percent. 

"The mcome and rate of return on the stockholders' mvestment fol
lowed a course parallel to that of the hicome and rate of return on the 
total mvestment. This was to be expected inasmuch as the amount 
of borrowed funds, represented in the employees' investments, was a 
source of only a relatively small portion of the total investment. Due 
to the fact that mterest on the borrowed fimds was guaranteed a,nd 
had to be paid even m the years in which the coinpany was netthig 
large losses, the net result for the entire ll-year period was a loss on 
the stockholders' investments of 0,09 percent. 

The course of the rates of return on the investment in the motor-
vehicle business also paralleled the course of the rates of return on the 
total investment. Due to the fact that the outside investments were 
mcome-produoing, the percentages of loss on the hivestment in the 
motor-vehicle business were naturally larger in the years of loss than 
ŵ ere the percentages of loss on the total mvestment. The converse 
W'as not ahvays true, however, during the years in w'Mch the motor-
vehicle business was carried on with a profit. The maxhnum rate of 
return on the investment in the motor-vehicle business was netted in 
1929, in w-hich year it amounted to 15.26 percent, as compared wdth 
13.73 percent on the total investment. 

With the onset and the intensification of the industrial depression, 
the rate of return on the investment in the motor-vehicle business de
chned rapidly. There w-as a profit of 5.81 percent in 1930, but losses 

I I ll during the next 3 years, the maximum loss being 13.89 percent and 
occurrmg in 1932, the year of most mtense depression. With the 
partial lecovery experienced in the last 4 years of the period under 
review-, the motor-veMcle business of Ford Motor Co. was conducted 
at a profit; but the rates of return were moderate—not more than 
4,26 percent m any of the 4 years, and amounted only to 0.76 percent 
durmg the recession year of 1937. The net result for the entire 

tjl ' 11 years was an average loss of 0.80 percent per annum. P 



CHAPTER XV. OTHER MOTOR-VEHICLE MANUFACTURERS 

SECTION 1. IMPORTANCE OP INDEPENDENT COMPANIES 

The automobile industry in the United States may be said to have 
developed since the begmnmg of the tw^entieth century. Durmg the 
first decade the development was made by numerous mdependent 
concerns. Growth of these companies was largely tMough the 
reinvestment of earnings. The first important enlargement through 
acquisition of independent companies ŵ as that of General Motors 
Corporation. Manj'̂  of the early manufacturing concerns acquhed 
by General Motors grew from remvested earnings to become important 
factors in the industry at the time they were acquired. Clirj'̂ sler 
Corporation is the only other concern that has acquhed an important 
company, namely. Dodge Bros. 

The motor-vehicle mdustry as now developed requires large mvest
ment. For example, the present Ford Motor Co. began wdth a 
capitalization of $100,000, less than ha.lf of w-hich was hi cash or 
personal notes. In contrast, Packard Motor Car Co. expended 
approximatelj'- $3,500,000 m 1934 in brmgmg out a smaller car and The 
Studebaker Corporation invested a like amount m developing its new 
car to sell m the Chevrolet-Ford-Plj'-mouth price class. 

The autoinobile industry and the trade press refer to all of the 
passenger-car manufacturers other than Chrysler, Ford, and General 
Motors as "independents." The aiitomobile-consummg public has 
been greatly benefited tMough the competition of the hidependent 
companies. An mdependent automobile manufacturer must produce, 
in a given price class, a car at least as good as his large competitors in 
order to remain in busmess. Moreover, the independent manufac
turer must at least keep up with style trends, and contribute his share 
of improvements if he is to remam a factor m the industry. 

At the present time, 1939, there are only eight mdependent manu
facturers actively producmg passenger cars. Two or three other 
producers make cars to order, and a press stateinent of April 20, 1939, 
announced a new low -̂priced car by Crosley Corporation. The 
foUowmg mdependent companies regularly manufacture passenger 
autoiiiobhes: 

American Bantam Co., Butler, Pa. 
Graham-Paige Motors Corporation, Detroit, Mich. 
Hudson Motor Car Co., Detroit, Mich, 
Hupp Motor Car Corporation, Detroit, Mich. 
Nash-Kelvinator Corporation, Kenosha, Wis. 
Packard Motor Car Co., Detroit, Mich. 
The Studebaker Corporation, South Bend, Ind. 
Willys-Overland Motors, Inc, Toledo, Ohio. 

Ow-mg to lack of time and funds available for the mquhy the 
accounts of only four of the independent companies ŵ ere examined, 
namely: Hudson Motor Car Co., Nash-Kelvinator Corporation, 
Packard Motor Car Co., and the Studebaker Corporation. The Com
mission's exammers were afforded excellent cooperation by each of the 
companies examined. 

673 



574 FEDERAL TRADE COMMISSION 

SECTION 2. HUDSON MOTOR CAR Co. 

Introduction.—Hudson Motor Car Co. has been an important factor 
in the automobile mdustry smce its orgamzation more than 28 5'-ears 
ago. Its production of motor veMcles aggregated 4,107 for the first 
16 months' operations endmg June 30, 1910. This quantity, whhe 
small in comparison with present-day sales, constituted almost 2 per
cent of the total for the industry. Hudson Motor Car Co.'s annual 
sales of motor vehicles mcreased quite steadily from j^ear to year, 
except for periods of busmess recession, to its maximum of 300,783 
in 1929, or 5.6 percent of total saleis. Durmg the depression, Hudson, 
like other companies, was forced to curtail its production sharply, and 
i t lost both in number of units produced and also in its proportion of 
the United States total. I n 1933 Hudson sold 39,314 motor vehicles, 
or about 2 percent of total sales for the motor-veMcle industry. 
Begmning in 1934 Hudson sales mcreased to 118,923 in 1936. The 
following year, 1937, Hudson sold 106,647 units. I n 1938, its propor
tion of the new passenger cars registered in the United States was 
2.16 percent. 

From the date of organization of Hudson Motor Car Co., February 
24, 1909, to December 31, 1937, i t sold a total of 2,502,991 passenger 
cars and 19,212 commercial vehicles, or a total of 2,522,203 motor 
vehicles, in the 28-year period. Hudson's i3assenger-ca,r sales con
stituted nearly 4 percent of the total number of passenger cars sold by 
the industry from 1900 to 1938, inclusive. 

Organization.—On October 28, 1908, J. L . Hudson, R. B. Jackson, 
Hugh Chalmers, H . E. Coffin, F. 0. Bezner, Roy D. Chapin, J. J. 
Brady, and Lee Counselinan, all of whom were then prominent hi the 
automobile mdustrj^, formed a partnersMp for the development of 
automobiles to sell at medium prices. There was an understanding 
among the partners that a corporation would be formed if satisfactory 
models were developed. Three models satisfactory to the jsartners 
W'ere decided upon and on February 24, 1909, Hudson Motor Car Co. 
w-as incorporated under the laws of the State of Michigan. The term 
of the incorporation was 30 years, with the right of renewal for another 
30 years. 

Contracts wdth Chalmers-Detroit Motor Co. gave Hudson Motor 
Car Co, a developed distributor and dealer orgamzation wMch con
tributed materially to its early success. During the first 16 months of 
the company's operations, its net sales aggregated $3,980,999, net 
profits after Federal income taxes were $587,356, and $50,000 cash 
di-\ddends were paid. 

Capitalization.—The capitalization of Hudson Motor Car Co. at 
organization was $100,000, of wMch amount $25,000 was issued for 
models and drawmgs developed by the predecessor partnership. 

A t the time of organization of Hudson Motor Car Co., all of the 
capital stock was held by 12 stockholders. These 12 stockholders 
contmued to hold a controllmg interest in the company unth 1922, 
w-hen approximately 40 percent of the total stock outstandmg was 
sold by a group of stockholders to a .syndicate for $7,000,000. The 
stock was then listed on the New York Stock Exchange and since 
that time has been widely held. I n 1938, there were approximately 
11,000 stockholders, none of whom held a substantial block of stock. 

jjf 
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The changes in the capital of the company, its funded debt, and 
sm-plus from its organization to the end of 1937, are shown in the 
followdng tabulation: 

Organization > 
Jnne 30,1910.. 
June 24,1911., 
Junes, 1912... 
Juno 30, 191,3„ 
May 31, 1914.. 
May 31, 1916.. 
Dec, 5, 1916... 
Nov. 30, I0J7.. 
Nov. 30, 1918.. 
Nov. 30, 1919.. 
Nov, 30, 1820. 
Nov, 30, 1921.̂  
Nov, 30, 1022.. 
Nov, 30, 1923.. 
Nov. 30, 1021.. 
Nov, 30, 1925.. 
Dec. 31, 1920.. 
Bee. 31, 1027.. 
nec. 31, 1028., 
Dec. 31, 1029., 
Occ. 31, 1930 . 
Deo, 31, 1931., 
Dee. 31, 1932. 
Dec, 31, 1933.. 
Dec. 3i, lO.I-l.. 
Dec. 31,19,36., 
Dec. 31, 1930., 
Doc. 31, 1937. , 

Common capi
tal stoclc, net, 
less treasury 

stock 

I , 

8100,000 
100,000 
900,000 
890,000 
895,000 
, 790, 000 
1,890,000 
1, 904, 900 
1, 986, 770 
1, 063, 070 
1, 898, 780 
1,090,980: 
1,987,200 
13, 201,000 
13, 201, 000 
10.601,625 
10, 020, 025 
19,058, 250 
19, 0,58, 250 
19, 953, 260 
19, 958, 250 
18, 709, 081 
18, 217, 320 
19, 650, 731 
19, 053, 094 
19,310,000 
18,826, 804 
18, 825, 804 
19, 790, 044 

Funded debt 
and notes 

payable, net, 
less unamor
tized debt 

discount and 
expense 

,l;400,000 

COO, 000 

1,000,000 
1,800,000 
,5,9')5,355 
4,713,366 
3,580,780 

Undistributed 
surplus 

' $17,187 
602, 676 
190, 288 
799, 811 

1,351,782 
1, 402, 620 
2,146,116 
5,317,718 
0, 670,127 
7, 307, 087 
9, 190, 479 
ii, C29, 678 

10, 508, 287 
6, 289, 475 
9, 450, 979 

10,201,4)9 
20, 376, 360 
23,110,760 
30, 432, 580 
35, 611, 081 
,38, 720,136 
30, 206, 069 
20,145, 603 
11,730, 535 
7, 300, 047 
3, 024, 770 
4, 987,155 
8, 255, 052 
8, 407, 023 

' AtorganizBtiou Feb, 24, 1909, 
s Deflcit. 

There were 1,588,810 shares of common stock outstanding at 
December 31, 1937, with a ledger value of $19,790,044. A summary 
of the issuance and reacqmsition of common stock from the date of 
Organization to the end of 1937, is given below". 

Issued Ior dra-svings ol car models at the time ot organization 
Issued for casb at the time of oreanizaiion aud other dates from 1909 to 1925, 

inclusive 1 
Issued in e.xchan.ffe for stock of Essex Motors in 1922 

Total issued for consideration 
Issued from time to time as stock dividends or capitalization of ea™iug:s aud 

stock split-up 

Total above 
Leps trea.'iiiry stock at Dec. 31, 1937 

Common capital stock outstanding at Dec. 31, 1937 

Sliares Ledger 
value 

12,500 ,$25,000 

149, 995 
200, 000 

404,990 
500,000 

362,496 929,990 

1, 234,106 19,028. 260 

1, 596, 660 
7,860 

19,968, 250 
16S, 200 

1,588,810 10, 700, 044 

Summai'y of sales, profits, dividends, and reinvested earnings,—In 
the annual report of Hudson Motor Car Co., for Decemiber 31, 1927, 
R, B. Jackson, president and general manager of the company, 
reported; 

Nineteen years .ago the total cash investment of the Hudson Motor Car Co. 
•vvas but $15,000, The exijansion of the business since then has been entirely-
through earnings—not a cent has been added f rom outside sources. 
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Previous to this date, Hudson Motor Car Co, borrowed money from 
outside sources on only two occasions, namely, $400,000 during the 
fiscal year ending Jupe 30, 1913, and ,$8,600,000 in the fiscal year 
ending November 30, 1920. On both occasions the loan was paid 
before the end of the next fiscal year. 

The following table shows the aggregate of net sales, net profit a.fter 
deducting Federal income taxes, cash dividends paid, and earnings 
capitalized through the issuance of stock dividends, for the period 
from organization, February 24, 1909, to December 31, 1937: 

T.^^BLE 73.—Hudso7i Motor Car Co.—su-m.m.ary of net sales, net profit, cash dividends 
and surplus from organization Feb. 2.^, 1909, to Dec. 31, 1937 

Period ended Net sales 

Net profit 
after deduct
ing Federal 
income tax 

Gash divi
dends paid on 

common 
capital stock 

other addi
tions to or 
deductions 

from surplus 

Earnings 
capitalized 

tiirough stock 
dividends 

and transfers 
to oapital 

stock account 

Balance in 
surplus at 
tlie end of 

each period 

June 30, 1910. 
June 24, 1911. 
Jime 8, 1912., 
June 30, 1913. 
May 31, 1914. 
May 31, 1915, 
Dec. 5, 1916.. 
Nov. 30,1917. 
Nov. 30, 1918, 
Nov. 36,1919 
Nov. 30,1920. 
Nov. 30, 1921 
NOT. 30,1922 
Nov. 30, 1923 
Nov. 30, 1924 
Nov. 30, 1925. 
Dec. 31, 1026. 
Dec. 31, 1927. 
Dec. 31, 1028-
Dec. 31, 1929. 
Dec. 31, 1030, 
Dec. 31, 1031. 
Dee. 31, 1932, 
Dec, 31, 1933: 
Dec, 31, 1034, 
Dec, 31, 1935. 
Dec, 31, 1936. 
Dec, 31, 1937. 

Total.. 

5, 
7, 
11, 
11, 
14, 
37, 
29, 
23, 
69, 
84, 
39, 
07, 
90, 
114, 
200, 
162, 
187, 
186, 
202, 
78, 
38, 
23, 
20, 
48, 
58, 
71, 
68, 

080,999 
939, 434 
200, 010 
147,147 
215, 046 
368,614 
579, 356 
738,108 
390, 488 
331, 458 
005, 524 
825,144 
890, 050 
510, S48 
688, 292 
843,742 
964, 304 
298, 738 
852,158 
723, 252 
992, 454 
426, 377 
340„627, 
883, 968 
022, 226 
237, 793 
889, 465 
291,991 

$687,366 
451,643 
822,414 
840, 741 

1, 256,260 
1, 427, 517 
2, 734, 948 
1, 492, 511 
1,226,601 
2, 287,104 
1,156,462 
915, 850 

7,242,677 
8,003, 624 
8, 073, 459 
21,378, 504 
6,372, 874 
14, 451, 678 
13, 483, 040 
11,629,828 

200, 674 
1 2, 002, 046 
' 5, 285, 352 
1 4, 343, 854 
• 3, 375,205 

541,372 
3, 307,132 

717, 299 

$50,000 

205,000 
220,000 
37,800 

576; 400 
102;D00 
521,292 
476,193 
516.992 
716, 705 

1,761,489 
3,601,266 
3, 781, 394 
4,974, 663 
5,188, 772 
6,018, 443 
8.178, 862 
8.179, 800 
6,480,890 
1, 558,136 

$•13, 
I 23, 
' 7, 

1 68, 
1 272, 
' M7, 

628, 
387, 
•60, 

63, 
11, 

1 37, 

$1,010 
800,000 

895,000 

397, 203 

1 231, 
1 250, 
• 230, 
1 108, 
• 170, 
1 17,5, 
• 334, 

1 2,239, 
' 0, 500, 
1 3,129, 

1 80, 
' 6, 

521, 
1 38, 
1 78, 

865 
000 
000 
071 
421 
677 
973 
851 
385 
616 
634' 
072 
013 
336 
425 

10,700,000 

3, 300, 626 

~3,'33i,'62,6" 

$562, 676 
190, 288 
799, 811 

1, 361, 782 
1, 402, 529 
2,1,46,116 
6,317; 718 
6, 676 127 
7, 367, 087 
9,190, 470 
.9, 629, 678 

10, 60S, 287 
5, 289, 475 
9, 459, 979 

10, 201,419 
20,375,360 
23,119,766 
30, 482, 580 
35, fill, 081 
38, 720,130 
30, 200,069 
20,1-15,503 
U,730,-635 
7, ,300,047 
3,924, 770 
4,987,165 
8,266,952 
8,497,623 

1, 948, 642, 689 94, 655,101 1 54, 531,188 ' 12, 580,843 > 19,028, 260 

1 Loss or deduction, 
' This $19,028,260 of net earnings transferred from surplus to capital consisting of 3 

dends and $12,601,010 of capitalized earnings. 
1,627,250 of stock divi-

Froin the foregoing table i t wdh be noted that the net earnhigs, after 
deductmg provisions for Federal income tax of $16,400,498, for the 
enthe period of operations from 1909 to 1937, inclusive, amounted to 
$94,655,101, that $54,531,188 was distributed in ca.sb dividends on 
the common capital stock, and $19,028,260 capitalized through trans
fers to the common stock account. Other additions to or deductions 
from surplus a.mounted to a net deduction of $12,580,843. There 
remained $8,497,623 as undistributed earnings in the surplus account 
at December 31, 1937. 

Principal stockholders. May 5,1938.—As of May 5, 1938, there were 
12 stockholdings of 1 percent or more of the total number of shares of 
Hudson Motor Car Co, outstanding December 31, 1937. Two other 
holders had holdings slightly under 1 percent. The list of principal 
stockholders follows: 
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Holders of 1 percent or more of capit.al stock of Hudson Motor Car Co., as of May 5, 

1938 

Stockholders Number 
of shares 

Percent 
of stock 

outstaud-
ing 1 

Guido G. Bebn 
Helen V. Bebn 
Cornelius K. Chapin, Roy D. Chapin, aud Inez T, Chapin (trustees) 
Inez T, Chapin 
Roy D, Chapin, care of Inez T. Chapin aud Cornelius K, Chapm, administrators. 
Horneblower & Weeks 
E. A. Pierce & Co 
Susan P. McAneeny 
Louise Webber Jackson, executrix 
Elouise J. Webber 
Elouise J, Webber (trustee) 
Richard H . Webber „. 
Richard H. Webber (trustee) 
Broekman's Administratiekants 

Total 

10,255 
15,766 
70,000 
10, 306 
68, 497 
15, 435 
22,159 
16, 644 
70,046 
50, 280 
18, 900 
27, 555 
12,000 

170, 600 

684,493 

1.0 
1.0 
4.4 
,7 

4.3 
1.0 
1.4 
1.0 
4.4 
3.2 
1.2 
1.7 
.8 

10.7 

36.8 

1 1,588,810 shares outstanding at Dec. 31, 1937. 

The largest stockholder as of May 5, 1938, wa,s Brockman's Adminis
tratiekants, of the Netherlands. There w'ere three other large hold
ings, two of 4.4 percent and one of 4.3 percent in the names of trustees 
and administrators. 

Officers and directors,—As already stated the company was founded 
in 1909, bv J. L . Hudson, R. B. Jackson. Hugh Chalmers, H . E. 
Coffin, F, b . Bezner, Roy D. Chapin, J, j . Brady, R. H . "Webber, 
George Dunham, and Lee Counselman. J. L . Hudson was elected 
the first president. The founders of the company continued td control 
the coinpany for many j-ears. The officers and directors in recent 
years have held only relatively sinaU stock equities in the company. 
Usually the board of directors w'as made up of the officers and depart
ment heads and some others wdio were not actively engaged in the 
operations of the company. 

The officers as of December 31, 1937, were: 
A. E. Barit, president, general manager, and director. 
S, G, Baits, first vice,president, assistant general manager, and director. 
W. R. Tracy, vice president, in charge of sales, and director. 
J, B. Swegles, vice president, in charge of manufacturing, and director. 
C, A, Ccstdyk, vice president, in charge of purchasing, and director, 
A, Hood, treasurer and director, 
C, D. Sterling, secretary and director, 
C, K, Chapin, director. 
H. H. Northrup, director. 

Comparat-im balance sheets, 1927-37.—The more recent growth of 
Hudson Motor Car Co, is showai by the comparative balance sheets 
for the period 1927-37 followdng: 



TABLE 74,—Hudson Motor Car Co.—Comparative balance sheets at Dec, 31 each year, 1926 to 1937, inclusive. 

1926 1927 1928 1929 1930 1931 1932 1933 1034 1035 1936 1937 

ASSETS 

Cash. . , 
Marketable securities 

$4,463,385 
6,079,707 
9, 186,933 

1,422,899 
610,955 

20, 500 
707,341 

28,324,028 

$5, 286,962 
8, 005, 312 

13, 989, 296 

3, 027, 636 
657, 088 

22,000 
1, 065,158 

29,762,631 

$6, 014,640 
13,989,003 
13, 167,880 

3,764,668 
1,263,130 

21,250 
1,048,332 

29,072, 338 

,$4, 760, 030 
12, 393, 862 
13, 466, 679 

2, 337, 926 
1,542,813 

19, 900 
1,216,021 

33,270, 309 

$4,963,106 
9,005,003 
6,843,900 

2,230, 605 
2,003,881 

19,750 
590,856 

30,172, 792 

$1, 840,887 
7, 067,938 
4,476,668 

1,014, 431 
3, 416, 024 

11,625 
2,010,310 

29,337, 533 

$2, 054,892 
2, 088, 813 
3, 014, 084 

776, 607 
3,103,286 

11, 340 
475, 285 

24, 064, 575 

$2,190, 229 
344, 607 

4,088, 045 

3S2, 396 
1, 066, 938 

62, 074 
538,083 

22,971,731 

$2, 138,834 $9,144, 043 $9, 694, 446 
1, 999, 289 
6, 606,104 

1, 356, 957 
1,700,930 

115, 2,30 
702, 639 

18, 839,177 

$4, 275,184 
4,909, 638 
5, 033,661 

982,731 
1,063,847 

120,955 
744, 665 

17,997, 269 

Inventories. . _ 
Accounts and notes receiv

able - -
Investments in subsidiaries, _ 
Miscellaneous investments 

and assets 
Pre])aid and deferred i tems. . 
Eeal estate, buildings, and 

equipment 

To ta l assets 

LIABn.ITIES 

Accounts payable 
Accrued liabUities 
Emjiloyees' stock purchase 

contracts 

$4,463,385 
6,079,707 
9, 186,933 

1,422,899 
610,955 

20, 500 
707,341 

28,324,028 

$5, 286,962 
8, 005, 312 

13, 989, 296 

3, 027, 636 
657, 088 

22,000 
1, 065,158 

29,762,631 

$6, 014,640 
13,989,003 
13, 167,880 

3,764,668 
1,263,130 

21,250 
1,048,332 

29,072, 338 

,$4, 760, 030 
12, 393, 862 
13, 466, 679 

2, 337, 926 
1,542,813 

19, 900 
1,216,021 

33,270, 309 

$4,963,106 
9,005,003 
6,843,900 

2,230, 605 
2,003,881 

19,750 
590,856 

30,172, 792 

$1, 840,887 
7, 067,938 
4,476,668 

1,014, 431 
3, 416, 024 

11,625 
2,010,310 

29,337, 533 

$2, 054,892 
2, 088, 813 
3, 014, 084 

776, 607 
3,103,286 

11, 340 
475, 285 

24, 064, 575 

$2,190, 229 
344, 607 

4,088, 045 

3S2, 396 
1, 066, 938 

62, 074 
538,083 

22,971,731 

3,566,633 

1,176,295 
1, 482, 518 

146,133 
786,903 

21,293,771 

4, 095, 407 

1, 569,464 
1,240,332 

141,686 
702, 108 

19,745,698 

$9, 694, 446 
1, 999, 289 
6, 606,104 

1, 356, 957 
1,700,930 

115, 2,30 
702, 639 

18, 839,177 

$4, 275,184 
4,909, 638 
5, 033,661 

982,731 
1,063,847 

120,955 
744, 665 

17,997, 269 

Inventories. . _ 
Accounts and notes receiv

able - -
Investments in subsidiaries, _ 
Miscellaneous investments 

and assets 
Pre])aid and deferred i tems. . 
Eeal estate, buildings, and 

equipment 

To ta l assets 

LIABn.ITIES 

Accounts payable 
Accrued liabUities 
Emjiloyees' stock purchase 

contracts 

50,714,838 61, 705, 683 68,341,297 69, 012, 640 66,000, 553 

3, 564, 689 
629, 481 

623, 047 
130, 720 

49, 173,416 

2,381,744 
691, 640 

568,821 
117,261 

36, 588, 881 

1, 491, 244 
626, 760 

31, 650,103 

2,745,168 
494,149 

30,580,987 

3, 442,374 
1,114,480 

36, 629, 398 

4, 299, 436 
1, 531, 454 

41, 012, 772 

5, 787,110 
1, 931, 344 

36, 107, 840 

Inventories. . _ 
Accounts and notes receiv

able - -
Investments in subsidiaries, _ 
Miscellaneous investments 

and assets 
Pre])aid and deferred i tems. . 
Eeal estate, buildings, and 

equipment 

To ta l assets 

LIABn.ITIES 

Accounts payable 
Accrued liabUities 
Emjiloyees' stock purchase 

contracts 

4,322,662 
603, 127 

5,402, 401 
729, 090 

178, 029 
248,892 

2, 218,680 
2,044, 950 

442,911 

6,882, 245 
741,737 

412,769 
317,219 

1,781, 360 
2,044,960 

591,706 

4,146,160 
803, 047 

694, 326 
144,020 

1, 410, 000 
2, 044, 950 
1,185, 651 

66,000, 553 

3, 564, 689 
629, 481 

623, 047 
130, 720 

49, 173,416 

2,381,744 
691, 640 

568,821 
117,261 

36, 588, 881 

1, 491, 244 
626, 760 

31, 650,103 

2,745,168 
494,149 

30,580,987 

3, 442,374 
1,114,480 

36, 629, 398 

4, 299, 436 
1, 531, 454 

41, 012, 772 

5, 787,110 
1, 931, 344 

1,876, 740 
1, 196, 246 

Dealers' deposits on contracts. 
Provision for Federal income 

tax 

165,977 

706, 100 
1,397, 044 

292,912 

5,402, 401 
729, 090 

178, 029 
248,892 

2, 218,680 
2,044, 950 

442,911 

6,882, 245 
741,737 

412,769 
317,219 

1,781, 360 
2,044,960 

591,706 

4,146,160 
803, 047 

694, 326 
144,020 

1, 410, 000 
2, 044, 950 
1,185, 651 

66,000, 553 

3, 564, 689 
629, 481 

623, 047 
130, 720 

49, 173,416 

2,381,744 
691, 640 

568,821 
117,261 70, 451 68, 651 64,661 58, 951 

92, 500 568, 000 147,188 
Accriied dividends 

165,977 

706, 100 
1,397, 044 

292,912 

5,402, 401 
729, 090 

178, 029 
248,892 

2, 218,680 
2,044, 950 

442,911 

6,882, 245 
741,737 

412,769 
317,219 

1,781, 360 
2,044,960 

591,706 

4,146,160 
803, 047 

694, 326 
144,020 

1, 410, 000 
2, 044, 950 
1,185, 651 

1,197, 495 
879,971 

399, 165 
6, 651, 966 

58, 951 

92, 500 568, 000 147,188 

Contingency reserve 
Borrowed money, less un

165,977 

706, 100 
1,397, 044 

292,912 

5,402, 401 
729, 090 

178, 029 
248,892 

2, 218,680 
2,044, 950 

442,911 

6,882, 245 
741,737 

412,769 
317,219 

1,781, 360 
2,044,960 

591,706 

4,146,160 
803, 047 

694, 326 
144,020 

1, 410, 000 
2, 044, 950 
1,185, 651 

1,197, 495 
879,971 

399, 165 
6, 651, 966 2,114,170 982, 404 

1, 000, 000 

19, 053, 694 
7,300,047 

918,100 

1,800,000 

19,316, 606 
3, 924.770 

888, 743 

6, 945, 355 

18, 825, 804 
4, 987,155 

931, 207 

4, 713,355 

18,825,804 
8, 255, 952 

1,019,219 

3,580,780 

10,700,044 
8,497, 623 

c o m m o n capital stoclc, less 
treasury stock, 

Surplus 

Tota l liabilities 

19,958, 260 
23, 119,786 

19,958,250 
30, 482, 580 

19,968,260 
35, 611, 082 

19, 958, 250 
38, 726,136 

18,709,081 
30,260,009 

18,217, 320 
20,146, 503 

19, 656,731 
11, 730, 535 

982, 404 

1, 000, 000 

19, 053, 694 
7,300,047 

918,100 

1,800,000 

19,316, 606 
3, 924.770 

888, 743 

6, 945, 355 

18, 825, 804 
4, 987,155 

931, 207 

4, 713,355 

18,825,804 
8, 255, 952 

1,019,219 

3,580,780 

10,700,044 
8,497, 623 

c o m m o n capital stoclc, less 
treasury stock, 

Surplus 

Tota l liabilities 60,714,838 61, 705, 683 68,341,297 69, 012, 540 50, 000,563 49,173, 410 35, 588,881 31, 060, 103 30, 580,987 30, 629, 398 41, 012, 772 36,107,840 
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The balance sbeets show that the ledger value of real estate, buhd-
ings, and equipment decreased from a ma.xhnum of $33,276,309 
December 31, 1929, to $17,997,259 December 31, 1937. The items 
of cash and marketable securities which aggregated approximately 
$20,000,000 December 31, 1928, decreased to only $2,139,000 at the 
end of 1934, and, with better business, increased to nearly $11,700,000 
December 31, 1936, and remained at nearly $9,275,000 at the end of 
1937. 

The surplus of the companj^, which reached a maxhnum of over 
$38,725,000 December 31, 1929, was steadily and rapidly decreased 
to about $3,925,000 December 31, 1934, after which i t was buht up 
to nearly $8,500,000 at the end of 1937. 

Rates of return.—The ratios of annual net profit to the average 
investment are presented on three bases, namely, total investment, 
common-stock holders' investment, and investment in the domestic 
manufacture and wholesale distribution of motor vehicles. 

Tbe total investment of Hudson Motor Car Co. consisted of com
mon stock, borrowed funds, reinvested surplus, and surplus reserves. 
There was no appreciation included in any of these investments. 
The rate of return on the total investment was 34.12 percent in 1927 
and declined to 21.80 percent in 1929 and 0.48 percent in 1930. 
During 1931 to 1934, inclusive, the company had losses but in later 
years profits were made of 3.17 percent in 1935, 13.12 hi 1936, and 
3.25 percent in 1937. For the ll-year period, 1927 to 1937, inclusive, 
the average annual rate of return on total investments was 7.96 
percent. 

The stockholders' investment was practicallj'- the same as the total 
investment for the reason that there were relatively only small 
amounts of borrowed funds which were excluded from the stock
holders' mvestment. The differences in rates of return on the two 
bases were negligible. For the ll-year period the annual average 
rate of return on the stockholders' investment was 8.06 percent. 

The rates of return on the investment in the domestic motor-vehicle 
business generally were higher m profitable years and the losses were 
greater in unprofitable years than the rates on the total investment. 
During the ll-year period, 1927 to 1937, inclusive, the annual average 
rate of return was 9,40 percent. As shown in the following table, the 
years 1927, 1928, and 1929 were the most profitable with rates of 
return of 41.36, 35.69, and 29.35 percent, respectively. Losses were 
sustained during each year from 1930 to 1934, inclusive. The profits 
for 1935, 1936, and 1937 were relatively smaller than for other profit
able years as the investment was smaller after the depression than 
prior thereto. However, the rates of return for those 3 years in 
cliroiiological order were 3.50, 14.39, and 3.73 percent. 
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The investments, profits, and rates of return on the three bases 
discussed above are presented in the following table: 

TABLE 75.—Hudson Motor Car Co.—Summary of investments, profits, and rates of 
return, 1927 to 1937, inclusive 

Tota l 
investment 

Stock
holders-

investment 

Investment 
i n domestic 

motor-
vehicle 

business 

Average investment: ' 
1027 $48,903,849 

56,806,913 
.59, 867,045 
5.5, 701,129 
47,559,155 
39, 522, 845 

. 30, 374, 468 
27; 196, 989 
29, 447, 050 
32,189, 291 
33,136, 400 

$•18,619,175 
55, 622, 354 
59, o n , 212 
65, 667, 679 
47, 434,965 
39, 0,58, 113 
30, 221, 839 
25; 7,50,8,55 
24,470, 839 
26,687, 5S3 
29, 017, 518 

$39, 528,914 
41,622,794 
42,487,937 
41,665,297 
34,104, 003 
31,127, 200 
25, 414, 023 
24, 758, 439 
26,923, 618 
29, 390, 791 
29,060, 677 

1928 , , , , 
$48,903,849 
56,806,913 
.59, 867,045 
5.5, 701,129 
47,559,155 
39, 522, 845 

. 30, 374, 468 
27; 196, 989 
29, 447, 050 
32,189, 291 
33,136, 400 

$•18,619,175 
55, 622, 354 
59, o n , 212 
65, 667, 679 
47, 434,965 
39, 0,58, 113 
30, 221, 839 
25; 7,50,8,55 
24,470, 839 
26,687, 5S3 
29, 017, 518 

$39, 528,914 
41,622,794 
42,487,937 
41,665,297 
34,104, 003 
31,127, 200 
25, 414, 023 
24, 758, 439 
26,923, 618 
29, 390, 791 
29,060, 677 

1029 

$48,903,849 
56,806,913 
.59, 867,045 
5.5, 701,129 
47,559,155 
39, 522, 845 

. 30, 374, 468 
27; 196, 989 
29, 447, 050 
32,189, 291 
33,136, 400 

$•18,619,175 
55, 622, 354 
59, o n , 212 
65, 667, 679 
47, 434,965 
39, 0,58, 113 
30, 221, 839 
25; 7,50,8,55 
24,470, 839 
26,687, 5S3 
29, 017, 518 

$39, 528,914 
41,622,794 
42,487,937 
41,665,297 
34,104, 003 
31,127, 200 
25, 414, 023 
24, 758, 439 
26,923, 618 
29, 390, 791 
29,060, 677 

1930 . , 

$48,903,849 
56,806,913 
.59, 867,045 
5.5, 701,129 
47,559,155 
39, 522, 845 

. 30, 374, 468 
27; 196, 989 
29, 447, 050 
32,189, 291 
33,136, 400 

$•18,619,175 
55, 622, 354 
59, o n , 212 
65, 667, 679 
47, 434,965 
39, 0,58, 113 
30, 221, 839 
25; 7,50,8,55 
24,470, 839 
26,687, 5S3 
29, 017, 518 

$39, 528,914 
41,622,794 
42,487,937 
41,665,297 
34,104, 003 
31,127, 200 
25, 414, 023 
24, 758, 439 
26,923, 618 
29, 390, 791 
29,060, 677 

1031 

$48,903,849 
56,806,913 
.59, 867,045 
5.5, 701,129 
47,559,155 
39, 522, 845 

. 30, 374, 468 
27; 196, 989 
29, 447, 050 
32,189, 291 
33,136, 400 

$•18,619,175 
55, 622, 354 
59, o n , 212 
65, 667, 679 
47, 434,965 
39, 0,58, 113 
30, 221, 839 
25; 7,50,8,55 
24,470, 839 
26,687, 5S3 
29, 017, 518 

$39, 528,914 
41,622,794 
42,487,937 
41,665,297 
34,104, 003 
31,127, 200 
25, 414, 023 
24, 758, 439 
26,923, 618 
29, 390, 791 
29,060, 677 

1032 ,_„ 

$48,903,849 
56,806,913 
.59, 867,045 
5.5, 701,129 
47,559,155 
39, 522, 845 

. 30, 374, 468 
27; 196, 989 
29, 447, 050 
32,189, 291 
33,136, 400 

$•18,619,175 
55, 622, 354 
59, o n , 212 
65, 667, 679 
47, 434,965 
39, 0,58, 113 
30, 221, 839 
25; 7,50,8,55 
24,470, 839 
26,687, 5S3 
29, 017, 518 

$39, 528,914 
41,622,794 
42,487,937 
41,665,297 
34,104, 003 
31,127, 200 
25, 414, 023 
24, 758, 439 
26,923, 618 
29, 390, 791 
29,060, 677 

19,33 , . , , 

$48,903,849 
56,806,913 
.59, 867,045 
5.5, 701,129 
47,559,155 
39, 522, 845 

. 30, 374, 468 
27; 196, 989 
29, 447, 050 
32,189, 291 
33,136, 400 

$•18,619,175 
55, 622, 354 
59, o n , 212 
65, 667, 679 
47, 434,965 
39, 0,58, 113 
30, 221, 839 
25; 7,50,8,55 
24,470, 839 
26,687, 5S3 
29, 017, 518 

$39, 528,914 
41,622,794 
42,487,937 
41,665,297 
34,104, 003 
31,127, 200 
25, 414, 023 
24, 758, 439 
26,923, 618 
29, 390, 791 
29,060, 677 

1934 . , . . 

$48,903,849 
56,806,913 
.59, 867,045 
5.5, 701,129 
47,559,155 
39, 522, 845 

. 30, 374, 468 
27; 196, 989 
29, 447, 050 
32,189, 291 
33,136, 400 

$•18,619,175 
55, 622, 354 
59, o n , 212 
65, 667, 679 
47, 434,965 
39, 0,58, 113 
30, 221, 839 
25; 7,50,8,55 
24,470, 839 
26,687, 5S3 
29, 017, 518 

$39, 528,914 
41,622,794 
42,487,937 
41,665,297 
34,104, 003 
31,127, 200 
25, 414, 023 
24, 758, 439 
26,923, 618 
29, 390, 791 
29,060, 677 

1036 

$48,903,849 
56,806,913 
.59, 867,045 
5.5, 701,129 
47,559,155 
39, 522, 845 

. 30, 374, 468 
27; 196, 989 
29, 447, 050 
32,189, 291 
33,136, 400 

$•18,619,175 
55, 622, 354 
59, o n , 212 
65, 667, 679 
47, 434,965 
39, 0,58, 113 
30, 221, 839 
25; 7,50,8,55 
24,470, 839 
26,687, 5S3 
29, 017, 518 

$39, 528,914 
41,622,794 
42,487,937 
41,665,297 
34,104, 003 
31,127, 200 
25, 414, 023 
24, 758, 439 
26,923, 618 
29, 390, 791 
29,060, 677 

1930 

$48,903,849 
56,806,913 
.59, 867,045 
5.5, 701,129 
47,559,155 
39, 522, 845 

. 30, 374, 468 
27; 196, 989 
29, 447, 050 
32,189, 291 
33,136, 400 

$•18,619,175 
55, 622, 354 
59, o n , 212 
65, 667, 679 
47, 434,965 
39, 0,58, 113 
30, 221, 839 
25; 7,50,8,55 
24,470, 839 
26,687, 5S3 
29, 017, 518 

$39, 528,914 
41,622,794 
42,487,937 
41,665,297 
34,104, 003 
31,127, 200 
25, 414, 023 
24, 758, 439 
26,923, 618 
29, 390, 791 
29,060, 677 1937 -

$48,903,849 
56,806,913 
.59, 867,045 
5.5, 701,129 
47,559,155 
39, 522, 845 

. 30, 374, 468 
27; 196, 989 
29, 447, 050 
32,189, 291 
33,136, 400 

$•18,619,175 
55, 622, 354 
59, o n , 212 
65, 667, 679 
47, 434,965 
39, 0,58, 113 
30, 221, 839 
25; 7,50,8,55 
24,470, 839 
26,687, 5S3 
29, 017, 518 

$39, 528,914 
41,622,794 
42,487,937 
41,665,297 
34,104, 003 
31,127, 200 
25, 414, 023 
24, 758, 439 
26,923, 618 
29, 390, 791 
29,060, 677 

Annua] average . . , 

$48,903,849 
56,806,913 
.59, 867,045 
5.5, 701,129 
47,559,155 
39, 522, 845 

. 30, 374, 468 
27; 196, 989 
29, 447, 050 
32,189, 291 
33,136, 400 

$•18,619,175 
55, 622, 354 
59, o n , 212 
65, 667, 679 
47, 434,965 
39, 0,58, 113 
30, 221, 839 
25; 7,50,8,55 
24,470, 839 
26,687, 5S3 
29, 017, 518 

$39, 528,914 
41,622,794 
42,487,937 
41,665,297 
34,104, 003 
31,127, 200 
25, 414, 023 
24, 758, 439 
26,923, 618 
29, 390, 791 
29,060, 677 

Annua] average . . , 41, 791, 339 40,178,911 33, 261, 881 

P r o f i t s : ' 
1927 , , , 

41, 791, 339 40,178,911 33, 261, 881 

P r o f i t s : ' 
1927 , , , 16, 683, 068 

15, 278, 462 
13, 053, 848 

267, 249 
s 1, 995,139 
3 6, 265, 785 
• 4, 336, 202 
' 3, 326,449 

932, 563 
4, 222,163 
1, 075,497 

16, 670, 268 
15, 264, 390 
13, 039,828 

200, 074 
s 2, 002, 046 
3 5, 280, 362 
» 4, 343,864 
J 3, 375, 205 

633,872 
3, 87,5', 132 

864, 487 

16, 369,818 
14,820, 908 
12, 470, 589 
' 1.50,505 

3 2, 273, 442 
3 5, 394, 207 
' •!, 337, 961 
2 3, 317, 672 

941,188 
4, 230, 674 
1,083, 635 

1928 
16, 683, 068 
15, 278, 462 
13, 053, 848 

267, 249 
s 1, 995,139 
3 6, 265, 785 
• 4, 336, 202 
' 3, 326,449 

932, 563 
4, 222,163 
1, 075,497 

16, 670, 268 
15, 264, 390 
13, 039,828 

200, 074 
s 2, 002, 046 
3 5, 280, 362 
» 4, 343,864 
J 3, 375, 205 

633,872 
3, 87,5', 132 

864, 487 

16, 369,818 
14,820, 908 
12, 470, 589 
' 1.50,505 

3 2, 273, 442 
3 5, 394, 207 
' •!, 337, 961 
2 3, 317, 672 

941,188 
4, 230, 674 
1,083, 635 

1929 - , . . . -

16, 683, 068 
15, 278, 462 
13, 053, 848 

267, 249 
s 1, 995,139 
3 6, 265, 785 
• 4, 336, 202 
' 3, 326,449 

932, 563 
4, 222,163 
1, 075,497 

16, 670, 268 
15, 264, 390 
13, 039,828 

200, 074 
s 2, 002, 046 
3 5, 280, 362 
» 4, 343,864 
J 3, 375, 205 

633,872 
3, 87,5', 132 

864, 487 

16, 369,818 
14,820, 908 
12, 470, 589 
' 1.50,505 

3 2, 273, 442 
3 5, 394, 207 
' •!, 337, 961 
2 3, 317, 672 

941,188 
4, 230, 674 
1,083, 635 

1030 , - -

16, 683, 068 
15, 278, 462 
13, 053, 848 

267, 249 
s 1, 995,139 
3 6, 265, 785 
• 4, 336, 202 
' 3, 326,449 

932, 563 
4, 222,163 
1, 075,497 

16, 670, 268 
15, 264, 390 
13, 039,828 

200, 074 
s 2, 002, 046 
3 5, 280, 362 
» 4, 343,864 
J 3, 375, 205 

633,872 
3, 87,5', 132 

864, 487 

16, 369,818 
14,820, 908 
12, 470, 589 
' 1.50,505 

3 2, 273, 442 
3 5, 394, 207 
' •!, 337, 961 
2 3, 317, 672 

941,188 
4, 230, 674 
1,083, 635 

1931 , 

16, 683, 068 
15, 278, 462 
13, 053, 848 

267, 249 
s 1, 995,139 
3 6, 265, 785 
• 4, 336, 202 
' 3, 326,449 

932, 563 
4, 222,163 
1, 075,497 

16, 670, 268 
15, 264, 390 
13, 039,828 

200, 074 
s 2, 002, 046 
3 5, 280, 362 
» 4, 343,864 
J 3, 375, 205 

633,872 
3, 87,5', 132 

864, 487 

16, 369,818 
14,820, 908 
12, 470, 589 
' 1.50,505 

3 2, 273, 442 
3 5, 394, 207 
' •!, 337, 961 
2 3, 317, 672 

941,188 
4, 230, 674 
1,083, 635 

1932 

16, 683, 068 
15, 278, 462 
13, 053, 848 

267, 249 
s 1, 995,139 
3 6, 265, 785 
• 4, 336, 202 
' 3, 326,449 

932, 563 
4, 222,163 
1, 075,497 

16, 670, 268 
15, 264, 390 
13, 039,828 

200, 074 
s 2, 002, 046 
3 5, 280, 362 
» 4, 343,864 
J 3, 375, 205 

633,872 
3, 87,5', 132 

864, 487 

16, 369,818 
14,820, 908 
12, 470, 589 
' 1.50,505 

3 2, 273, 442 
3 5, 394, 207 
' •!, 337, 961 
2 3, 317, 672 

941,188 
4, 230, 674 
1,083, 635 

1933 - , 

16, 683, 068 
15, 278, 462 
13, 053, 848 

267, 249 
s 1, 995,139 
3 6, 265, 785 
• 4, 336, 202 
' 3, 326,449 

932, 563 
4, 222,163 
1, 075,497 

16, 670, 268 
15, 264, 390 
13, 039,828 

200, 074 
s 2, 002, 046 
3 5, 280, 362 
» 4, 343,864 
J 3, 375, 205 

633,872 
3, 87,5', 132 

864, 487 

16, 369,818 
14,820, 908 
12, 470, 589 
' 1.50,505 

3 2, 273, 442 
3 5, 394, 207 
' •!, 337, 961 
2 3, 317, 672 

941,188 
4, 230, 674 
1,083, 635 

1934 J 

16, 683, 068 
15, 278, 462 
13, 053, 848 

267, 249 
s 1, 995,139 
3 6, 265, 785 
• 4, 336, 202 
' 3, 326,449 

932, 563 
4, 222,163 
1, 075,497 

16, 670, 268 
15, 264, 390 
13, 039,828 

200, 074 
s 2, 002, 046 
3 5, 280, 362 
» 4, 343,864 
J 3, 375, 205 

633,872 
3, 87,5', 132 

864, 487 

16, 369,818 
14,820, 908 
12, 470, 589 
' 1.50,505 

3 2, 273, 442 
3 5, 394, 207 
' •!, 337, 961 
2 3, 317, 672 

941,188 
4, 230, 674 
1,083, 635 

1936 , 

16, 683, 068 
15, 278, 462 
13, 053, 848 

267, 249 
s 1, 995,139 
3 6, 265, 785 
• 4, 336, 202 
' 3, 326,449 

932, 563 
4, 222,163 
1, 075,497 

16, 670, 268 
15, 264, 390 
13, 039,828 

200, 074 
s 2, 002, 046 
3 5, 280, 362 
» 4, 343,864 
J 3, 375, 205 

633,872 
3, 87,5', 132 

864, 487 

16, 369,818 
14,820, 908 
12, 470, 589 
' 1.50,505 

3 2, 273, 442 
3 5, 394, 207 
' •!, 337, 961 
2 3, 317, 672 

941,188 
4, 230, 674 
1,083, 635 

1936,,,, - - -

16, 683, 068 
15, 278, 462 
13, 053, 848 

267, 249 
s 1, 995,139 
3 6, 265, 785 
• 4, 336, 202 
' 3, 326,449 

932, 563 
4, 222,163 
1, 075,497 

16, 670, 268 
15, 264, 390 
13, 039,828 

200, 074 
s 2, 002, 046 
3 5, 280, 362 
» 4, 343,864 
J 3, 375, 205 

633,872 
3, 87,5', 132 

864, 487 

16, 369,818 
14,820, 908 
12, 470, 589 
' 1.50,505 

3 2, 273, 442 
3 5, 394, 207 
' •!, 337, 961 
2 3, 317, 672 

941,188 
4, 230, 674 
1,083, 635 1937 

16, 683, 068 
15, 278, 462 
13, 053, 848 

267, 249 
s 1, 995,139 
3 6, 265, 785 
• 4, 336, 202 
' 3, 326,449 

932, 563 
4, 222,163 
1, 075,497 

16, 670, 268 
15, 264, 390 
13, 039,828 

200, 074 
s 2, 002, 046 
3 5, 280, 362 
» 4, 343,864 
J 3, 375, 205 

633,872 
3, 87,5', 132 

864, 487 

16, 369,818 
14,820, 908 
12, 470, 589 
' 1.50,505 

3 2, 273, 442 
3 5, 394, 207 
' •!, 337, 961 
2 3, 317, 672 

941,188 
4, 230, 674 
1,083, 635 

Annual average,,, . , 

16, 683, 068 
15, 278, 462 
13, 053, 848 

267, 249 
s 1, 995,139 
3 6, 265, 785 
• 4, 336, 202 
' 3, 326,449 

932, 563 
4, 222,163 
1, 075,497 

16, 670, 268 
15, 264, 390 
13, 039,828 

200, 074 
s 2, 002, 046 
3 5, 280, 362 
» 4, 343,864 
J 3, 375, 205 

633,872 
3, 87,5', 132 

864, 487 

16, 369,818 
14,820, 908 
12, 470, 589 
' 1.50,505 

3 2, 273, 442 
3 5, 394, 207 
' •!, 337, 961 
2 3, 317, 672 

941,188 
4, 230, 674 
1,083, 635 

Annual average,,, . , 3, 326, 288 3, 236, 562 3,125, 729 

Rates of return: 
1927 - , , 

3, 326, 288 3, 236, 562 3,125, 729 

Rates of return: 
1927 - , , 

Percent 
34.12 
27.38 
21.80 

.48 
' 4.20 
' 13.32 
3 14.28 
s 12. 23 

3.17 
13.12 
3. 25 

Percent 
34.29 
27.49 
21.88 

.47 
3 4.22 
' 13. 53 
3 14. 37 
» 13. 11 

2.69 
• 14.62 

2.98 

Percent 
41,39 
35, 69 
29.35 
3.36 

3 6. 66 
3 17. 33 
3 17. 27 
3 13. 40 

3.50 
14.39 
3.73 

1928 

Percent 
34.12 
27.38 
21.80 

.48 
' 4.20 
' 13.32 
3 14.28 
s 12. 23 

3.17 
13.12 
3. 25 

Percent 
34.29 
27.49 
21.88 

.47 
3 4.22 
' 13. 53 
3 14. 37 
» 13. 11 

2.69 
• 14.62 

2.98 

Percent 
41,39 
35, 69 
29.35 
3.36 

3 6. 66 
3 17. 33 
3 17. 27 
3 13. 40 

3.50 
14.39 
3.73 

1029 

Percent 
34.12 
27.38 
21.80 

.48 
' 4.20 
' 13.32 
3 14.28 
s 12. 23 

3.17 
13.12 
3. 25 

Percent 
34.29 
27.49 
21.88 

.47 
3 4.22 
' 13. 53 
3 14. 37 
» 13. 11 

2.69 
• 14.62 

2.98 

Percent 
41,39 
35, 69 
29.35 
3.36 

3 6. 66 
3 17. 33 
3 17. 27 
3 13. 40 

3.50 
14.39 
3.73 

1930,,- --

Percent 
34.12 
27.38 
21.80 

.48 
' 4.20 
' 13.32 
3 14.28 
s 12. 23 

3.17 
13.12 
3. 25 

Percent 
34.29 
27.49 
21.88 

.47 
3 4.22 
' 13. 53 
3 14. 37 
» 13. 11 

2.69 
• 14.62 

2.98 

Percent 
41,39 
35, 69 
29.35 
3.36 

3 6. 66 
3 17. 33 
3 17. 27 
3 13. 40 

3.50 
14.39 
3.73 

1931 

Percent 
34.12 
27.38 
21.80 

.48 
' 4.20 
' 13.32 
3 14.28 
s 12. 23 

3.17 
13.12 
3. 25 

Percent 
34.29 
27.49 
21.88 

.47 
3 4.22 
' 13. 53 
3 14. 37 
» 13. 11 

2.69 
• 14.62 

2.98 

Percent 
41,39 
35, 69 
29.35 
3.36 

3 6. 66 
3 17. 33 
3 17. 27 
3 13. 40 

3.50 
14.39 
3.73 

1932,,, 

Percent 
34.12 
27.38 
21.80 

.48 
' 4.20 
' 13.32 
3 14.28 
s 12. 23 

3.17 
13.12 
3. 25 

Percent 
34.29 
27.49 
21.88 

.47 
3 4.22 
' 13. 53 
3 14. 37 
» 13. 11 

2.69 
• 14.62 

2.98 

Percent 
41,39 
35, 69 
29.35 
3.36 

3 6. 66 
3 17. 33 
3 17. 27 
3 13. 40 

3.50 
14.39 
3.73 

1933 . . 

Percent 
34.12 
27.38 
21.80 

.48 
' 4.20 
' 13.32 
3 14.28 
s 12. 23 

3.17 
13.12 
3. 25 

Percent 
34.29 
27.49 
21.88 

.47 
3 4.22 
' 13. 53 
3 14. 37 
» 13. 11 

2.69 
• 14.62 

2.98 

Percent 
41,39 
35, 69 
29.35 
3.36 

3 6. 66 
3 17. 33 
3 17. 27 
3 13. 40 

3.50 
14.39 
3.73 

1034 

Percent 
34.12 
27.38 
21.80 

.48 
' 4.20 
' 13.32 
3 14.28 
s 12. 23 

3.17 
13.12 
3. 25 

Percent 
34.29 
27.49 
21.88 

.47 
3 4.22 
' 13. 53 
3 14. 37 
» 13. 11 

2.69 
• 14.62 

2.98 

Percent 
41,39 
35, 69 
29.35 
3.36 

3 6. 66 
3 17. 33 
3 17. 27 
3 13. 40 

3.50 
14.39 
3.73 

1935 

Percent 
34.12 
27.38 
21.80 

.48 
' 4.20 
' 13.32 
3 14.28 
s 12. 23 

3.17 
13.12 
3. 25 

Percent 
34.29 
27.49 
21.88 

.47 
3 4.22 
' 13. 53 
3 14. 37 
» 13. 11 

2.69 
• 14.62 

2.98 

Percent 
41,39 
35, 69 
29.35 
3.36 

3 6. 66 
3 17. 33 
3 17. 27 
3 13. 40 

3.50 
14.39 
3.73 

1036..,_ 

Percent 
34.12 
27.38 
21.80 

.48 
' 4.20 
' 13.32 
3 14.28 
s 12. 23 

3.17 
13.12 
3. 25 

Percent 
34.29 
27.49 
21.88 

.47 
3 4.22 
' 13. 53 
3 14. 37 
» 13. 11 

2.69 
• 14.62 

2.98 

Percent 
41,39 
35, 69 
29.35 
3.36 

3 6. 66 
3 17. 33 
3 17. 27 
3 13. 40 

3.50 
14.39 
3.73 .1937 - . , -

Percent 
34.12 
27.38 
21.80 

.48 
' 4.20 
' 13.32 
3 14.28 
s 12. 23 

3.17 
13.12 
3. 25 

Percent 
34.29 
27.49 
21.88 

.47 
3 4.22 
' 13. 53 
3 14. 37 
» 13. 11 

2.69 
• 14.62 

2.98 

Percent 
41,39 
35, 69 
29.35 
3.36 

3 6. 66 
3 17. 33 
3 17. 27 
3 13. 40 

3.50 
14.39 
3.73 

Annual average., , 

Percent 
34.12 
27.38 
21.80 

.48 
' 4.20 
' 13.32 
3 14.28 
s 12. 23 

3.17 
13.12 
3. 25 

Percent 
34.29 
27.49 
21.88 

.47 
3 4.22 
' 13. 53 
3 14. 37 
» 13. 11 

2.69 
• 14.62 

2.98 

Percent 
41,39 
35, 69 
29.35 
3.36 

3 6. 66 
3 17. 33 
3 17. 27 
3 13. 40 

3.50 
14.39 
3.73 

Annual average., , 7.96 8. 06 9,40 7.96 8. 06 9,40 

' Investments averaged at beginning and end of year e.xcept that borrowed money was averaged monthly, 
- Before deduction of provisions for Federal income tax. 
^ Loss, 

The domestic motor-vehicle business referred to in the preceding 
table and text represents the operations of Hudson Motor Car Co. 
only, excluding subsidiaries engaged in operating distributorsbips in 
the United States and foreign countries which operations were some
what comparable to those of independent motor-vehicle dealers. 
Thus the domestic motor-vehicle business consisted of domestic 
manufacturing and the wholesale distribution to domestic and foreign 
dealers or distributors. The investments in marketable securities 
and other miscellaneous outside or idle investments, together with the 
income thereon, were also elhninated from the total investment to 
determine the hivestment in the domestic motor-vehicle business and 
the profit applicable thereto. 

Income and expenses,—The net sales and net profit after deducting 
Federal hicome tax was previously shown in table 73 for the entire 
period of operations from 1909 to 1937, inclusive. I t will be noted in 
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that table that the only years in which losses were recorded were 
1931, 1932, 1933, and 1934. Profits were made in 1935, 1936, and 
1937, but the total profit for these 3 yeai-s did not equal the loss for 
1932. The total profit for the ll-year period from 1927 to 1937, 
inclusive, amounted to $29,384,566 as compared with a profit of 
$21,378,504 for the year ended November 30, 1925. A summary of 
the income and expenses for Hudson Motor Car Co., for each calendar 
year and in total for the ll-year period, 1927 to 1937, inclusive, is 
presented in the following table. 

TABLE 76.—Hudson Motor Car Co.—Summary of income and expenses and iiet 
profits applicable to various bases of investments, by calendar years, 1927 io 1937, 
inclusive 

1927 1928 1929 1930 1931 1932 

Net sales , , , 
Factory cost of sales 

Gross p r o f i t , , , . 
Commercial expense. . , 

Ne t prof i t on sales _ 
Other income, net 

Net profi t f rom domestic 
motor-vehicle business,,. 

Net income f rom outside invest
ments _ _ , , , . . . . 

Ne t prof i t before interest 
aud Federal income t a x . . 

Interest on borrowed money 

N e t prof i t before Federal 
i n c o m e t a x—s t o c k-
holders' equi ty . , , , 

Federal income and sui'tax 

,$187,298,737 
161, 663, 477 

$185,852,157 
160, 650, 806 

$202,723,262 
178,150,182 

$78,992,463 
69,995,4,0 

$38,426,377 
35, 870, 481 

$23,346,527 
23,266, 068 

Net sales , , , 
Factory cost of sales 

Gross p r o f i t , , , . 
Commercial expense. . , 

Ne t prof i t on sales _ 
Other income, net 

Net profi t f rom domestic 
motor-vehicle business,,. 

Net income f rom outside invest
ments _ _ , , , . . . . 

Ne t prof i t before interest 
aud Federal income t a x . . 

Interest on borrowed money 

N e t prof i t before Federal 
i n c o m e t a x—s t o c k-
holders' equi ty . , , , 

Federal income and sui'tax 

25, 635, 260 
10,149, 756 

25, 201, 351 
11,291,187 

24, 573, 070 
13, 162,277 

8, 997, 037 
0, 405, 320 

2, 555, 8:6 
5, 003, 060 

80, 469 
6, 573, 993 

Net sales , , , 
Factory cost of sales 

Gross p r o f i t , , , . 
Commercial expense. . , 

Ne t prof i t on sales _ 
Other income, net 

Net profi t f rom domestic 
motor-vehicle business,,. 

Net income f rom outside invest
ments _ _ , , , . . . . 

Ne t prof i t before interest 
aud Federal income t a x . . 

Interest on borrowed money 

N e t prof i t before Federal 
i n c o m e t a x—s t o c k-
holders' equi ty . , , , 

Federal income and sui'tax 

16, 485, 505 
874, 313 

13,910,164 
910, 744 

11,420, 793 
1, 0'19, 796 

1 498, 233 
347, 778 

1 2,447, 764 
174, 322 

1 6,493, 524 
99, 317 

Net sales , , , 
Factory cost of sales 

Gross p r o f i t , , , . 
Commercial expense. . , 

Ne t prof i t on sales _ 
Other income, net 

Net profi t f rom domestic 
motor-vehicle business,,. 

Net income f rom outside invest
ments _ _ , , , . . . . 

Ne t prof i t before interest 
aud Federal income t a x . . 

Interest on borrowed money 

N e t prof i t before Federal 
i n c o m e t a x—s t o c k-
holders' equi ty . , , , 

Federal income and sui'tax 

16,359,818 

324,140 

14,820,903 

467, 554 

12, 470, 689 

633, 269 

1 150, 506 

417, 754 

1 2,273,442 

277,304 

' 5,394, 207 

128, 422 

Net sales , , , 
Factory cost of sales 

Gross p r o f i t , , , . 
Commercial expense. . , 

Ne t prof i t on sales _ 
Other income, net 

Net profi t f rom domestic 
motor-vehicle business,,. 

Net income f rom outside invest
ments _ _ , , , . . . . 

Ne t prof i t before interest 
aud Federal income t a x . . 

Interest on borrowed money 

N e t prof i t before Federal 
i n c o m e t a x—s t o c k-
holders' equi ty . , , , 

Federal income and sui'tax 

16, 683, 958 
13, 700 

15,278,462 
14,072 

13, 063,818 
14, 020 

267, 249 
6, 675 

' 1,996,138 
6,908 

I 5, 265, 785 
19, 667 

Net sales , , , 
Factory cost of sales 

Gross p r o f i t , , , . 
Commercial expense. . , 

Ne t prof i t on sales _ 
Other income, net 

Net profi t f rom domestic 
motor-vehicle business,,. 

Net income f rom outside invest
ments _ _ , , , . . . . 

Ne t prof i t before interest 
aud Federal income t a x . . 

Interest on borrowed money 

N e t prof i t before Federal 
i n c o m e t a x—s t o c k-
holders' equi ty . , , , 

Federal income and sui'tax 
16, 670, 258 
2, 218, 580 

15, 264, 390 
1,781,360 

13,030,828 
1,410,000 

260, 674 1 2,002,046 I 6,285,352 

Net prof i t after Federal 
income tax , , , , , 

16, 670, 258 
2, 218, 580 

15, 264, 390 
1,781,360 

13,030,828 
1,410,000 

Net prof i t after Federal 
income tax , , , , , 14,451,678 13,483, 040 11,620,828 260, 674 1 2,002,046 I 6, 286, 362 

1933 1934 1935 1936 1937 Tota l , 
1927-37 

Net sales,. 
Factory cost of s 

Gross profit 
Commercial expense, 

$20,883,968 ,$48,022,226 $58,237,793 $71,8 
20,840,069 45,909,708 151, 167,085,01,057,100 60, i?32, 715 870,009,097 

37,890 
4, 508,068 

Net profit on sales. 
Other income, net 

1 4,470,150 
82,198 

Net profit from domestic 
motor-vehicle business 

Net income from outside invest
ments 

Net profit before mterest and 
Federal income tax ,, 

Interest on loorrowed money 
Net profit before Federal 

income tax—stockholders' 
equity 

Federal income and surtax 

1 4,387,961 

51, 759 

1 4,336,202 
7,062 

1 4,343,864 

Net profit after Federal 
income tax I 4,343,854 

2,112,518 7,070,708 10,232,355 
6, 551, 747 6, 317, 463 6, 209, 720 

1 3,4:̂9, 229 
121,650 

1 3,317, 673 

1 8, 770 

> 3,326, 449 
48, 756 

> 3,375, 205 

1 3,375, 205 

753,255 
187, 932 

941,187 

1 8, 624 

932, 563 
298,691 

633, 872 
92, 500 

541,372 

4, 022, 635 
208, 039 

4, 230, 074 

18, 511 

4,222,103 
347, 031 

3, 875,132 
668, 000 

3,307,132 

7, 459, 270 
6, 578, 046 

881, 230 
202,405 

1, 083, 035 

1 8,138 

1, 075,497 
211,010 

804,487 
147,183 

717, 299 

113,055, 839 
83, 831, 210 

30,124, 623 
4, 258,400 

34,383,023 

2, 206,143 

30,589,166 
986, 982 

35,602,184 
6, 217,618 

29,384, 566 

' Loss, 

From the foregoing table i t will be noted there were wdde variations 
in operations from year to year. For instance, the net sales were 
$202,723,252 in 1929 and only $20,883,968 in 1933. The increases or 

171233—39 45 
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decreases in sales had corre-sponding effects on profits although these 
were not chrectlj^ correlated as evidenced by the fact that the greatest 
profit amounted to $14,451,678, during the year 1927, and the greatest 
loss was $5,285,352, recorded in 1932. 

Details of sales.—The net sales include motor vehicles and replace
ment parts plus the gross profit on sales of certain assemblj^ parts. 
The number of motor vehicles sold from the date of incorporation to 
the end of 1937, is given by years or periods below: 

Year or period 

Feb. 24, 1909, to June 30, 1910,. 
June 30, 1910, to June 24, 1911.. 
June 24, 1911, to June 8, 1912,.. 
June 8, 19!2, to June 30, 1913.,, 
June 30, 1913, to M a v 31, 1914.. 
M a y 31, 1914, to M a y 31, 1915,. 
M a y 31, 1915, to Deo. 5, 1910... 
Dec. 6, 1010, to Nov. 30, 1917.,. 
N o v . 30, 1917, to Nov . 30, 1918. 
N o v . 30, 1918, to N o v . 30, 1910, 
N o v . 30, 1919, to Nov . 30, 1920. 
Nov , 30, 1920, to Nov . 30, )92L 
N o v . ,30, 1921, to N o v . 30, 1922. 
N o v , 30, 1022, to Nov , 30, 1923, 
Nov , 30, 1923, to N o v . 30, 1924, 

Number of 
motor 

vehicles 
sold 

4,107 
5,448 
5,449 
6,221 
7,199 

10,918 
33,180 
21,320 
13, 348 
39, 286 
48,439 
2,5, 416 
01, 233 
88, 184 

128, 664 

Year or period 

N o v . 30, 1924, to Nov . 30, 1925 
Nov, 30, 1925, to Deo. 31, 1936. 
1027 
1928 
1929 
1930 . . . 
1931 
1932 
1933 
1934 
1935 
1936 : 
1937 : 

Tota l 

Number of 
motor 

vehicles 
sold 

263,937 
244, 667 • 
276,330 
282,162 
300, 783 
113,671 
58, 510 
39, 995 
39, 314 
81,827 
97, 024 

118,923 
• 100, 047 

Of tins total of 2,522,203 motor vehicles, 2,502,991 were passenger 
cars and 19,212 commercial vehicles. The manufacture of commercial 
velucles was begun in 1929. The largest number sold within 1 year 
was during 1937, when 6,910 commercial vehicles were sold. 

The number of motor vehicles exported as compared with the 
domestic sales for each year from 1927 to 1937, inclusive, is shown 
below: 

tl' 
ii Year 

'li 

Number of motor vehicles sold 

Year 

Number of motor vehicles sold tl' 
ii Year 

'li 

I n United 
States Exported Total 

Year 
In IJnited 

States Exported Total 

1 i 1927 248,973 
216, 535 
268,800 
95, 737 
66,739 
37,092 
34, 788 

27,367 
35,617 
31,983 
17,934 
1,777 
2,903.-
4, 520 

276,330 
282,152 
300, 783 
113,671 
58,516 
39, 995 
30,314 

1934 69, 858 
86,031 

108,106 
93, 297 

11,969 
10,993 
10,817 
13,350 

81,827 
97,024 

118, 923 
106, 647 

1} • 1928 
248,973 
216, 535 
268,800 
95, 737 
66,739 
37,092 
34, 788 

27,367 
35,617 
31,983 
17,934 
1,777 
2,903.-
4, 520 

276,330 
282,152 
300, 783 
113,671 
58,516 
39, 995 
30,314 

1935 
69, 858 
86,031 

108,106 
93, 297 

11,969 
10,993 
10,817 
13,350 

81,827 
97,024 

118, 923 
106, 647 

ii> 1920 

248,973 
216, 535 
268,800 
95, 737 
66,739 
37,092 
34, 788 

27,367 
35,617 
31,983 
17,934 
1,777 
2,903.-
4, 520 

276,330 
282,152 
300, 783 
113,671 
58,516 
39, 995 
30,314 

1936 

69, 858 
86,031 

108,106 
93, 297 

11,969 
10,993 
10,817 
13,350 

81,827 
97,024 

118, 923 
106, 647 ;; 1930 

248,973 
216, 535 
268,800 
95, 737 
66,739 
37,092 
34, 788 

27,367 
35,617 
31,983 
17,934 
1,777 
2,903.-
4, 520 

276,330 
282,152 
300, 783 
113,671 
58,516 
39, 995 
30,314 

1937, 

69, 858 
86,031 

108,106 
93, 297 

11,969 
10,993 
10,817 
13,350 

81,827 
97,024 

118, 923 
106, 647 

• IQZl 

248,973 
216, 535 
268,800 
95, 737 
66,739 
37,092 
34, 788 

27,367 
35,617 
31,983 
17,934 
1,777 
2,903.-
4, 520 

276,330 
282,152 
300, 783 
113,671 
58,516 
39, 995 
30,314 

Total . . . 

69, 858 
86,031 

108,106 
93, 297 

11,969 
10,993 
10,817 
13,350 

81,827 
97,024 

118, 923 
106, 647 

i 1932 . 

248,973 
216, 535 
268,800 
95, 737 
66,739 
37,092 
34, 788 

27,367 
35,617 
31,983 
17,934 
1,777 
2,903.-
4, 520 

276,330 
282,152 
300, 783 
113,671 
58,516 
39, 995 
30,314 

Total . . . 1, 345, 95.6 169,226 1, 515,182 
1' 1933 . . . . 

248,973 
216, 535 
268,800 
95, 737 
66,739 
37,092 
34, 788 

27,367 
35,617 
31,983 
17,934 
1,777 
2,903.-
4, 520 

276,330 
282,152 
300, 783 
113,671 
58,516 
39, 995 
30,314 

1, 345, 95.6 169,226 1, 515,182 

The trade names of the motor vehicles manufactured by Hudson 
Motor Car Co. hicluded "Hudson," "Essex," "Terraplane," and 
"Dover," or combinations of these. During the ll-year period, 
1927 to 1937, inclusive, tbe number of motor velncles sold by trade 
names was as follows: 
Hudson passenger cars 350, 180 
Terraplane and Essex passenger cars 1, 145, 790 
Terraplane, Essex, and Dover commercial vehicles 19, 212 

Total motor vehicles sold, ll-year period 1, 515, 182 

The nmnber of motor vehicles sold and the details of net sales, show
ing the deductions from gross billing and the segregation of sales 
between motor vehicles, accessories, replacement parts, and assembly 
parts, from 1927 to 1937, inclusive, are jiresented in the following table: 



TABLE 77.—Hudson Motor Car Co., details of nei sales, by calendar -years, 1927 io 1937, inclusive 

Number of motor vehicles sold: 
Hudson,,-
Terraplane and Essex 

Total, passenger cars 
Terraplane, F.ssex, and Dover com-

inercial vehicles 

Total, motor vehicles sold.. 

Net sales: 
Hudson ' 
Terraplane and Essex 
Terrai)lane, Essex, and Dover com

mercials -• 
Gross billing of motor vehicles, less trade 

discounts.',,, , '.. 
Sales of'options and accessories 1. 
Revenue from advertisiug 
Rcvcau'e from loading,., , , 
Additional billing, export ,. 
Dealers' infringement 
Freight,̂  insurance, etc., export 
Unclaimed deposits for retail report cards. 

Total above 
Less discounts and allowances: 

^Wholesale discounts 
Retail volume discounts 
Sales price adjustments 
Special allowances.,- , , . 
Allowance for junking plan. 
Oars unsold 

allow-Total discoimts and 
an ces 

Net sales of motor vehicles and acces
sories: 1, 

Net.salesreplacement parts 
Body part sales, net profit only 
Parts shipped to Canada, net profit 

' only :.. 
Total; net sales _.. 

1927 

65, 
,210, 

5,991 
0,33i 

276, 33p 

276, 330 

$56, 040, 037 
112, 430, 016 

178, 470,033 
377, 229 

I , 610, 623 
1,420,034 

3,973 
1,048 

181,882, 990 

101, 0.S7 

181, 781, 933; 
0, 516,804 

187, 298, 737 

1928 

52, 301 
229, 861 

282,152 

2S'S, 162 

$62,484,843 
123, 382, 961 

176, 867, 804 
1,156, 748 
1, 373, 043 
1, 709, 209 

2,493 
2,458 

ISO, U l , 766 

180, 111, 765 
5,740, 402 

186, 852,157 

71,136 
227, 62; 

293, 663 

2,120 
300, 783 

$53,498,948 
122, 004, 029 

1,15,5, 044 

135, 748, 621 
4,517,598 
4, 603, 610 
1, 638, 716 

8, 370 
2,086 

10.7, 619, 001 

810,11: 

.81.0,117 

196, 708,8S4 
6,014, 368 

1930 

36, 557 
76, 051 

112, 008 

1,063 
113, 671 

$29, 571, 776 
41, 889, 730 

308,799 

71, 770, 314 
2, 834, 040 

393, 000 
897, 740 
20, 880 
3,802 
5, r"" 

76, 925, 684 

.872, 776 

72, 776 

76, 052, 903 
3, 939, 645 

202, 723, 252, 78, 992, 453 

1931 

17,470 
40, 326 

57, 796 

720 

$13, 582, 092 
19, 893, 6! 

102, 401 

33, 638, 091 
1, 082, 250 

965, 000 
187,888 

1,026 
1,828 

35,876, 082 

162,853 

107, 748 

'ioo,'ss4 

401, • 

35, 384, 592 
3,011,786 

18,426, 377 

1932 

7,010 
32, 573 
39, 5B3 

412 
39, 995 

$5,829, 489 
15, 080, 232 

94, 021 

21, 610, 342 
454, 750 
338, 323 
170,804 

419 
1, 000 

22, 676, 709 

340,105 

176, 000 
37, 600 

146, 655 

699, 360 

21, 876, 340 
I , 469, 405 

23, 346, 527 

1933 

6, 60S 

426 
39, 314 

$1, 713, 608 
17, 107, 297 

162, 099 

18, 9S3, 004 
955, 005 
455, 256 
164, 439 

1,143 
4,160 

20, 663, 016 

545, 622 

lOS, 733 
155, 425 

909, 780 

19, 663, 236 
1, 203, 243 

27, 489 
20,883, 968 

2,5, 704 
54, 17Q 

79, 93! 

1,893 
81, 827 

$16, 686, 060 
27, 248, 037 

807, 520 

44, 741, 617 
1, 149, 699 
1, 215, 650 

421, 145 

1,259 
5,17« 

47, 634, 548 

1, 602.105 

83, 967 
44, 082 

1, 630,151 

•15,001,39? 
1,973,829 

144, 00.3 
48, 022, 226 

1936 1936 1937 
Tota! 

1927-37 

28,295 
, 67,460 
95, 745 

1,270 
97, 024 

,518, 213,181 
33, 796, 060 

681,198 

63, 690, 430 
3, 258, 900 
1,411,815 

526,641 

1,489 
10, 071 

57, 799, 955 

1, 762, 4,52 

20, SOO 

10, 552 

1, 793, 804 

95, 589 
, 237, 793 

24, 328 
90, 206 

114, ,534 

4, 389 
118,923 

?15, 973, 630 
46, 601, 506 

2, 073, 710 

04, 048, 846 
3, 089, 844 
1, 740, 255 

630, 276 

904 
9,272 

71,019,487 

2, 133, 609 
90, 034, 

14, 741 

2, 338, 384 

68, 781,103 
2,977, 369 

12, 099 

118, 884 

19, 048 
SO, 689 

99, 737 

6,010 
106, 647 

$13, 373,1 
44, 006, 739 

3,442,817 

60, 912, 727 
3, 726, 086 
1, 549, 136 

801, 506 

528 
9, 529 
6,1S5 

67, 004, 000 

1,932,139 
114,430 

51, ,335 

2, 097, 913 

122, 780 
71,889,4651 68,291,991 

350, 180 
1,146, 790 
1, 496, 070 

19, 212 
1, 615,182 

$296.966, 835 
604, 226, 244 

8, 788, 809 

909, 981, 888 
23, 502, 155 
15. 656. 716 
8, 608, 458 

20, 880 
25,495 
53, 147 
5,185 

057,812,923 

8, 47S, SOO 
201, 473 

1, 530, 081 
1, 017, 324 
307, 639 
(6,628 

11, 044,835 

509, 618 
983,964,936 
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The changes in the method of bhling motor vehicles wdth respect to 
additional charges aud allowances accounted for the dift'erent items 
included in net sales. The regular trade discounts,: which varied 
from 24 to 30 percent on Hudsons, from 26 to 30 percent on Essex 
cars, and 21 to 24 percent on Terraplanes, during the period from 1927 
to 1937, inclusive, were deducted on the invoices, thus the amounts of 
gross billing shewn in the foregoing table are after deducting trade 
discounts.; However, such items as wholesale discounts, special dis
counts, and other allowances are sho-wn separatelj^. The wholesale 
discoimts, or overridhig discounts, ranging from 1 to 4 jiercent, were 
inaugurated in 1931 as compensation for distributors on motor vehicles 
sold by their dealers. From 1931 to 1937, inclusive, the amount of 
wholesale discounts was $8,478,890. Prior to' 1931 the trade dis
counts given by distributors to dealers were less than the trade dis-
comits aUowed by the factory to distributors, thereby the distributors 
were compensated during the earlier years for wholesale business, but 
the amomits of such compensation did not appear as a deduction from 
sales. In 1936 and 1937 the distributors received additional com
pensation in the form of a volume discount on retail sales only which 
amounted to $204,473 for the 2 years. From time to time the sales 
prices of certain models—or the full line of motor velucles—were 
reduced, necessitating refunds to distributors and dealers for cars in 
stock. These sales-price adjustments aggregated $1,530,081 during 
the ll'-j'-ear period. The amount of such adjustments obviously is not 
consequential, as it is directly affected by the number; of velucles in 
transit or in stock, wluch varies materially from one period to ianother. 
In 1929 the special allowance of $810,117 represented volume .discount 
allo-wed to direct factory dealers. Hudson Motor Gar Co. has always 
distrilDuted its motor vehicles through distributors who soldi at both 
retaii and wholesale, except during 1929 the company appointed certain 
direcjt dealers, but tlhs practice was discontinued the same ĵ ear, and 
since that time the distributors have appointed the dealers -with fac
tory approval. _ ; 

Repe-riue. frorn advertising and expense of advertising.—The-practice 
wherebj^ the manufacturer does the advertising and the distributors 
and dealers share in the cost thereof was started soon after the com
pany was organized and has continued to the present time. : All the 
new-car. adyeirtising in local and national publications has been done 
by the manufactm-er, and a part of the cost has been passed on to the 
distributors aud dealers as a charge for advertising. The balance of 
the cost of aelvertising, of course, goes into operating expenses and is 
passed on to the distributors ancl dealers in the cost of the car. 

The method of bhling or calculating the advertising charge to 
distributors. and dealers hfis changed from time to time. From the 
time this practice was hiaugm-ated, soon after the formation of the 
company, to the end of 1928 the basis for the charge to each dis
tributor was 50 percent of the cost of all newspaper advertising and 
billboard ladvertising in his respective territory. 

Since the beginning of 1929 the revenue from advertising was based 
on a flat charge per motor vehicle, as set forth here: 
1929: S20 per Hudson and S15 per Essex -n-ith some variations on certain export 

shipments. 
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1930: No separate charge at all from the begimiing of 1930 until'AtigiLst 13, when 
there was a reduction in list prices and au advertising charge was established 
at $20 per Hudson and $15 per Essex. 

1931: S20 per Hud,son and $15 per Essex. 
1932: $15 per Hudson, -SIO per Essex, and $6 per Terraplane. ., i 
1933: -S15 per Hudson eight, $12 per Hudson six, $10 per Terraplane ieight, and 

$8 per Terraplane six. ' . • . , . i .. 
1934-35: $15 per car on all cars, except the long -wheel base Hudson eight, -which 

wa.s $25. : 
1936-37: $15 per car on all models. 

The total amount collected and included hi sales for: ad;vertishig 
pm-poses was $15,655,715 during the ll-year period, -vvlihe.,the expense 
of advertising (including the advertising departmental 'expense) ; j I 
amounted to $38,328,489, of which $1,400,000 was deducted from 
surplus and the balance from income. Included m the advertismg 
expense was the amount of $29,176,559 expended for • adyer,tising 
space, consisting of $19,171,694 for newspaper space,. $7,520,2'23 |for 
magazme space, $1,664,271 for radio broadcasting, and $820,371 ;for 
outdoor or billboard advertising. The advertising;'expenses |are 
shown in detail in the follo-wing table: 



TABLE 78.—Hudson Motor Car Co.—Summary of advertising expenses, 1927 to 1937, inclusive 

Douii'.^tii' ndvortisitiii cxpen.se; 
.Ma!;:>;'.ino f.\VMv. 
Xow.'fpiiiiiM" si)acc 
l\a(ii,i bro:i(lc:i::tlMg 
Oniiioor-hillboard advertising. 

1927 

%M2b, 323 
2, 947, 331 

Tnliil siMou 
rroinoli(tnal expense, lileiature, shows, sup 

plies, proiiaratory expense, etc 
PnWicily,,. . , , , „ , , 
Shave of doal'ors' used-car advertising 
l^xjiousos of advertising department 

303, 5G1 

4,170, 215 

504, 398 

Tot:il domestic advertising expense,. 
Tot:il export advertising expense 

50, 516 

1923 

Sl, 148,714 
2, 5S2, S86 

3, 922, 995 

622, 066 

5,5,490 

4, 731,129 
95, 903 

4, OOO, 557 
195, 463 

Total advertising expense 14,827,092 4,706, 020 

%1,197,912 
3, 31,5, 290 
163, 788 
67, 196 

$944, 826 
2, 581, 673 

16, 6,2 

4, 744, 101 

6,53.845 
30, 999 

30, 219 

5,465, 264 
240,918 

3, 643, 181 

868, 797 
33,160 

22, 268 

4, 467, 402 
209, 266 

5, 706,172 4,660, 008 

$701, 214 
1, 182, 960 
108, 384 

1, 992, 568 

367, 363 
44, 769 
29, 631 
17, 174 

2, 451, 475 
78, 218 

2, 629,693 

1932 

$531,-632 
969,084 

1, 600,.710 

718,183 
40„090 
81,,002 
47,̂.004 

2,386,995 
53, 083 

2, 440,'078 

1933 

$106, 792 
800, 873 
535, 283 

1,440, 948 

301, 066 
79, 445 
41,220 
51,935 

1, OSl, 214 
49, 83B 

2, 031, 050 

1934 

$213, 672 
1, 084, 542 

381, 602 

1, 679, 816 

630, 616 
23, 871 
47,116 
48, 480 

3, 420, 899 
87, 302 

2, 517, 201 

1935 

S519, 736 
1, 460, 661 

276, 106 
95, 083 

2, 340, 486 

715, 376 
28, 808 
11,196 
32, 336 

3,128, 201 
73, 679 

3,201, 

1936 

$679, 049 
1, 227,194 

104, 908 

1,911,161 

6,69, 274 
27, 092 
52, 246 
27,150 

2, 676, 912 
94, 809 

2, 771, 721 

1937 

$052, 353 
1, 024, 794 

183, 420 
57, 729 

1, 918, 302 

659, 427 
27,100 
27, 879 
30, 403 

2, 663, 111 
177, 803 

3,840, 914 

Total, 
1027-37 

.$7, 620, 223 
19,171, 604 
1, 604, 271 

820, 371 

30, 176, 569 

6, 761, 000 
335, 320 
290, 280 
418, 981 

36, 972, 149 
1, 356, 340 

38,328,489 

OS 
00 
C5 

t?3 
0 
H 
•fa 
> 

W 
> 
d 
'S 
o 
o 

I The. amount ot $1,400,000 was deducted from surplu.s in 1931, so that the advertising expense deducted from income for 1931 was $1,129,693, and the total for:the ll-year period 
•i,-is S36,92S,4,S9. 

t-H 

Ul 

O 
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Charges for loading moior vehicles.—The company collected from 

distributors and dealers an amount, varying from time to time for 
loading, boxing, or delivering motor vehicles. These sums, in most 
cases, are passed on to the consumer. The charges on domestic ship
ments from 1927 to 1938, inclusive, are set forth below: 

Year 

Staging (per 
freight oar 

containing 3 
or 4 motor 
vehicles) 

Decking (per 
freight car 

containing 3 
or 4 motor 
vehicles) 

Loading (per 
motor ve

hicle) 

Drive-away 
delivery at 
factory (per 
motor ve

hicle 1) 

Loading at 
Windsor, 

Canada, for 
siiipraent to 

Un i t ed States 
(per freight 

car) 

Outside 
drive-away 
station for 

distributors 
(per motor 

vehicle) 

1927 $7.50 
7.50 
7. .50 
7.50 
7. .50 
7.50 
7. 60 

.$12.60 
12.50 
12.60 
12. 50 
12.50 
12. 60 
12. 50 

1928 
$7.50 

7.50 
7. .50 
7.50 
7. .50 
7.50 
7. 60 

.$12.60 
12.50 
12.60 
12. 50 
12.50 
12. 60 
12. 50 

1929 , ^ 

$7.50 
7.50 
7. .50 
7.50 
7. .50 
7.50 
7. 60 

.$12.60 
12.50 
12.60 
12. 50 
12.50 
12. 60 
12. 50 

1930 

$7.50 
7.50 
7. .50 
7.50 
7. .50 
7.50 
7. 60 

.$12.60 
12.50 
12.60 
12. 50 
12.50 
12. 60 
12. 50 

1931 

$7.50 
7.50 
7. .50 
7.50 
7. .50 
7.50 
7. 60 

.$12.60 
12.50 
12.60 
12. 50 
12.50 
12. 60 
12. 50 

$6. 00 
6.00 1932.,, 

$7.50 
7.50 
7. .50 
7.50 
7. .50 
7.50 
7. 60 

.$12.60 
12.50 
12.60 
12. 50 
12.50 
12. 60 
12. 50 

$6. 00 
6.00 

1933 

$7.50 
7.50 
7. .50 
7.50 
7. .50 
7.50 
7. 60 

.$12.60 
12.50 
12.60 
12. 50 
12.50 
12. 60 
12. 50 

$6. 00 
6.00 

$3.00 
1934 , , , , . 

$7.50 
7.50 
7. .50 
7.50 
7. .50 
7.50 
7. 60 

.$12.60 
12.50 
12.60 
12. 50 
12.50 
12. 60 
12. 50 

$3.50 
3.50 
3.50 
3.50 
3.50 

$7.50 
7.50 
7. 50 
8. 50 
8. 60 

$3.00 

1935 __, 
$3.50 

3.50 
3.50 
3.50 
3.50 

$7.50 
7.50 
7. 50 
8. 50 
8. 60 

1936 , 

$3.50 
3.50 
3.50 
3.50 
3.50 

$7.50 
7.50 
7. 50 
8. 50 
8. 60 

1937.., 

$3.50 
3.50 
3.50 
3.50 
3.50 

$7.50 
7.50 
7. 50 
8. 50 
8. 60 1038 

$3.50 
3.50 
3.50 
3.50 
3.50 

$7.50 
7.50 
7. 50 
8. 50 
8. 60 

$3.50 
3.50 
3.50 
3.50 
3.50 

$7.50 
7.50 
7. 50 
8. 50 
8. 60 

The loading charge of $3.50 per motor vehicle beginning in 1934 was 
at a higher rate than in prior years for the reason that three or four 
motor vehicles were loatlecl in oiie freight car. The cost of loachng 
was decreased with the installation of the Evans loading equipment 
in freight cars. During each year from 1927 to 1932, inclusive, the 
cost of loading exceeded the revenue but from 1933 to 1937, inclusive, 
the revenue exceeded the cost. For the ll-year period the revenue 
from loading was $8,568,458, while the costs and expenses of loading 
were $9,261,989 for tioth domestic and export shipments. On export 
shipments i t was generally necessary to box the assembled or unas
sembled cars. The charge for boxing, included in. the revenue from 
loading, varied periodical^ for different models and varied for the 
same model according to destinations. For instance, the charges for 
boxing assembled 1938-inodel motor vehicles ranged from $29 to 
$44,50 while for the unassembled 1938 models the charge ranged from 
$22,50 to $75 per motor vehicle, 

Com.mercial e.ipe7ise.—All operating expenses, except factory or 
mimufacturing costs and exijouses, arc classified as commercial ex
penses. Included in the commercial expenses were also the adver
tising exjienses, the subsidies paid finance company together vdth all 
otliei" general, administratiA'-e, and selling expenses, in the following 
amounts: 

Year 

General ad
ministrat ive 
and selling 
expenses 

Advert is ing 
expenses 

Suhsidics 
])aid to 
finance 

company 

Tota l com
mercial 
expense 

1027 $6,170,602 
6,111,372 
0, 832, 738 
4, 697, 951 
3, 827, 046 
3,123, 900 
2,479, 678 
3, 034, 540 
3,116,573 
3, 437, 999 
3, 737,132 

$4,827,092 
4, 796,020 
5, 700,172 
4, 666, 668 
1,129, 693 
3, .140, 078 
2, 031, 050 
2, 517, 201 
3, 201, 880 
2, 771, 721 
2, 840, 914 

$143,061 
383, 795 
013, 307 
130, 701 
46,921 
10,009 

2 2, 670 

$10,149, 755 
11,291,187 
13,152, 277 
9, 495, 320 
6, 003, 600 
,5, 573, 093 
4, 508, 058 
5, 561, 747 
6,317, 453 
6, 209, 720 
6, 578, 046 

1028 . . 
$6,170,602 

6,111,372 
0, 832, 738 
4, 697, 951 
3, 827, 046 
3,123, 900 
2,479, 678 
3, 034, 540 
3,116,573 
3, 437, 999 
3, 737,132 

$4,827,092 
4, 796,020 
5, 700,172 
4, 666, 668 
1,129, 693 
3, .140, 078 
2, 031, 050 
2, 517, 201 
3, 201, 880 
2, 771, 721 
2, 840, 914 

$143,061 
383, 795 
013, 307 
130, 701 
46,921 
10,009 

2 2, 670 

$10,149, 755 
11,291,187 
13,152, 277 
9, 495, 320 
6, 003, 600 
,5, 573, 093 
4, 508, 058 
5, 561, 747 
6,317, 453 
6, 209, 720 
6, 578, 046 

1929 

$6,170,602 
6,111,372 
0, 832, 738 
4, 697, 951 
3, 827, 046 
3,123, 900 
2,479, 678 
3, 034, 540 
3,116,573 
3, 437, 999 
3, 737,132 

$4,827,092 
4, 796,020 
5, 700,172 
4, 666, 668 
1,129, 693 
3, .140, 078 
2, 031, 050 
2, 517, 201 
3, 201, 880 
2, 771, 721 
2, 840, 914 

$143,061 
383, 795 
013, 307 
130, 701 
46,921 
10,009 

2 2, 670 

$10,149, 755 
11,291,187 
13,152, 277 
9, 495, 320 
6, 003, 600 
,5, 573, 093 
4, 508, 058 
5, 561, 747 
6,317, 453 
6, 209, 720 
6, 578, 046 

1930 , . . - , 

$6,170,602 
6,111,372 
0, 832, 738 
4, 697, 951 
3, 827, 046 
3,123, 900 
2,479, 678 
3, 034, 540 
3,116,573 
3, 437, 999 
3, 737,132 

$4,827,092 
4, 796,020 
5, 700,172 
4, 666, 668 
1,129, 693 
3, .140, 078 
2, 031, 050 
2, 517, 201 
3, 201, 880 
2, 771, 721 
2, 840, 914 

$143,061 
383, 795 
013, 307 
130, 701 
46,921 
10,009 

2 2, 670 

$10,149, 755 
11,291,187 
13,152, 277 
9, 495, 320 
6, 003, 600 
,5, 573, 093 
4, 508, 058 
5, 561, 747 
6,317, 453 
6, 209, 720 
6, 578, 046 

1931 , 

$6,170,602 
6,111,372 
0, 832, 738 
4, 697, 951 
3, 827, 046 
3,123, 900 
2,479, 678 
3, 034, 540 
3,116,573 
3, 437, 999 
3, 737,132 

$4,827,092 
4, 796,020 
5, 700,172 
4, 666, 668 
1,129, 693 
3, .140, 078 
2, 031, 050 
2, 517, 201 
3, 201, 880 
2, 771, 721 
2, 840, 914 

$143,061 
383, 795 
013, 307 
130, 701 
46,921 
10,009 

2 2, 670 

$10,149, 755 
11,291,187 
13,152, 277 
9, 495, 320 
6, 003, 600 
,5, 573, 093 
4, 508, 058 
5, 561, 747 
6,317, 453 
6, 209, 720 
6, 578, 046 

1932 , 

$6,170,602 
6,111,372 
0, 832, 738 
4, 697, 951 
3, 827, 046 
3,123, 900 
2,479, 678 
3, 034, 540 
3,116,573 
3, 437, 999 
3, 737,132 

$4,827,092 
4, 796,020 
5, 700,172 
4, 666, 668 
1,129, 693 
3, .140, 078 
2, 031, 050 
2, 517, 201 
3, 201, 880 
2, 771, 721 
2, 840, 914 

$143,061 
383, 795 
013, 307 
130, 701 
46,921 
10,009 

2 2, 670 

$10,149, 755 
11,291,187 
13,152, 277 
9, 495, 320 
6, 003, 600 
,5, 573, 093 
4, 508, 058 
5, 561, 747 
6,317, 453 
6, 209, 720 
6, 578, 046 

1933 

$6,170,602 
6,111,372 
0, 832, 738 
4, 697, 951 
3, 827, 046 
3,123, 900 
2,479, 678 
3, 034, 540 
3,116,573 
3, 437, 999 
3, 737,132 

$4,827,092 
4, 796,020 
5, 700,172 
4, 666, 668 
1,129, 693 
3, .140, 078 
2, 031, 050 
2, 517, 201 
3, 201, 880 
2, 771, 721 
2, 840, 914 

$143,061 
383, 795 
013, 307 
130, 701 
46,921 
10,009 

2 2, 670 

$10,149, 755 
11,291,187 
13,152, 277 
9, 495, 320 
6, 003, 600 
,5, 573, 093 
4, 508, 058 
5, 561, 747 
6,317, 453 
6, 209, 720 
6, 578, 046 

1934 

$6,170,602 
6,111,372 
0, 832, 738 
4, 697, 951 
3, 827, 046 
3,123, 900 
2,479, 678 
3, 034, 540 
3,116,573 
3, 437, 999 
3, 737,132 

$4,827,092 
4, 796,020 
5, 700,172 
4, 666, 668 
1,129, 693 
3, .140, 078 
2, 031, 050 
2, 517, 201 
3, 201, 880 
2, 771, 721 
2, 840, 914 

$143,061 
383, 795 
013, 307 
130, 701 
46,921 
10,009 

2 2, 670 

$10,149, 755 
11,291,187 
13,152, 277 
9, 495, 320 
6, 003, 600 
,5, 573, 093 
4, 508, 058 
5, 561, 747 
6,317, 453 
6, 209, 720 
6, 578, 046 

1936 

$6,170,602 
6,111,372 
0, 832, 738 
4, 697, 951 
3, 827, 046 
3,123, 900 
2,479, 678 
3, 034, 540 
3,116,573 
3, 437, 999 
3, 737,132 

$4,827,092 
4, 796,020 
5, 700,172 
4, 666, 668 
1,129, 693 
3, .140, 078 
2, 031, 050 
2, 517, 201 
3, 201, 880 
2, 771, 721 
2, 840, 914 

$10,149, 755 
11,291,187 
13,152, 277 
9, 495, 320 
6, 003, 600 
,5, 573, 093 
4, 508, 058 
5, 561, 747 
6,317, 453 
6, 209, 720 
6, 578, 046 

1036 , , 

$6,170,602 
6,111,372 
0, 832, 738 
4, 697, 951 
3, 827, 046 
3,123, 900 
2,479, 678 
3, 034, 540 
3,116,573 
3, 437, 999 
3, 737,132 

$4,827,092 
4, 796,020 
5, 700,172 
4, 666, 668 
1,129, 693 
3, .140, 078 
2, 031, 050 
2, 517, 201 
3, 201, 880 
2, 771, 721 
2, 840, 914 

$10,149, 755 
11,291,187 
13,152, 277 
9, 495, 320 
6, 003, 600 
,5, 573, 093 
4, 508, 058 
5, 561, 747 
6,317, 453 
6, 209, 720 
6, 578, 046 1937 . 

$6,170,602 
6,111,372 
0, 832, 738 
4, 697, 951 
3, 827, 046 
3,123, 900 
2,479, 678 
3, 034, 540 
3,116,573 
3, 437, 999 
3, 737,132 

$4,827,092 
4, 796,020 
5, 700,172 
4, 666, 668 
1,129, 693 
3, .140, 078 
2, 031, 050 
2, 517, 201 
3, 201, 880 
2, 771, 721 
2, 840, 914 

$10,149, 755 
11,291,187 
13,152, 277 
9, 495, 320 
6, 003, 600 
,5, 573, 093 
4, 508, 058 
5, 561, 747 
6,317, 453 
6, 209, 720 
6, 578, 046 

To ta l 

$6,170,602 
6,111,372 
0, 832, 738 
4, 697, 951 
3, 827, 046 
3,123, 900 
2,479, 678 
3, 034, 540 
3,116,573 
3, 437, 999 
3, 737,132 

$4,827,092 
4, 796,020 
5, 700,172 
4, 666, 668 
1,129, 693 
3, .140, 078 
2, 031, 050 
2, 517, 201 
3, 201, 880 
2, 771, 721 
2, 840, 914 

$10,149, 755 
11,291,187 
13,152, 277 
9, 495, 320 
6, 003, 600 
,5, 573, 093 
4, 508, 058 
5, 561, 747 
6,317, 453 
6, 209, 720 
6, 578, 046 

To ta l 46, 577, 543 36, 928, 489 1, 326,184 83, 831, 216 46, 577, 543 36, 928, 489 1, 326,184 83, 831, 216 

1 Includes 10 pjaUons of pcasoline, car wiish, and installation oi bumpers, 
2 Correction of prior years' payment. 
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• Advertising constitutes an important part of the general expenses 
of the company. During the ll-year period, i t ranged from a low of 
about $1,130,000 in 1931, to over'$5,706,000 in 1929, with an ll-year 
average for the period 1927-37 of nearly $3,360,000. 

Subsidies paid to finance company.—Contractual arrangements 
between Hudson Motor Car Co. and Commercial Investment Trust, 
Inc., have been in existence since September 15, 1922, providing for 
retail and wholesale fmaiiciiig of the sales of Hudson motor vehicles 
by the latter company. For this service, the finance company was 
paid a subsidy, in addition to the finance charges, which subsidy pay
ments were at the following rates; 

September 15, 1922, to April 15, 1924, at the rate of 1 percent of the amounts 
financed on retail sales. 

May 18, 1927, to December 21, 1928, at the rate of $20 per Hudson car and $7 
per Essex car financed for customers. 

December 21, 1928, to sometime in 1932, at the rate of $4 per Hudson car and $2 
per Essex car financed for customers. 

During the period from 1923 to 1932, inclusive, the total subsidy 
payments to Commercial Investment Trust, Inc., amounted to 
$1,470,797. 

Operating ratios.—The trends of income and expenses are shown by 
ratios to net sales and dollars per motor vehicle sold. The factory 
cost of sales, gross profit on sales, distributing and administrative ex
penses, other net income, and net profit from motor-vehicle business, 
are expressed in cents per dollar of net sales in the following ta.ble. 
I t will be noted that the factorj'' cost of sales ranged from 85,77 cents 
in prosperous years, to 99.82 cents per dohar of net sales in depression 
years. General and administrative expenses ranged from 5,42 cents 
to 23,87 cents per dollar of net sales, depending upon volume of 
business. 

TABLE 79,—Hudson Motor Car Co.—Costs, expenses, and profits per dollar of net 
sales, 1937 to 1937, inclusive 

Year 

Net sales, 
i nc lud ing 
accessories 
aud parts 

Factory 
• cost 

Factory 
profi t 

Adver
tising 

expense 

Other 
general 
aud ad
minis
trat ive 
expense 

To ta l 
general 
and ad-
miuis-. 
t rat ive 
expense 

Net 
prof i t 

on 
sales 

other 
income 
(net) 

Net 
prof i t 

Cents Cents Cents Cents . Cents Cents Cents Cents Cents 
1927 100.00 86. 31 13.69 2.58 2.84 6. 42 8.27 0.46 8.73 
1928 , 100.00 86.44 13. 66 2.58 3. 50 6.08 7. 48 .49 7, 97 
1929 100. 00 87.88 12.12 2. 82 3.67 6.49 5. 63 .62 6.15 
1930 100.00 88.61 11.39 5. 91 0. 11 12. 02 - . 6 3 .44 - . 19 
1931 100.00 93. 35 6. 65 2.94 10. 08 13.02 - 6 . 37 .46 - 6 . 9 2 
1932 100. 00 99.66 .34 10.45 13.42 23.87 -23 . 63 .43 -23.10 

100. 00 09.82 . 18 9. 72 11.86 21. 58 - 2 1 . 40 .39 -21 .01 
1934 100. 00 95. 60 4.40 5 24 0. 32 11. ,50 - 7 . 16 .26 - 6 . 9 1 
1935 100. 00 87. 86 12.14 5.60 5. 35 10, 85 1.29 .33 1. 62 
1936 100. 00 86. 77 14.23 3. 80 4. 78 8, 04 5. 69 .29 6.88 
1037 100. 00 89. 08 10.92 4. 16 5.'17 9.63 1.39 .30 1.59 

Annua l aver
age, 1927-37,,, 100. 00 88.42 11.68 3.75 4.77 8. 52 3. 06 ,43 .3.49 

1 Minus signs (—) denote loss. 

The precedhig table shows tbe ratios to net sales on the total 
motor-veiiicle business, consisting of motor vehicles, accessories, and 
parts. The ratios for the total business are slightly different from 
those for only the motoi'-vehicle and accessory business and consider
ably different than those for the replacement-parts business. The 
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accessorĵ  business is not shown separately as manj^ of the accessories 
were installed on the motor vehicles at the factory. Such equip
ment or options, such as special paint jobs, de luxe equipment, and 
some accessories, were an integral part of the motor vehicle. There
fore, operating i:atios are presented separately for the motor-vehicle 
and accessory busmess and the repair-parts business. The following 

. table shows the factorj'' cost of sales and the gross and net profits 
expressed in cents per dollar of net sales of motor vehicles and acces
sories only, excluding repair parts. 

TABLE 80.—Hudson Motor Car Co.—Costs, expenses, and profits per dollar of net 
sales of motor vehicles and accessories, excluding repair-parts business, 1927 to 
1937, inclusive 

Year 

Net sales, 
motor 

vehicles 
and ac
cessories 

Factoiy 
cost of 
sales 

Factory 
prof i t 

on sales 

Adver
tising 

expense 

Other dis
t r ibu t ion 
and ad

ministrative 
expense 

To ta l dis
t r ibu t ion 
and ad

ministrative 
expense 

Net 
p r o f i t 

on 
sales 

Other 
in 

come 
(net) 

Net 
p r o f i t 

Cents C£-ii(,s Cents- Ce-nts Cents Cents Cents Cents Cents 
1927 100 87.39 12. 01 3. 66 2. 41 5.07 7. 64 0. •IS S. 02 

100 87. 53 12. 47 2. 60 3.10 5. 70 0.71 .50 7.21 
100 88.93 11. 07 2.90 3. 24 6.14 4.93 .63 5. 46 

1930 , . 100 90. 31 9. 69 6.22 5. 51 11.73 12.04 .46 1 1. ,58 
1931 100 96.11 3.89 3. 19 9.12 r2. 31 IS. 42 .40 1 7. 93 
1932 100 102. 10 1 2. 10 11. 15 12. 52 23. 07 125.77 .46 1 25. 31 
1033., 100 103. 01 > 3.01 10. 33 10. 95 21.28 24.29 .42 1 23. 87 
1934 100 97. 64 2. 30 6. 48 6. 62 11.10 18. 74 .36 1 8. 48 
1936, , 100 S9. 12 10.88 5. 72 4. 61 10.33 .65 .34 .SO 
1936 100 87. 13 12.87 4.03 4.12 8.15 •4.72 .30 5. 02 
1937 100 90.68 9.32 4.38 4.73 9.11 .21 .31 .62 

Annua l aver
age, 1927-37 100 89.77 10.23 3. 00 4.19 8.09 2.14 .45 3. 59 

' Loss. 

The factory and net margms of profit on repair parts were higher 
than those for the motor-vehicle and accessory business only. The 
variations in factory profits on repair parts were from 36,64 cents to 
50.01 cents per dollar of net sales. The net profits due to variations 
in volume of sales ranged from 9,69 to 32,28 cents per dollar of net 
sales. The costs, expenses, and profits on the repair-parts business, 
expressed in cents per dollar of net sales, are presented for each year 
•from 1927 to 1937, inclusive, in the next table. 

TABLE 81.—Hudso7i Motor Car Co.— Costs, expenses, and profits per dollar of net 
sales of repair parts, 1927 to 1937, inclusive 

Ye-Ar 
Net sales 
of repair 

parts 

Factory 
cost of 
sales 

Factory 
prof i t 

ou sales 

Dis t r ibu
tion and 
general 

adminis
trative 

Net prof i t 
on sales 
of repair 

parts 

1927,,_ - , 
Cents 

100. 00 
100. 00 
100. 00 
100.00 
100. OO 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
100.00 

Cents 
50.83 
52.12 
53. 05 
66. 21 
61. 22 
63. 36 
49. 99 
65. 09 
09.14 
57. 89 
00. 51 

Ce-ats 
49.17 
47.88 
46. 30 
43. 79 
38.78 
36. 04 
50.01 
44.91 
40. 80 
42. 11 
39.49 

Cents 
16.89 
16. 04 
17. 72 
17. 62 
21.31 
20.95 
26.10 
21.34 
23. 34 
19.22 
19.82 

Cents 
32. 38 
31.84 
28. 63 
20. 17 
17.47 
9. 60 

23.91 
23. 57 
17. ,52 
22,89 
19, 67 

1028 

Cents 
100. 00 
100. 00 
100. 00 
100.00 
100. OO 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
100.00 

Cents 
50.83 
52.12 
53. 05 
66. 21 
61. 22 
63. 36 
49. 99 
65. 09 
09.14 
57. 89 
00. 51 

Ce-ats 
49.17 
47.88 
46. 30 
43. 79 
38.78 
36. 04 
50.01 
44.91 
40. 80 
42. 11 
39.49 

Cents 
16.89 
16. 04 
17. 72 
17. 62 
21.31 
20.95 
26.10 
21.34 
23. 34 
19.22 
19.82 

Cents 
32. 38 
31.84 
28. 63 
20. 17 
17.47 
9. 60 

23.91 
23. 57 
17. ,52 
22,89 
19, 67 

1939,,. , 

Cents 
100. 00 
100. 00 
100. 00 
100.00 
100. OO 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
100.00 

Cents 
50.83 
52.12 
53. 05 
66. 21 
61. 22 
63. 36 
49. 99 
65. 09 
09.14 
57. 89 
00. 51 

Ce-ats 
49.17 
47.88 
46. 30 
43. 79 
38.78 
36. 04 
50.01 
44.91 
40. 80 
42. 11 
39.49 

Cents 
16.89 
16. 04 
17. 72 
17. 62 
21.31 
20.95 
26.10 
21.34 
23. 34 
19.22 
19.82 

Cents 
32. 38 
31.84 
28. 63 
20. 17 
17.47 
9. 60 

23.91 
23. 57 
17. ,52 
22,89 
19, 67 

1930 

Cents 
100. 00 
100. 00 
100. 00 
100.00 
100. OO 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
100.00 

Cents 
50.83 
52.12 
53. 05 
66. 21 
61. 22 
63. 36 
49. 99 
65. 09 
09.14 
57. 89 
00. 51 

Ce-ats 
49.17 
47.88 
46. 30 
43. 79 
38.78 
36. 04 
50.01 
44.91 
40. 80 
42. 11 
39.49 

Cents 
16.89 
16. 04 
17. 72 
17. 62 
21.31 
20.95 
26.10 
21.34 
23. 34 
19.22 
19.82 

Cents 
32. 38 
31.84 
28. 63 
20. 17 
17.47 
9. 60 

23.91 
23. 57 
17. ,52 
22,89 
19, 67 

1 9 3 1 , . , 

Cents 
100. 00 
100. 00 
100. 00 
100.00 
100. OO 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
100.00 

Cents 
50.83 
52.12 
53. 05 
66. 21 
61. 22 
63. 36 
49. 99 
65. 09 
09.14 
57. 89 
00. 51 

Ce-ats 
49.17 
47.88 
46. 30 
43. 79 
38.78 
36. 04 
50.01 
44.91 
40. 80 
42. 11 
39.49 

Cents 
16.89 
16. 04 
17. 72 
17. 62 
21.31 
20.95 
26.10 
21.34 
23. 34 
19.22 
19.82 

Cents 
32. 38 
31.84 
28. 63 
20. 17 
17.47 
9. 60 

23.91 
23. 57 
17. ,52 
22,89 
19, 67 

1032 

Cents 
100. 00 
100. 00 
100. 00 
100.00 
100. OO 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
100.00 

Cents 
50.83 
52.12 
53. 05 
66. 21 
61. 22 
63. 36 
49. 99 
65. 09 
09.14 
57. 89 
00. 51 

Ce-ats 
49.17 
47.88 
46. 30 
43. 79 
38.78 
36. 04 
50.01 
44.91 
40. 80 
42. 11 
39.49 

Cents 
16.89 
16. 04 
17. 72 
17. 62 
21.31 
20.95 
26.10 
21.34 
23. 34 
19.22 
19.82 

Cents 
32. 38 
31.84 
28. 63 
20. 17 
17.47 
9. 60 

23.91 
23. 57 
17. ,52 
22,89 
19, 67 

1933. 

Cents 
100. 00 
100. 00 
100. 00 
100.00 
100. OO 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
100.00 

Cents 
50.83 
52.12 
53. 05 
66. 21 
61. 22 
63. 36 
49. 99 
65. 09 
09.14 
57. 89 
00. 51 

Ce-ats 
49.17 
47.88 
46. 30 
43. 79 
38.78 
36. 04 
50.01 
44.91 
40. 80 
42. 11 
39.49 

Cents 
16.89 
16. 04 
17. 72 
17. 62 
21.31 
20.95 
26.10 
21.34 
23. 34 
19.22 
19.82 

Cents 
32. 38 
31.84 
28. 63 
20. 17 
17.47 
9. 60 

23.91 
23. 57 
17. ,52 
22,89 
19, 67 

1934 

Cents 
100. 00 
100. 00 
100. 00 
100.00 
100. OO 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
100.00 

Cents 
50.83 
52.12 
53. 05 
66. 21 
61. 22 
63. 36 
49. 99 
65. 09 
09.14 
57. 89 
00. 51 

Ce-ats 
49.17 
47.88 
46. 30 
43. 79 
38.78 
36. 04 
50.01 
44.91 
40. 80 
42. 11 
39.49 

Cents 
16.89 
16. 04 
17. 72 
17. 62 
21.31 
20.95 
26.10 
21.34 
23. 34 
19.22 
19.82 

Cents 
32. 38 
31.84 
28. 63 
20. 17 
17.47 
9. 60 

23.91 
23. 57 
17. ,52 
22,89 
19, 67 

1035 , , 

Cents 
100. 00 
100. 00 
100. 00 
100.00 
100. OO 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
100.00 

Cents 
50.83 
52.12 
53. 05 
66. 21 
61. 22 
63. 36 
49. 99 
65. 09 
09.14 
57. 89 
00. 51 

Ce-ats 
49.17 
47.88 
46. 30 
43. 79 
38.78 
36. 04 
50.01 
44.91 
40. 80 
42. 11 
39.49 

Cents 
16.89 
16. 04 
17. 72 
17. 62 
21.31 
20.95 
26.10 
21.34 
23. 34 
19.22 
19.82 

Cents 
32. 38 
31.84 
28. 63 
20. 17 
17.47 
9. 60 

23.91 
23. 57 
17. ,52 
22,89 
19, 67 

1930 

Cents 
100. 00 
100. 00 
100. 00 
100.00 
100. OO 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
100.00 

Cents 
50.83 
52.12 
53. 05 
66. 21 
61. 22 
63. 36 
49. 99 
65. 09 
09.14 
57. 89 
00. 51 

Ce-ats 
49.17 
47.88 
46. 30 
43. 79 
38.78 
36. 04 
50.01 
44.91 
40. 80 
42. 11 
39.49 

Cents 
16.89 
16. 04 
17. 72 
17. 62 
21.31 
20.95 
26.10 
21.34 
23. 34 
19.22 
19.82 

Cents 
32. 38 
31.84 
28. 63 
20. 17 
17.47 
9. 60 

23.91 
23. 57 
17. ,52 
22,89 
19, 67 1937,,, , 

Cents 
100. 00 
100. 00 
100. 00 
100.00 
100. OO 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
100.00 

Cents 
50.83 
52.12 
53. 05 
66. 21 
61. 22 
63. 36 
49. 99 
65. 09 
09.14 
57. 89 
00. 51 

Ce-ats 
49.17 
47.88 
46. 30 
43. 79 
38.78 
36. 04 
50.01 
44.91 
40. 80 
42. 11 
39.49 

Cents 
16.89 
16. 04 
17. 72 
17. 62 
21.31 
20.95 
26.10 
21.34 
23. 34 
19.22 
19.82 

Cents 
32. 38 
31.84 
28. 63 
20. 17 
17.47 
9. 60 

23.91 
23. 57 
17. ,52 
22,89 
19, 67 

,'\.verage, ,., , _ - , 

Cents 
100. 00 
100. 00 
100. 00 
100.00 
100. OO 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
100.00 

Cents 
50.83 
52.12 
53. 05 
66. 21 
61. 22 
63. 36 
49. 99 
65. 09 
09.14 
57. 89 
00. 51 

Ce-ats 
49.17 
47.88 
46. 30 
43. 79 
38.78 
36. 04 
50.01 
44.91 
40. 80 
42. 11 
39.49 

Cents 
16.89 
16. 04 
17. 72 
17. 62 
21.31 
20.95 
26.10 
21.34 
23. 34 
19.22 
19.82 

Cents 
32. 38 
31.84 
28. 63 
20. 17 
17.47 
9. 60 

23.91 
23. 57 
17. ,52 
22,89 
19, 67 

,'\.verage, ,., , _ - , 100. 00 55. 48 44. 52 19.07 25.46 
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The average factory cost of sales for the ll-year period, 1927-37, 
was a little over 55 cents per dollar of sales, and the average net 
profits approximately 25 cents. The higher net profits in the depres
sion years are partly the res-Lilt of the relatively high volume of the 
sales of parts in times of unsatisfactory business conditions. 

Average profits per motorcar.—It is of interest to compare the costs, 
expenses, and profits on an avera,ge basis per motor vehicle sold. 
These average figures, of course, apply to all models of vehicles sold 
within each calendar year and there were a number of different-
priced motor vehicles sold hy Hudson Motor Car Co. Therefore, 
these data do not apply to any particular vehicle but are illustrative 
of the general trend of operations. For instance, during the ll-year 
period, from 1927 to 1937, inclusive, the average net sales per motor 
vehicle was $624,46, Tliis included $592.96 for motor vehicles, 
$10.33 for optional equipment or accessories, $5.66 for loading, and 
$15.51 for advertising. The sales of replacement parts were not in
cluded. The average net sales per motor vehicle, including acces
sories, loadmg, and advertising, varied from $499.90 to $660.26 for 
a calendar ĵ ear during the ll-j^ear period. Comparisons of the net 
sales and the gross and net profits per motor vehicle are presented in 
the followdng table: 



TABLE 82.—Hudson Motor Car Co.—Sales, cost, and expenses averaged per motor vehicle sold, for the motor vehicle and accessory business 
only, excluding repair parts, by calendar years, 19S7 to 1937, inclusive 

1928 1929 •1930 1931 1932 1933 1934 1935 1936 1937 Average, 
1927-37 

Sales—Gross hi l l rog, less trade diseounts^. 
Hudson, passenger vehicles 
Essex and TcLraplane, passenger vehicles.., 
Essex, Dover, and Terraplane, commercial. 

,411 motor vehicles 
Less adjustments and allowances,. 

Net sales of motor vehicles 
Ne t sales of options or accessories,. 
Revenue from loading 
Hevenue from ad\"erti3ing,_ 

Total net sales. 

Factory cost of motor vehicles sold 
Factory cost of optionai equipment or accessories sold. 
Loading expense , 

Total factor: 

Gross profits 

cost of s.^les. 

Commercial expense, excluding advertising,. 
JidvertisiUiT expense 

Total commercial expense. 

Net profit on sales of motor vehicles, accessories aud options,. 
Otlier income, net ^ 

Net profi t from motor-vehicle business excluding repair parts ?, 

Sl, 000,74 
634.62 

$1, 003. 51 
536. 80 

646. 86 
.35 

645. 61 
1.36 
6.14 
,5, 83 

6,57, 84 

567. 33 
.85 

0. 71 

82. 96 

15. 89 
17. 46 

33. 35 

49. 60 
3.16 

52. 76 

623. 31 
1.02 

620. 87 
2.66 

$777. 45 
493.32 
225. 56 

$831. 60 
481, 57 
229, 66 

574, 85 
8,35 

640, 33 
17, 45 

482, 85 
23,00 

546. 78 
19. 84 

623. 33 
4.09 
6.05 
4.88 

618. 21 
15.02 
5,46 

15. 31 

623.98 
24.93 
7. 00 
3.45 

566. 50 
18.49 
3.21 

16. 60 

522. 88 
11.37 
4. 27 
8.46 

459. 85 
24.29 
4.18 

11.58 

526. 94 
14,05 
5.15 

14,85 

638. 35 

548. 81 
2.70 
7. 26 

653. 99 

,563, 90 
10. S9 
6. 77 

660. 36 

,574. OS 
12.01 
0.30 

004. 70 

667. 93 
8. ,81 
4.44 

546. 98 

646. 72 
7. 26 
4.47 

499. 90 

490.90 
20. 38 
3.66 

560. 99 

534. 23 
8.67 
4. 98 

568.77 581.56 .596. 29 ,581, IS 6,58, 45 514. 04 647.77 

79. 68 03.97 ' 11.47 1 15.04 

19, 76 
17.00 

21.21 
IS. 07 

36.37 
41. 06 

66.13 
19. 30 

68. 40 
61. 01 

38. 76 40. IS 74. 43 

42. 82 
3.23 

32. 25 
3.49 

1 13.46 
3.00 

1 ,50, 91 
2. 98 

1 140. 94 
2.49 

46. 05 36.74 I 10.40 

,54. 71 
51. 66 

31.51 
30. 76 

106. 37 

1 131.41 
2. 09 

1 49. 05 
1.40 

119.33 

$843. 09 
,501, 05 
454. 42 

$050. 59 
616.61 
472. 48 

$702. 08 
,546. 60 
498. 24 

S848.04 
527.34 
457.40 

642.03 
18.36 

543. 62 
18. 74 

671.16 
10.53 

600.58 
7.62 

523. 67 
33. 69 

5. 43 
14.65 

524. 88 
33. 65 
6. 30 

14. 04 

561. 63 
34. 94 

7.52 
14. 62 

592.90 
10. 33 
5.06 

16. 51 

577.24 678. 37 608. 61 624.46 

434. 08 
26. 70 
3.66 

479. 32 
21. 41 
3.21 

523. 63 
23.41 
4.99 

,544. 15 
10.29 

6. 11 

514.40 ,551, 93 560. 55 

62. 84 74. 40 56. 68 63.91 

26.64 
33. 00 

23.82 
23.31 

28.79 
26. 64 

26.18 
24.37 

59. 64 55. 43 

3. 30 
1.94 

27. 27 
1.76 

1.25 
1.90 

13.36 
2.81 

29.03 

>^ 
O 
W 

O 

O 
1^ 
O 

<! 
R 
o 

u 
d 
w 
^^ 
13 

' Loss. 
2 other income (net) included principal ly cash discount o'n purchases which ivas assumed for the purpose of this tabulation, to apply only to the motor vehicle aud accessory 

business, excluding the repair-parts business. 
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The foregoing table shows that the gross profit per ' motor , vehicle 
before deducting distribution and administrative'; expenses', decreased 
from $82.95 in 1927, to '$23.52;in'1931. I n 1932 arid 1933,:ther^ were 
losses of $11.47 and $15.04, respectively. From 1934 to 1936, the 
gross profit increi^sed from $13.22 to $74,40, and dropped to $56|.68 in 
1937, I n 1937, the Hudson plants were closed for 5 weeks on account 
of labor difficul ties. The net profit per motor .-vehicle froii l the sales 
of motor velucles and accessories, excluding repair part^, averaged 
$16.17 for the ll-year period, and ranged from a profit of $52.76 in 
1927, to a loss of $138,45 per motor vehicle in 1932., liosses were 
sh-own from 1930 to 1934, inchisive, and profits of $5.14, $29.0-2, and 
$3.15 peri motor vehicle were made during 1935, 19.36, and '1937, 
respectively, • _ • ; • i 

Capital turn-over.—The variations in profits from'year to year were 
primarily caused by the range in the annual volupie of sales. The 
cha,nges in the investment to. some extent influenced the i-ates of re
turn but in general the resulting Mgh profits some years and large 
losses other years were reflected in corresponding rates j of return. 
The tiirii-o.ver of capital ranged from a low of 0.75 times iri 1932 to a 
high of 4.77 times in 1929, The rapidity of capital turn-over is com
mon to the industry. Raw materials are generallj'- purchased on 90-
day, terms .iwjiile. the, motor vehicles are sold .for cash, iihmediately 
after they are assembled. The high rate of tiirii-over of capital dur
ing profitable j'-ears is an important factor in accouuthig for the high 
rates of return. Comparisons of the investments, sales, capital turn
over, ratios of net profit and rates of return of Hudson Motor Car Co. 
are presented in tbe following tabulation: 

T.4BLE S3.— Turn-over of capital correlated to rotes of return., i(127 to 1037, inclusive 

-•Vvorago 
investuimit ,^:nnual• Ratio of Hate of 

Year . in motor- Not sales lurti-over uf 7iet profd. . return on 
voliicle cnpitaL • to not sales irn^cstment 

busiiic^s 

Thtics Percetit J\'rcent 
$39,528,014 ilS7, -208, 737 4. 74 8.173 41.30 

1928 , 41,522, 701 185.8,52, 157 4.48 7.; 07 i 35. (iO 
1929 , - 42. 4S7. 037 202. 723, 252 4.77 6."15 1 30.36 
1930 4\, 5,5,5,-207 78, 992. 453 1. 90 1.10 ' 1.36 
1931 , 34,104, 603 3S, m . 3T7 1. 13 1 5.̂ 02 j ' 0.66 

31, 127,-200 23, 346, 537 . 76: 123.10 1 1 17. 33 
1933 25, 414, 6-:3 20, S83, 008 .S3' 1 21..01 - ' 17. 27 
1934 • ,- , , 24, 768, 4;;9 4S, 023, 226 1.94 1 O.iOl • 1 13. 40 
1935 26,923,518 5S. 237, 793 2. 16 l.i62 3.50 
1936 , 29, 390, 791 71,889.4,55 2. 45 5.!8S 11.39 
1937 _, 29, 066. 677 03, 201,091 • 2.36 l.!59 3.73 

33,261,881 89,451,358 2. 09 . ; . 3.149 ; 9.40 

1 Loss. 

.Although 1937 automobile sales were exceeded only by those of 
1925, Hv,-lson 5ho'.ved lower net sales and a much lower rate of return 
cn izir^-zrn'i't for 1&37, as compared with 1936. This result was 
Tjf.rily -I-ie ''dgh<:: ̂ f'^z of marruiacture and partly to the I'nct Lhat the 
HucK-z. -.i':,!-:? for •') weeks during the period oi" heaviest 
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SECTION 3. NASH-KELVIN.'^TOR CORPORATION 

Introduction.—Nash-Kelvinator Corporation and its predecessor, 
Nash Motbrs^ Co., have been among the more important independent 
motor-veliicle manufacturers during the last 23 years. The production 
of motor vehicles increased from 12,179 imits for the 16 months eiicling 
1917, to a maximum of 124,038 in 1927, I n that year, 1927, Nash 
produced 3.65 percent of the Nation's total output, IDurmg the depres
sion, Nash was forced to curtail its production sharply, and i t lost both 
in number of • units produced and in its percentage of the national 
total. I n 1933 Nash produced only 11,752 motor vehicles. Beginning 
in 1934 its production increased steadily to 72,822 motor vehicles in 
1937. This was the largest annual total since 1929. I n 1938 the 
registration of new Nash motor vehicles totaled 31,814, or 1.68 percent 
of the Nation's total. From August 1916 to December 31, 1938, Nash, 
manufactured nearly 1,200,000 motor vehicles. 

Organization of the company.—The Nash.Motors Co, was organized 
in 1916 by Charles W. Nash and his financial backers, Lee, Higginsori 
& Co., to acqiure the assets and business of Thomas B. Jeffery Co., 
Kenosha, Wis,,, manufacturers of automobiles and trucks. The Jeffery 
Co. was established in 1901, for the manufacture and sale of Rambler 
automobiles. Thomas B. Jefferj'', the organizer, ched in 1910, but tbe 
business: had been continued by his -vidfê  and sons until its sale to 
Charles W. Nash and Lee, Higginson & Co. 

The minutes of tbe board of directors of the Nash Motors Co,, held 
August 10, 1910, show that tbe following action was unanimously 
taken: 

.Wlici'ca,s Messrs, Lee, lliggin,son & Co. am] Charles W. Nash are the owners of 
all oiilstarjdiiig stock of tho Thomas B. Jeffery Co., of Kenosha, Wis., wliich is 
a gohi^ concern actively carrying on the business of the manufacture .and sale of 
aiitoiiiohiles .aud ti'ucUs nnder their din^ction, and liQ.vc offerei:! to tr.ansfer, 
deliver, and turn over to t.liis company .all the business and assets of the Thomas 
\ i . .leH'ory Co., subject to the assuniption 01 its liabilities, tcjether with all said 
ontstandiiiff wtock of the comijany, in exchange and full, payment for 50,000 
.shares of Nash Motor,? preferred stock of the .aggre.Etate par value of S.5,000,000 
and. 49,990 shares of N.asit Motors common stock without par value and have 
caused appropriate corporate action to bc taken b\- the Thomas B. Jeffery Co. 
authorizing such transfer of as.sets; and 

Whereas said as,sets of the Thomas B, Jeffery Co. consi.st of its automobile-
and truck-manufacturing plants situated in .Kenosha, Wis,, ra-n̂  materials, manu
factured automobiles and'trucks, parts, accessories, eti3,,.cash, accounts recei^-able, 
and mi3Ccllancou.s investments; all being subject to the exi,sting liabilities of said 
connpany incurred in the ordinary course of business; and said property is suitable' 
for tlio purposes of this corporation; and 

•VA'licrGas said property and. assets less said liabilities incurred in.the ordinary 
course of bu.siness are.of a value of S5,0-19,990 and more; it is accordingly 

Resolved, That the foregoing offer be approved and submitted to the .stock
holders of this company with the recommendation of the board of directors that 
the same be accepted; and it is lierel^y declared advisable to issue 49,990 shares of 
common stoclc without par value and ,50,000 shares of preferred stock of the 
aggregate par value of $5,000,000, for the said property and assets of the Thomas 
B. Jeffery Co, and all its outstanding shares of stock, and to assume all liabilities 
of that cornpany. : 

These same minutes provided for the calling of a meeting of the stock
holders of the corporation, pro\dded the consent of all stockholders 
was secured, to be' held'August 11, 1916, at Tl o'clock, at the principal 
office of the companj^ at 1409 Continental Building, Baltimore, Md. 

•In a circular dated Jul}'' 31, 1916, Lee, Higginson <,t Co. made ti piibli^:-
ofl'er of tlie sale of the 50,000'shares ($100 par value''! of the prrfe:rc-..i 

.if 
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stock and of 12,500 shares of the common stock in blocks consisting of 
4 shares of preferred stock and 1 share of common stock, at a unit 
price of $400. 

An examination of the records of the Jeft'ery Co. at the time of the 
acquisition of its stock by Charles W, Nash and Lee, Higginson & 
Co., and a comparison with the books of account of Nash Motors 
Co., as of August 16, 1916, shows that the real estate, buildings, and 
equipment (less reserve for depreciation), as carried on the books of 
the Jeffery Co., were $1,302,475 less than the amount at which tlhs 
item was entered on the books of the new corporation. The other 
assets were recorded at $18,021 less than on the books of the Nash 
Co., maldng a difference in the total assets of $1,284',454. 

Comparison of net assets and net -worth of Nash Motors Co. at organ
ization with Thomas B. Jeffery Co.—The following tabulation com
pares the ledger value of net assets and the net worth of Thomas B. 
Jeffery Co., as of August 15, 1916, -ftdth the ledger value of the net 
assets and net worth of the Nash Motors Co., as of August 16, 1916: 

Item 

Thomns 
B.Jeflery 
Co. as ot 
Au?. 15, 

191G 

Nash 
Motors 

Co. as of 
Aug. 16, 

1016 

Inerense or 

Net assets: 
Real estate, buililings, and equipment (less etiuipment (less 

reserve for depreciation) 

Other assets (net) , 

Total net assets 

Net worth: 
Capital stock ; 
Surplus -• 

Net worth 

$1,549,190 
2,980,800 

*2,8,51,665 
2,968, 786 

$1, 302, 475 
I 18, 021 

4, 535, 990 5,820,460 1.284,404 

3, OOO; 000 
1, 5;15,996 

i, 050,000 
770, 450 

2, 050, 000 
1 765, 646 

4, 635, 990 6,820,450 1,284, 454 

1 Decrease. 

\ The amoimt of the excess of the ledger value of real estate, build
ings, and equipment (less reserve for depreciatoin), as recorded on the 
books of Nash Motors Co., over the amount at which this item was 
carried on the books of Thomas B. Jeffery Co., as of August 15, 1916, 
amounted to $1,302,475. Other net assets were recorded' at $18,021 
less on the books of Nash Motors Co. than on the books of Thomas 
B. Jeffery Co., maldng the net assets $l,284-,4-54'in excess of the 
ledger value of net assets of Nash Motors Co. 

Capital stock,—The net worth of capital stock was increased from 
$3,000,000 for Thomas B. Jeffery Co., to $5,050,000 for Nash Motors 
Co., an increase of $2,050,000, while the surplus was decreased from 
$1,535,996 for Thomas B. Jeffery Co. to $770,450 for Nash Motors 
Co., a decrease of $765,546. The excess of the net worth, as shown 
by the books of Nash Motors Co., over that of Thomas B.. Jeffery 
Co. was $1,284,454: 

The amoimt of the excess in the ledger value of the total net assets 
and the total net worth of Nash Motors Co., as of August 16, 1916, 
over that of Thomas B. Jeffery Co., as of the day before, was subse
quently reduced substantially through retirements. In addition, 
Nash Motors Co. accrued depreciation on the book value of the de
preciable property so that at September 30, 1937, the value of this 
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excess, less the applicable reserve for depreciation, was estimated at 
$262,577. _ 

Expansion of manufacturing activities.—Iinmediatelj^ after its ac
quisition of the properties of Thomas B. Jeffery Co., Nash Motors Co. 
began an active program of expansion to provide for a larger volume 
of business. The compaiij', at that time, maniifactiu-ed six-cylinder 
passenger cars, 1-ton, 2-ton, and quad trucks. The expansion of the 
passenger-car business was delaj^ed, o^ving to the fact that most of 
the coiupany's manufacturing facihties were devoted to the produc
tion of quad trucks during the World War period. I n 1919 Nash 
Motors Co. again resumed f idl production of passenger cars. 

Although the property acquired from the Thomas B. Jeffery Co. 
included a body plant, this plant was not equipped to supply the 
increasing demand for closed automobile bodies wluch developed 
rapidly after 1919. Consequently, in order to obtain an established 
a,nd adequate source of supply for automobhe bodies, Nash Motors 
Co. purchased a one-half interest in Seaman Body Corporation, of 
Milwaukee, Wis. Tliis purchase was made in October 1919. Subse-
qiientlj'-, in 1936, the remaining 50 percent interest in the Seaman 
Body Corporation was purchased by Nash Motors Co,, and in 1938 
Nash-Kel-vinator Corporation absorbed by merger Seaman Body 
Corporation. Prior to 1921, Seaman Body Corporation manufac
tured bodies for "Velie, Booth, and Sterling automobiles and for motor
cycle side cars. Since 1919, the plant of Seaman Bodji- Corporation 
has manufactured bodies for Nash automobhes and, after Nash 
Motors discontinued the operations of its o-wn body plant, Seaman 
Body Corporation was the sole source of automobile-body supply. 

I n 1919, in line with its expansion program, Nash Motors Co. 
purchased a tract of land at Milwaukee a-nd erected a plant for the 
production of a line of four-cylinder automobiles. Later tins plant 
was used for the production of a new line of six-cylinder cars. This 
plant was closed in 1931, and the machinery and equipment removed. 
The land and buildings remained on the books of Nash-Kelvinator 
Corporation and, as of September 30, 1937, were carried at a depre
ciated value of $562,236. 

Beginning in 1921, Nash Motors Co. became involved in an un
profitable venture. Lafayette Motors Co. was organized in 1919, to 
manufacture and sell a Mgh-priced V-8 motorcar. The sale of the 
capital stock of tliis company wa.s underwritten by Lee, Higginson & 
Co. who insisted that Mr . Nash be made president of the new com
pany. Soon after Lafayette Motois Co. began production i t encoun
tered financial difficulties and large loans were obtahied from Nash 
Motors Co. I n 1922 the Lafaj^ette Motors Co. was reorganized and 
Nash Motors Co. underwrote the issue of new stock to the extent of 
$2,020,000, all of which i t was requh-ed to take, giving i t controlof 
Lafaj^ette Alotors Co. 

I n the meantime, the Lafayette operations were moved from its 
plant at Indianapolis to the Nash plant at Milwaukee, Not-with
standing this transfer of manufacturing operations the compaii}!- con
tinued to lose heavil}^, and, in 1924, i t went into receivership. Nash 
Motors Co. lost its entire hivestment of over $2,000,000 in the Lafaj''-
ette Motors Co., salvaging only the copyrighted name "Lafayette," 
which Nash Motors Co. began to use several years later as the name 
of a new low-piriced six-cylinder car. At the present time, Nash 
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Motors Co. produces two series of Lafayette cars; namely, Nash 
Lafayette DeLuxe series and Nash Lafayette special series. 

In 1924 Nash Motors Co. caused to be organized Ajax Motors Co., 
to manufacture a newly designed light six-cylinder automobile. The 
plant of the former Mitchell Motors Co,, at Racine, Wis,, was pur
chased at a receiver's sale and was equipped for the manufactui-e of 
this new car. Ajax Motors Co. began production in 1925, and con
tinued as a separate corporation although i t was wholly owned by 
Nash Motors Co, until December 1, 1926, when i t was merged with 
the Nash Motors Co. The production of automobhes was continued 
at the Eachie, Wis., plant mit i l August 1938, when i t was closed 
because of labor difficulties. 

I n addition to the purchase of existing plants, Nash Motors Co. 
made extensive improvements and enlargements as its manufacturing 
activities necessitated. As of September 30, 1937, the midepreciated 
ledger value of the real estate, buildmgs, machinery, general equip
ment, office furniture and fixtures, construction and idle property of 
Nash Division of Nash-Kelvinator Corporation was $8,387,830, the 
depreciation reserve amounted to $4,738,526, leaving a depreciated 
value of total real estate, buddings,.equipment, etc., of $3,651,304, as 
is shown in the following statement: 

Classification Total 
amouTit 

Reserve 
fnr depre

ciation 
Net 

amount 

Eeal estate 
Buildings : i 
Machiiiery , , , 
General equipment., 
Office furniture and fixtures 
Coustruetion 

Idle property 

Total real estate, builrtinsts, and eauiiiment. 

$326. 953 
2,348,308 
2, ,«i,57, -HO 
1. 4DS, 068 

24, 3B0 
191. 771 

7,417,035 
970. 796 

8, 387, 830 

Sl, 431, 107 
2, 329,178 

557. 641 
9,741 

4,327, 967 
408, 569 

S326, 9,53 
1, 417, 291 
227, 968 
910,427 
14.658 
191, 771 

3, 0S9, 008 
562, 236 

3, 651,304 

Merger of Kelvina.tor Corporation into Nash Motors Co.-—In accord
ance with an agreement of merger, dated November 17, 1936, Kel
vinator Corporation, Detroit, Mich., manufacturers of electric 
refrigerators, was merged by the Nash Motors Co. as of January 5, 
1937. At the same time, the latter changed its corporate title to 
Nash-Kelvinator Corporation, The merger was effected by the issue 
of one and three-eighths shares of capital stock by Nash-Kelvinator 
Corporation for each, share of ca.pital stock of Kehdnator Corporation, 
the shares of capital stock of the Nash Motors Co, being unaffected. 
However, the aggregate capital stock and surplus of the constituent 
companies was not changed, as shown by the following ttibulation: 
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Shares Amount 

Nash Motors Oo, 
$13, 887, 000. 00 

839. 909. 00 
15, 507, 7S1, 00 

Capital surplus , 
$13, 887, 000. 00 

839. 909. 00 
15, 507, 7S1, 00 Earned surplus , , , 

$13, 887, 000. 00 
839. 909. 00 

15, 507, 7S1, 00 

Total net v,̂ orth , , , , , 

$13, 887, 000. 00 
839. 909. 00 

15, 507, 7S1, 00 

Total net v,̂ orth , , , , , 30, 234. 690. 00 
11.07 Net worth per sliare.,, 

30, 234. 690. 00 
11.07 

Kelvinator Corporation 
Ca[)ital.'^toek , , ,_ , , , , , . 

30, 234. 690. 00 
11.07 

Kelvinator Corporation 
Ca[)ital.'^toek , , ,_ , , , , , . 1,196, 800 12, .108. 401. 00 

1,513, 061.00 
3, 560, 509. 00 

'Capital surplus,.. 
1,196, 800 12, .108. 401. 00 

1,513, 061.00 
3, 560, 509. 00 Earned surplus , , 

12, .108. 401. 00 
1,513, 061.00 
3, 560, 509. 00 

Total net wortli , , , , 

12, .108. 401. 00 
1,513, 061.00 
3, 560, 509. 00 

Total net wortli , , , , 17, .531,971.00 
14. 65 Net worth per share , , , , , , 

17, .531,971.00 
14. 65 

Combined net worth , , , , , , 

17, .531,971.00 
14. 65 

Combined net worth , , , , , , 47,706, 661.00 47,706, 661.00 

N E T WORTH OF NASH KELVINATOR GOEPOfiATION 

Capital stock , 
Oapital surplus , , , , , 

4,375,600 •$21, 878, 000. 00 
6. 830, 371. 00 

19, 058, 290. 00 Earned surplus , __: , , , 

•$21, 878, 000. 00 
6. 830, 371. 00 

19, 058, 290. 00 

Total net worth , ,_L _,, , , , 

•$21, 878, 000. 00 
6. 830, 371. 00 

19, 058, 290. 00 

Total net worth , ,_L _,, , , , 17, 766, 661.00 
10. 92 Net worth per share : , , , , , , , , 

17, 766, 661.00 
10. 92 

17, 766, 661.00 
10. 92 

Activities of Nash Divisio-ri.—The Nash Division of Nash-Kelvinator 
Corporation manufactures and distributes medium and low-priced 
automobiles. I t is currently manufacturing and selhng 4 series 
of automobiles; namely, the Nash Ambassador eight series, the Nash 
Ambassador six series, the Nash Lafayette de luxe series, and the 
Nash Lafayette special series. The 2 Nash Lafaj^'ette series are 
six-cyhnder motorcars. The 1939 products consist of 21 models, 9 
of wliich are priced next to the lowest-priced cars. 

Since August 1938 the company has operated only its plant at 
Kenosha, Wis. Its plant at Racine, Wis., was closed because of 
labor ch'fiiculties. The Nash Division aiso operates a body plant in 
Milwaukee, This plant was whollv acquired from the Seaman Bodv 
Corporation in 1936. ^From 1919" to 1936, the Nasb Motors Co"., 
predecessor of Nash-Kelvinator Corporation, had owned a 50 per
cent .mterest in Seaman Body Corporation, The remaining 50 per
cent was acquired in July 1936. 

I n January. 1937 Kelvinator Corporation, Detroit, Mich., inanu-
• facturers of electrical refrigerators, wtis merged wdth the Nash Motors 
Co. and the corporate name changed to Nasli-Kel-vinator Corpora
tion, I n this report the use of the term "Nash Company," or "Nash 
Motors," includes both the Nash Motors Co. and the Nash Division 
of Nash-Kelvinator Corporation. 

This report covers, in general, the activities of the Nash Motors 
Co. from its organization and, in detail, the operations of tbis com
pany from December 1, 1926, to September 30, 1937. This period 
includes 10 ful l fiscal years and a 10-nionth fiscal period in 1937, 
wluch was caused by the change of the closing of the fiscal year from 
November 30 to September 30. 

171233—39- -46 
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Officers and directors.—The list which follows gives the names of 
the officers and directors of Nash Motors Co., as of November 30, 
1917, and the names of the officers and directors of Nash-Kelvinator 
Corporation, as of vSeptember 30, 1937. 
November 30, 1917: 

Charles W. Nash, president and director. 
•Walter H. Alford, vice president and comptroller. 
George H. Eddy, treasurer. 
Horace J. Mellum, secretary. 
James J. Storrow, chairman of board and director. 
Frederic 'W. Allen, director. 
Emory W, Clark, director, 
Robert F. Herrick, director. 
Charles T, Jeffer}-, director. 
Thomas M. Kearney, director. 
Samtiel F. Pryor, director. 
Edward A, Taft, director. 

September 30, 1937: 
Charles 'VV. Nash, chairman of board and director. 
G. W. Mason, president and director. 
'W. F. Armstrong, vice president. 
H . G. Perkins, vice president and director. 
C. H. Bliss, vice president, sales, Nash Motors Division, 
H, W. Bnrritt, vicg president, sales, Kelvinator Division. 
N. E, Wahlberg, vice president, engineering, Nash Motors Division. 
R. B. Elliott, vice president, production, Nasli Motors Division. 
Horace J. Mellum, secretary. 
Howard .A. Lewis, treasurer. 
George I I . Eddy, assistant treasurer. 
G, V. Egan, assistant secretary and assistant treasurer. 
•W. R. Crosett, comptroller. 
L, J. Holly, assistant comptroller. 
J. J. Timpy, assistant comptroller. 
P. ,T. Ebbott, director. 
H, T. Pierpont, director. 
Ernest Stauffen, Jr., director. 
James T. 'Wilson, director. 

The only officers and directors of Nash-Kelvinator Corporation, as 
of September 30, 1937, who were officers or directors of Nash Motors 
Co., as of November 30, 1917, were Charles W. Nash, chahman of 
the board and director; George H. Eddy, assistant treasurer; and 
Horace J. Mellum, secretary. 

Comparative balance sheets.—As an indication of the recent gro-wth 
of the Nash Motors Co., there is presented a comparative balance 
sheet of Nash Motors Co., as of November 30, 1926, to November 
30, 1936, inclusive, and of the Nash Motors Division of Nash-Kel-
'vinator Corporation, as of September 30, 1937. 
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: -Investments in afiiliated companies.—As sbown by table 84, tbe 

; in-t̂ estment in affiliated companies, at September 30, 1937, amomated 
to $3,281,574, -wliicb represented tbe . investment in capital stocks 
of tbe follo-vsdng companies, after deduction of appKcable reserves: 

Name of company 

Seaman Body Corporation 
Na.sh NewEu5laiKi Co 
.Nash. Philadelphia Co 
'Nash Motors Go, of Pitt.sburgli 
Nash Sales, Inc., Chicatro 
Naslx Motors Co., Ne'A' York.. . 

Total- .$3, 281, 574 

• 1 iQcIudinp notes receivable. 

Peal -estate, plant, and equipment.—Tbe follo^wing tabulation repre
sents'tte growtb and decline of the fixed capital of Nasb Motors 
business, by years, and tbe reserve applicable thereto, for each year, 
1926 tô  1937, inchisive: 

; Reserve for depreciation was accrued at the follomng rates: 
Buildings 3 percent. 
Machinery 10 percent. 
Equipment 10 and 20 percent. 

, ^.ully depreciated property has been retired through the depreci
ation reserve. 

Capital stock.-—As of September 30, 1937, the total outstanding 
capita.l stock was 2,730,000 shares of common stock, at a value of 
•$13;887,000. 

A summary of the capital stock issued and outstanding at September 
30, 1.937, together with the consideration for wbich it was issued, 
follows: 

1 . . 

Date. Consideration issued for— Shares 
Price 
per 

share 
Amount-

Au?. io, 1910 

1919. ' 

Issued in part payment of net assets of the Thos. 
B. Jeffery Co. 

50, OUO 

4, 500 
100 

21.8.100 
2, 467, OCO 

•$1 

100 
JOO 

6 
6 

$50, 000 

450,000 
10, OOO 

1,092, 000 
12, 285. OOO 

1921„ do 

50, OUO 

4, 500 
100 

21.8.100 
2, 467, OCO 

•$1 

100 
JOO 

6 
6 

$50, 000 

450,000 
10, OOO 

1,092, 000 
12, 285. OOO 

1922... . 
1926 

Stoclc dividend charged to surplus... 
do 

50, OUO 

4, 500 
100 

21.8.100 
2, 467, OCO 

•$1 

100 
JOO 

6 
6 

$50, 000 

450,000 
10, OOO 

1,092, 000 
12, 285. OOO 

Total 

50, OUO 

4, 500 
100 

21.8.100 
2, 467, OCO 

•$1 

100 
JOO 

6 
6 

$50, 000 

450,000 
10, OOO 

1,092, 000 
12, 285. OOO 

Total . 2, 730, 000 13,887,000 . 2, 730, 000 13,887,000 

Year 
Real estate, 
plant aud 
equipment 

Reserve 
applical)le 

thereto 
Nrf • 

amount Year 
Real estate, 
plant, and 
equipment 

Reserve 
applicable 

thereto 

[;l 
Net \ ' i 

amount i i 

1920.: $14,910,366 
15,90n, 601 
15, 020, 091 
15, 838, 822 
15, 206,190 
13, 980,104 

$6,286,728 
7,400.002 
6,804.033 
6,677.892 
6,922, 636 
7, 160, 902 

,$S, 624, 638 
8, 439, 999 
8,216,058 
9,150,930 
8, 342, 654 
6, 819, 202 

1932 . $13,171,208 
12,450.085 
11, 106, 683 
8, 960.026 
7, 906, 065 
8, 387, 830 

$7,410, 291 
7, 619, 326 
7,166, 480 
5, 592, 983 
4, 909, 086 
4, 738, 520 

$5,760,917 ^ i ' ; 
4,830,7,59 '' 
4,000,103 
3,367,043 : ' 
2,996, 079 
3, 061, 304 j -

1927., 
1928.. 

$14,910,366 
15,90n, 601 
15, 020, 091 
15, 838, 822 
15, 206,190 
13, 980,104 

$6,286,728 
7,400.002 
6,804.033 
6,677.892 
6,922, 636 
7, 160, 902 

,$S, 624, 638 
8, 439, 999 
8,216,058 
9,150,930 
8, 342, 654 
6, 819, 202 

1934 

$13,171,208 
12,450.085 
11, 106, 683 
8, 960.026 
7, 906, 065 
8, 387, 830 

$7,410, 291 
7, 619, 326 
7,166, 480 
5, 592, 983 
4, 909, 086 
4, 738, 520 

$5,760,917 ^ i ' ; 
4,830,7,59 '' 
4,000,103 
3,367,043 : ' 
2,996, 079 
3, 061, 304 j -

1020 

$14,910,366 
15,90n, 601 
15, 020, 091 
15, 838, 822 
15, 206,190 
13, 980,104 

$6,286,728 
7,400.002 
6,804.033 
6,677.892 
6,922, 636 
7, 160, 902 

,$S, 624, 638 
8, 439, 999 
8,216,058 
9,150,930 
8, 342, 654 
6, 819, 202 

$13,171,208 
12,450.085 
11, 106, 683 
8, 960.026 
7, 906, 065 
8, 387, 830 

$7,410, 291 
7, 619, 326 
7,166, 480 
5, 592, 983 
4, 909, 086 
4, 738, 520 

$5,760,917 ^ i ' ; 
4,830,7,59 '' 
4,000,103 
3,367,043 : ' 
2,996, 079 
3, 061, 304 j -

1930 
•193ii; 1 

$14,910,366 
15,90n, 601 
15, 020, 091 
15, 838, 822 
15, 206,190 
13, 980,104 

$6,286,728 
7,400.002 
6,804.033 
6,677.892 
6,922, 636 
7, 160, 902 

,$S, 624, 638 
8, 439, 999 
8,216,058 
9,150,930 
8, 342, 654 
6, 819, 202 

1936.. 
1937 

$13,171,208 
12,450.085 
11, 106, 683 
8, 960.026 
7, 906, 065 
8, 387, 830 

$7,410, 291 
7, 619, 326 
7,166, 480 
5, 592, 983 
4, 909, 086 
4, 738, 520 

$5,760,917 ^ i ' ; 
4,830,7,59 '' 
4,000,103 
3,367,043 : ' 
2,996, 079 
3, 061, 304 j -

$14,910,366 
15,90n, 601 
15, 020, 091 
15, 838, 822 
15, 206,190 
13, 980,104 

$6,286,728 
7,400.002 
6,804.033 
6,677.892 
6,922, 636 
7, 160, 902 

,$S, 624, 638 
8, 439, 999 
8,216,058 
9,150,930 
8, 342, 654 
6, 819, 202 

$13,171,208 
12,450.085 
11, 106, 683 
8, 960.026 
7, 906, 065 
8, 387, 830 

$7,410, 291 
7, 619, 326 
7,166, 480 
5, 592, 983 
4, 909, 086 
4, 738, 520 

$5,760,917 ^ i ' ; 
4,830,7,59 '' 
4,000,103 
3,367,043 : ' 
2,996, 079 
3, 061, 304 j -
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Preferred stocks have been issued and retired from time to time 
during the earlier years of operations. The following summaries 
indicate the nature of such issues and retirements: 

Date Consideration issued for— Shares 
Price 
per 

share 

Amount 
Date Consideration issued for— Shares 

Price 
per 

share Debit Credit 

Aug 16, 1916 

r R E F E R I l E D 

Issued in part payment of the net assets 
of the Tho.';. B. Jetfery Co, 

E.xclianged for^coramon stoct 

50, OOO 

> 2, 000 
' 3, 000 
1 6, 000 
1 5, 000 

1 35, 000 

$100 

100 
100 
100 
100 
100 

$5, 000, 000 

1919 ---

r R E F E R I l E D 

Issued in part payment of the net assets 
of the Tho.';. B. Jetfery Co, 

E.xclianged for^coramon stoct 

50, OOO 

> 2, 000 
' 3, 000 
1 6, 000 
1 5, 000 

1 35, 000 

$100 

100 
100 
100 
100 
100 

$200, UOO 
300, 000 
60O. 000 
SOO. 000 

3. 600,000 

$5, 000, 000 

1920 do 

50, OOO 

> 2, 000 
' 3, 000 
1 6, 000 
1 5, 000 

1 35, 000 

$100 

100 
100 
100 
100 
100 

$200, UOO 
300, 000 
60O. 000 
SOO. 000 

3. 600,000 

1921 do 

50, OOO 

> 2, 000 
' 3, 000 
1 6, 000 
1 5, 000 

1 35, 000 

$100 

100 
100 
100 
100 
100 

$200, UOO 
300, 000 
60O. 000 
SOO. 000 

3. 600,000 
1922 . . do.. 

50, OOO 

> 2, 000 
' 3, 000 
1 6, 000 
1 5, 000 

1 35, 000 

$100 

100 
100 
100 
100 
100 

$200, UOO 
300, 000 
60O. 000 
SOO. 000 

3. 600,000 1924 Called for redemption .at $110 per share. 

Total . 

50, OOO 

> 2, 000 
' 3, 000 
1 6, 000 
1 5, 000 

1 35, 000 

$100 

100 
100 
100 
100 
100 

$200, UOO 
300, 000 
60O. 000 
SOO. 000 

3. 600,000 

Dec 26, 1922 

Called for redemption .at $110 per share. 

Total . 

50, OOO 

> 2, 000 
' 3, 000 
1 6, 000 
1 5, 000 

1 35, 000 

$100 

100 
100 
100 
100 
100 

$200, UOO 
300, 000 
60O. 000 
SOO. 000 

3. 600,000 

Dec 26, 1922 

Called for redemption .at $110 per share. 

Total . 

$100 

100 
100 
100 
100 
100 

6, 000. 000 5, OOO.OOO 

Dec 26, 1922 

PKEFEKKED A 

.Stock dividend—Charged lo surplus 
Purchased al par . . 

6, 000. 000 5, OOO.OOO 

Dec 26, 1922 

PKEFEKKED A 

.Stock dividend—Charged lo surplus 
Purchased al par . . 

163,SOO 
1 6, 191 
> 7. 667 

1 69. 60S 
1 SO, 384 

100 
100 
100 
100 
100 

10, 380,000 
1924 . . . 

PKEFEKKED A 

.Stock dividend—Charged lo surplus 
Purchased al par . . 

163,SOO 
1 6, 191 
> 7. 667 

1 69. 60S 
1 SO, 384 

100 
100 
100 
100 
100 

019,100 
755, 700 

6, 066, 800 
S, 038, 400 

10, 380,000 

1924 Parcha,sed—Prcmium of $9,970.30. . . . 

163,SOO 
1 6, 191 
> 7. 667 

1 69. 60S 
1 SO, 384 

100 
100 
100 
100 
100 

019,100 
755, 700 

6, 066, 800 
S, 038, 400 

1025 Purchased—Premium of 8361.S73.,'i8 

C.'illed for redemption at ,$105 per share-

Total . . . . . 

163,SOO 
1 6, 191 
> 7. 667 

1 69. 60S 
1 SO, 384 

100 
100 
100 
100 
100 

019,100 
755, 700 

6, 066, 800 
S, 038, 400 1926 

Purchased—Premium of 8361.S73.,'i8 

C.'illed for redemption at ,$105 per share-

Total . . . . . 

163,SOO 
1 6, 191 
> 7. 667 

1 69. 60S 
1 SO, 384 

100 
100 
100 
100 
100 

019,100 
755, 700 

6, 066, 800 
S, 038, 400 

Purchased—Premium of 8361.S73.,'i8 

C.'illed for redemption at ,$105 per share-

Total . . . . . 

163,SOO 
1 6, 191 
> 7. 667 

1 69. 60S 
1 SO, 384 

100 
100 
100 
100 
100 

019,100 
755, 700 

6, 066, 800 
S, 038, 400 

Purchased—Premium of 8361.S73.,'i8 

C.'illed for redemption at ,$105 per share-

Total . . . . . 
10, 380, 000 10,380,000 10, 380, 000 10,380,000 

1 Deduclion, 

Earned surplus.—There is presented on page 706, m this report, 
a summarized statement of earned surplus additions and deductions, 
together with a discussion of same. 

Capital surplus.—The initial surplus of $839,909 originated through 
the acquisition of the assets, and. assumption of the liabilities on 
August 16, 1916, of the Thomas B. Jeffery Co., the consideration 
for which was 50,000 shares of common stock of no-par value and 
60,000 shares of preferred stock ot a i)a.r value of $100 per share. 

Nash Division investment.—This item, amounting to $21,242,591, 
represents the transfer of capital stock, and ad.iusted surplus to the 
Nash-Kelvmator Corporation at date of merger, and is more fuUy 
discussed on page 705 of this report. 

Rates of return.—A summary of investm.ents, profits, and rates of 
return, for each year from 1927 to 1937, inclusive, is.presented in the 
following table on two bases—that is, on the total investment in the 
business and on the investment in the motor-vehicle business. There 
were no borrowed funds, therefore, tiie stockholders investment is 
equivalent to tbe total investment. 

The total investment consists of the common stock less treasury 
stock, surplus, reserve for contingencies, and reserve for Federal and 
State income taxes, less the a.mount of appreciation and goodwill, 
the latter amounting to $1, The investment in the mo tor-vehicle 
business represents the total investment less investments in United 
States Government securities, afFdiated companies, other investments, 
and idle property. 

The profits used in computing the rates of return on the total in
vestment represent the net profit on sales, plus other income (net), 
and hicome from outside investments. The profit applicable to the 
motor-vehicle investment was the net profit on sales plus other 
income (net). The net profits above referred to are before provision 
for Federal and State income taxes. 
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TABLE 85,—Nash Motors Co.—Summary of investment, profits, and rates of return, 

1927 to 1937, inclus-ive 

Tota l 
investment 

(revised) 

Jnvestment 
i n motor-

vehicle 
business 

Average investment: 
1927..-.. ; $,•14,827,704 

58,474, 600 
60, 280, 027 
56, 94.4, 410 
48, 501, 903 
43,160, 443 
38, 971, 888 
35, 664, 042 
32, 467, 696 
30, 214, 767 
26, 215, 626 

$36, 987, 827 
38,01,5,973 
36, 721, 240 
30, ,537, ,597 
23, 306, 609 
14, SOS, 609 
9, 123, 347 
7,319,839 
7, 610,140 
9, 374, 347 

10, 707, 423 

1928 
$,•14,827,704 
58,474, 600 
60, 280, 027 
56, 94.4, 410 
48, 501, 903 
43,160, 443 
38, 971, 888 
35, 664, 042 
32, 467, 696 
30, 214, 767 
26, 215, 626 

$36, 987, 827 
38,01,5,973 
36, 721, 240 
30, ,537, ,597 
23, 306, 609 
14, SOS, 609 
9, 123, 347 
7,319,839 
7, 610,140 
9, 374, 347 

10, 707, 423 

1929 . . . 

$,•14,827,704 
58,474, 600 
60, 280, 027 
56, 94.4, 410 
48, 501, 903 
43,160, 443 
38, 971, 888 
35, 664, 042 
32, 467, 696 
30, 214, 767 
26, 215, 626 

$36, 987, 827 
38,01,5,973 
36, 721, 240 
30, ,537, ,597 
23, 306, 609 
14, SOS, 609 
9, 123, 347 
7,319,839 
7, 610,140 
9, 374, 347 

10, 707, 423 

1930 .• 

$,•14,827,704 
58,474, 600 
60, 280, 027 
56, 94.4, 410 
48, 501, 903 
43,160, 443 
38, 971, 888 
35, 664, 042 
32, 467, 696 
30, 214, 767 
26, 215, 626 

$36, 987, 827 
38,01,5,973 
36, 721, 240 
30, ,537, ,597 
23, 306, 609 
14, SOS, 609 
9, 123, 347 
7,319,839 
7, 610,140 
9, 374, 347 

10, 707, 423 

1931 

$,•14,827,704 
58,474, 600 
60, 280, 027 
56, 94.4, 410 
48, 501, 903 
43,160, 443 
38, 971, 888 
35, 664, 042 
32, 467, 696 
30, 214, 767 
26, 215, 626 

$36, 987, 827 
38,01,5,973 
36, 721, 240 
30, ,537, ,597 
23, 306, 609 
14, SOS, 609 
9, 123, 347 
7,319,839 
7, 610,140 
9, 374, 347 

10, 707, 423 

1032... . . . 

$,•14,827,704 
58,474, 600 
60, 280, 027 
56, 94.4, 410 
48, 501, 903 
43,160, 443 
38, 971, 888 
35, 664, 042 
32, 467, 696 
30, 214, 767 
26, 215, 626 

$36, 987, 827 
38,01,5,973 
36, 721, 240 
30, ,537, ,597 
23, 306, 609 
14, SOS, 609 
9, 123, 347 
7,319,839 
7, 610,140 
9, 374, 347 

10, 707, 423 

1933 

$,•14,827,704 
58,474, 600 
60, 280, 027 
56, 94.4, 410 
48, 501, 903 
43,160, 443 
38, 971, 888 
35, 664, 042 
32, 467, 696 
30, 214, 767 
26, 215, 626 

$36, 987, 827 
38,01,5,973 
36, 721, 240 
30, ,537, ,597 
23, 306, 609 
14, SOS, 609 
9, 123, 347 
7,319,839 
7, 610,140 
9, 374, 347 

10, 707, 423 

1934 

$,•14,827,704 
58,474, 600 
60, 280, 027 
56, 94.4, 410 
48, 501, 903 
43,160, 443 
38, 971, 888 
35, 664, 042 
32, 467, 696 
30, 214, 767 
26, 215, 626 

$36, 987, 827 
38,01,5,973 
36, 721, 240 
30, ,537, ,597 
23, 306, 609 
14, SOS, 609 
9, 123, 347 
7,319,839 
7, 610,140 
9, 374, 347 

10, 707, 423 

1935 

$,•14,827,704 
58,474, 600 
60, 280, 027 
56, 94.4, 410 
48, 501, 903 
43,160, 443 
38, 971, 888 
35, 664, 042 
32, 467, 696 
30, 214, 767 
26, 215, 626 

$36, 987, 827 
38,01,5,973 
36, 721, 240 
30, ,537, ,597 
23, 306, 609 
14, SOS, 609 
9, 123, 347 
7,319,839 
7, 610,140 
9, 374, 347 

10, 707, 423 
1930... . . . . 

$,•14,827,704 
58,474, 600 
60, 280, 027 
56, 94.4, 410 
48, 501, 903 
43,160, 443 
38, 971, 888 
35, 664, 042 
32, 467, 696 
30, 214, 767 
26, 215, 626 

$36, 987, 827 
38,01,5,973 
36, 721, 240 
30, ,537, ,597 
23, 306, 609 
14, SOS, 609 
9, 123, 347 
7,319,839 
7, 610,140 
9, 374, 347 

10, 707, 423 1937 

$,•14,827,704 
58,474, 600 
60, 280, 027 
56, 94.4, 410 
48, 501, 903 
43,160, 443 
38, 971, 888 
35, 664, 042 
32, 467, 696 
30, 214, 767 
26, 215, 626 

$36, 987, 827 
38,01,5,973 
36, 721, 240 
30, ,537, ,597 
23, 306, 609 
14, SOS, 609 
9, 123, 347 
7,319,839 
7, 610,140 
9, 374, 347 

10, 707, 423 

Annua l average . 

$,•14,827,704 
58,474, 600 
60, 280, 027 
56, 94.4, 410 
48, 501, 903 
43,160, 443 
38, 971, 888 
35, 664, 042 
32, 467, 696 
30, 214, 767 
26, 215, 626 

$36, 987, 827 
38,01,5,973 
36, 721, 240 
30, ,537, ,597 
23, 306, 609 
14, SOS, 609 
9, 123, 347 
7,319,839 
7, 610,140 
9, 374, 347 

10, 707, 423 

Annua l average . 44, 006, 063 20,410, 274 

Profi ts : 
1927 

44, 006, 063 20,410, 274 

Profi ts : 
1927 28, 678, 609 

26, 740, 682 
22, 267, 210 
9,107, 717 
,5,841,190 
1,022, 486 
1 818, 323 

1 1,518, 147 
1 459, 568 

. 908,110 
655,408 

27,972, 976 
24,928.816 
21, 219, 323 
8, 200,394 
4, 991, 967 

188,440 
1 1,737,821 
I 2.415, 219 
• 1,191,071 

292, 942 
334, 783 

1928 
28, 678, 609 
26, 740, 682 
22, 267, 210 
9,107, 717 
,5,841,190 
1,022, 486 
1 818, 323 

1 1,518, 147 
1 459, 568 

. 908,110 
655,408 

27,972, 976 
24,928.816 
21, 219, 323 
8, 200,394 
4, 991, 967 

188,440 
1 1,737,821 
I 2.415, 219 
• 1,191,071 

292, 942 
334, 783 

1929 . 

28, 678, 609 
26, 740, 682 
22, 267, 210 
9,107, 717 
,5,841,190 
1,022, 486 
1 818, 323 

1 1,518, 147 
1 459, 568 

. 908,110 
655,408 

27,972, 976 
24,928.816 
21, 219, 323 
8, 200,394 
4, 991, 967 

188,440 
1 1,737,821 
I 2.415, 219 
• 1,191,071 

292, 942 
334, 783 

10,30 

28, 678, 609 
26, 740, 682 
22, 267, 210 
9,107, 717 
,5,841,190 
1,022, 486 
1 818, 323 

1 1,518, 147 
1 459, 568 

. 908,110 
655,408 

27,972, 976 
24,928.816 
21, 219, 323 
8, 200,394 
4, 991, 967 

188,440 
1 1,737,821 
I 2.415, 219 
• 1,191,071 

292, 942 
334, 783 

1931. 

28, 678, 609 
26, 740, 682 
22, 267, 210 
9,107, 717 
,5,841,190 
1,022, 486 
1 818, 323 

1 1,518, 147 
1 459, 568 

. 908,110 
655,408 

27,972, 976 
24,928.816 
21, 219, 323 
8, 200,394 
4, 991, 967 

188,440 
1 1,737,821 
I 2.415, 219 
• 1,191,071 

292, 942 
334, 783 

1032 

28, 678, 609 
26, 740, 682 
22, 267, 210 
9,107, 717 
,5,841,190 
1,022, 486 
1 818, 323 

1 1,518, 147 
1 459, 568 

. 908,110 
655,408 

27,972, 976 
24,928.816 
21, 219, 323 
8, 200,394 
4, 991, 967 

188,440 
1 1,737,821 
I 2.415, 219 
• 1,191,071 

292, 942 
334, 783 

1933... 

28, 678, 609 
26, 740, 682 
22, 267, 210 
9,107, 717 
,5,841,190 
1,022, 486 
1 818, 323 

1 1,518, 147 
1 459, 568 

. 908,110 
655,408 

27,972, 976 
24,928.816 
21, 219, 323 
8, 200,394 
4, 991, 967 

188,440 
1 1,737,821 
I 2.415, 219 
• 1,191,071 

292, 942 
334, 783 

1934.. . . . . 

28, 678, 609 
26, 740, 682 
22, 267, 210 
9,107, 717 
,5,841,190 
1,022, 486 
1 818, 323 

1 1,518, 147 
1 459, 568 

. 908,110 
655,408 

27,972, 976 
24,928.816 
21, 219, 323 
8, 200,394 
4, 991, 967 

188,440 
1 1,737,821 
I 2.415, 219 
• 1,191,071 

292, 942 
334, 783 

1936.. • 

28, 678, 609 
26, 740, 682 
22, 267, 210 
9,107, 717 
,5,841,190 
1,022, 486 
1 818, 323 

1 1,518, 147 
1 459, 568 

. 908,110 
655,408 

27,972, 976 
24,928.816 
21, 219, 323 
8, 200,394 
4, 991, 967 

188,440 
1 1,737,821 
I 2.415, 219 
• 1,191,071 

292, 942 
334, 783 

1936.. 

28, 678, 609 
26, 740, 682 
22, 267, 210 
9,107, 717 
,5,841,190 
1,022, 486 
1 818, 323 

1 1,518, 147 
1 459, 568 

. 908,110 
655,408 

27,972, 976 
24,928.816 
21, 219, 323 
8, 200,394 
4, 991, 967 

188,440 
1 1,737,821 
I 2.415, 219 
• 1,191,071 

292, 942 
334, 783 1937 (10 months) . - . . 

28, 678, 609 
26, 740, 682 
22, 267, 210 
9,107, 717 
,5,841,190 
1,022, 486 
1 818, 323 

1 1,518, 147 
1 459, 568 

. 908,110 
655,408 

27,972, 976 
24,928.816 
21, 219, 323 
8, 200,394 
4, 991, 967 

188,440 
1 1,737,821 
I 2.415, 219 
• 1,191,071 

292, 942 
334, 783 

Annua l average.. . . . . . . . . 

28, 678, 609 
26, 740, 682 
22, 267, 210 
9,107, 717 
,5,841,190 
1,022, 486 
1 818, 323 

1 1,518, 147 
1 459, 568 

. 908,110 
655,408 

27,972, 976 
24,928.816 
21, 219, 323 
8, 200,394 
4, 991, 967 

188,440 
1 1,737,821 
I 2.415, 219 
• 1,191,071 

292, 942 
334, 783 

Annua l average.. . . . . . . . . 8,328,956 7, 632,03o 

Rate of re turn; 
1927 

8,328,956 7, 632,03o 

Rate of re turn; 
1927 

Percent 
52,31 
44,02 
30. 94 
16. 39 
12. 04 
2. 37 

1 2.00 
1 4. 20 
1 1. 42 

3.01 
! 3. 00 

Percent 
75.63 
05. ,57 
57,78 
26. 85 
21.42 
1.27 

I 19. 05 
1 33. 00 
I 15. 65 

3.12 
' 3 . 75 

1928.. . . 

Percent 
52,31 
44,02 
30. 94 
16. 39 
12. 04 
2. 37 

1 2.00 
1 4. 20 
1 1. 42 

3.01 
! 3. 00 

Percent 
75.63 
05. ,57 
57,78 
26. 85 
21.42 
1.27 

I 19. 05 
1 33. 00 
I 15. 65 

3.12 
' 3 . 75 

1929 . 

Percent 
52,31 
44,02 
30. 94 
16. 39 
12. 04 
2. 37 

1 2.00 
1 4. 20 
1 1. 42 

3.01 
! 3. 00 

Percent 
75.63 
05. ,57 
57,78 
26. 85 
21.42 
1.27 

I 19. 05 
1 33. 00 
I 15. 65 

3.12 
' 3 . 75 

1930.. . . . _ 

Percent 
52,31 
44,02 
30. 94 
16. 39 
12. 04 
2. 37 

1 2.00 
1 4. 20 
1 1. 42 

3.01 
! 3. 00 

Percent 
75.63 
05. ,57 
57,78 
26. 85 
21.42 
1.27 

I 19. 05 
1 33. 00 
I 15. 65 

3.12 
' 3 . 75 

1931 

Percent 
52,31 
44,02 
30. 94 
16. 39 
12. 04 
2. 37 

1 2.00 
1 4. 20 
1 1. 42 

3.01 
! 3. 00 

Percent 
75.63 
05. ,57 
57,78 
26. 85 
21.42 
1.27 

I 19. 05 
1 33. 00 
I 15. 65 

3.12 
' 3 . 75 

1932 

Percent 
52,31 
44,02 
30. 94 
16. 39 
12. 04 
2. 37 

1 2.00 
1 4. 20 
1 1. 42 

3.01 
! 3. 00 

Percent 
75.63 
05. ,57 
57,78 
26. 85 
21.42 
1.27 

I 19. 05 
1 33. 00 
I 15. 65 

3.12 
' 3 . 75 

1933... 

Percent 
52,31 
44,02 
30. 94 
16. 39 
12. 04 
2. 37 

1 2.00 
1 4. 20 
1 1. 42 

3.01 
! 3. 00 

Percent 
75.63 
05. ,57 
57,78 
26. 85 
21.42 
1.27 

I 19. 05 
1 33. 00 
I 15. 65 

3.12 
' 3 . 75 

1934 

Percent 
52,31 
44,02 
30. 94 
16. 39 
12. 04 
2. 37 

1 2.00 
1 4. 20 
1 1. 42 

3.01 
! 3. 00 

Percent 
75.63 
05. ,57 
57,78 
26. 85 
21.42 
1.27 

I 19. 05 
1 33. 00 
I 15. 65 

3.12 
' 3 . 75 

1936.. 

Percent 
52,31 
44,02 
30. 94 
16. 39 
12. 04 
2. 37 

1 2.00 
1 4. 20 
1 1. 42 

3.01 
! 3. 00 

Percent 
75.63 
05. ,57 
57,78 
26. 85 
21.42 
1.27 

I 19. 05 
1 33. 00 
I 15. 65 

3.12 
' 3 . 75 

1936 

Percent 
52,31 
44,02 
30. 94 
16. 39 
12. 04 
2. 37 

1 2.00 
1 4. 20 
1 1. 42 

3.01 
! 3. 00 

Percent 
75.63 
05. ,57 
57,78 
26. 85 
21.42 
1.27 

I 19. 05 
1 33. 00 
I 15. 65 

3.12 
' 3 . 75 1937 

Percent 
52,31 
44,02 
30. 94 
16. 39 
12. 04 
2. 37 

1 2.00 
1 4. 20 
1 1. 42 

3.01 
! 3. 00 

Percent 
75.63 
05. ,57 
57,78 
26. 85 
21.42 
1.27 

I 19. 05 
1 33. 00 
I 15. 65 

3.12 
' 3 . 75 

A n n u a l average... . ._ . . . . . . . 

Percent 
52,31 
44,02 
30. 94 
16. 39 
12. 04 
2. 37 

1 2.00 
1 4. 20 
1 1. 42 

3.01 
! 3. 00 

Percent 
75.63 
05. ,57 
57,78 
26. 85 
21.42 
1.27 

I 19. 05 
1 33. 00 
I 15. 65 

3.12 
' 3 . 75 

A n n u a l average... . ._ . . . . . . . 2 18.90 i 36. 90 2 18.90 i 36. 90 

J Loss. 
' Adjusted to annual basis. 

The rates of return on. the total investment rapidly decreased from 
52.31 percent in 1927 to 2,37 percent in 1932, and further declined 
to a loss of 4.26 percent m 1934, After a loss of 1.42 percent in 1936, 
the trend of losses was reversed and a profit was realized during 1936 
and 1937 of 3.01 and 3,0 percent, respectively. The annual average 
rate of return on. the total investment for ll-year period was 18.9 
percent (year 1937 representing a period of 10 months, profit adjusted 
to an annual basis by addition of 20 percent). 

The rates of return on the investment in the motor-vehicle business 
ranged dowmward from a peak of 75.63 percent in 1927 to a return 
of 1.27 percent in 1932, with a loss occurring during the ;/ea.rs 1933, 
1934, and 1935 of 19.05, 33.0, and 15.65 percent, respectively, after 
which the trend was upward to a return of 3.12 percent for 1936 and 
3.75 percent for 1937 (the latter period being adjusted to an annual 
basis as discussed in preceding paragraph). The annual avera.ge rate 
of return on the hivestment hi the motor-vehicle business for the 
ll-year adjusted period was 36.90 percent. 
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Investments.—As showii in the preceding discussion of rates of 
return,'the investments were computed on two bases—on the total 
investment in the business and on the investment in the motor-
vehicle, business. The former consists of the common stock less 
stock held in the trea.sur}'', surplus, reserve for contmgencies, and 
reserve for Federal and State income taxes, less the amount of ajD-
preciation and goodwill. The investment in the motor vehicle 
business consists of the total hivestment, less amount of outside 
investments. The following table shows the average investments on 
each basis for each of the years 1927 to 1937, inclusive: 

TABLE 86.—Nash Motors Co.—S-ummary of investment,^ 1027 to 1937, inclusive 

Common stock outstanding 
Nash Motors Divis ion investment: 

Capital surplus 
Karned surplus 
Reserve fcr contingencie.s 
Reserve for Federal and State 

income ta.̂ ces. 

Total investment. 

Deduct: 
Appreciat ion. 
Goodwil l 

Totn l 

Total investment, as revised.. 

Deduct, outside investments: 
IT. S, Governnient securities 
Invesljnents i n affil iated com

panies 
Other investments 
Idle property 

Tota l outside investments. 

Investment in motor-vehicle 
business . 

1927 

$13,859,642 

839, 909 
28, 346, 813 
3, 287, 822 

8, 879, 641 

65, 213, 727 

385, 933 

38,5, 933 

54,827, 794 

17,188, 062 

651,906 

17, 839, 967 

36, 987,827 

$13,880,999 

839,909 
35, 077, 228 

1, 991, 083 

7, 053, 276 

68, 848, 495 

373,996 

373, 995 

58, 474, 500 

19, 013, 021 

101,000 
743, 906 

20, 458, 527 

i, 015, 973 

1929 

$13,8.86,909 

839, 909 
38,114,162 

1, 599, 545 

6, 201,460 

60, 642, ( 

302, 057 

362, 057 

60, 230, 027 

22, 547, 071 

202, 000 
809, 710 

23, 558, 787 

i, 721, 240 

1930 

$13,511,724 

839, 909 
3,5, 906, 636 
1,149, S93 

4, 880, 363 

50, 294, 620 

350,119 

;150,119 

55.944,410 

24, 472, 071 

202, 000 
732, 742 

26, 406, 813 

30. 637, 697 

1931 

.$13,278,880 

839,909 
30, 582, 603 

861,085 

3, 280, 004 

48, S43, 086 

338,18 

338,183 

43, 504,DOS 

24,346,149 

202, 000 
050, 085 

25,108, 234 

23, 306, 660 

1932 

$13,146,118 

839,909 
26, 872, 203 

673, 801 

1,954, 597 

43, 486, 688 

326,244 
' 1 

326, 245 

43, ICO, 443 

20,166, 368 

348, 700 
904,168 
933,608 

28,351,834 

14,6 

1933 

Common stock outstanding 
Nash Motors Divis ion investment 

Capital surplus 
Earned su r j j lus . . . 
Reserve for contrugcncies.' 
Reserve for Federal and State income taxes. 

Tota l investment .-

Deduct: 
Appreciat ion, 
Goodwill 

$12,589,925 $12,338,526 $12,430,975 $12,451,926 

839, 909 
24, 207, 485 

395,832 
1, 253, 045 

839, 909 
21, 289, ,874 

377, 805 
1,120, 899 

8,39, 909 
18, 240, 629 

6.86, 166 
500, 450 

839,900 
16,181, 428 
1, 000, 000 

20, 000 

$6, 995, 513 
10, 621,205 

419, 054 
8, ;̂ 64i 916 
1,000,000 

81,500 

39,236,190 35, 967, 012 32, 758,128 

314, 307 
1 

302, 369 
1 

290, 431 
1 

30, 403, 262 

278, 494 
1 

26, 483,178 

207, 551 
1 

To ta l 

Total investment, as revised. 

314, 308 302,370 290,432 278, 495 267, 562 

38, 971, S 35,664,812 32,407,096 

Deduct, outside investments: 
U . S, Governi.nent securities 
Investments i n affiliated Companies 
Other inveslments 
Idle property 

27, 602,954 
5:J2, 639 
925, 873 
737, 075 

26,412,030 
072,152 
600, 783 
059, 232 

Tota l outside investments 

Investment i n motor-vehicle business. 

29, 848, 541 28,344,803 

9,123, 347 7, 319, 839 

30,214, 707 26, 216, 626 

23, 019, 921 
812,800 
402, 232 
622, 543 

19, 150,209 
866,715 
227, 738 
696, 698 

13, 776,147 
987, 893 
171,162 
573,006 

24,857, 550 20, 840, 420 15, 508, 203 

7, 610, 140 , 374, 347 10, 707, 423 

' Average of investments at beginning and end of year. 
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As shown, hy the foregoing table, the total average investment 

before deduction of appreciation and goodwill increased from 
$55,213,727.in 1927, to $60,642,084 in 1929, and decreased each year 
thereafter to an amount of $26,483,178 in 1936, or a decrease in the 
average investment during the ll-year period of $28,730,549. This 
decline was parti}^ accounted for by the decrease in the average 
earned surplus from $28,346,813 in 1927, to $8,364,916 in 1937, 
through pajniient of cash diddends on common stock in excess of 
earnings during this period in amount of $6,472,097, and a transfer of 
$15,507,782 earned surplus to Nasb Division of Nash-Kelvinator 
Corporation in January 1937. Other earned surplus additions 
and deductions are submitted later in this report. The reserves for 
contingencies, and Federal and State income taxes likewise decreased 
during this pei-iod, $2,287,822 and $8,798,141, respectively. 

The follo\ving tabulation represents the transfer of investments 
from Nash Motors Co. to the Nash-Kelvinator Corporation in 
January 1937: . 

Debit Credit 

Capital stock $13,650,000 
Capital surplus 237,000 

Initial surplus . 
Earned surplus 
To reduce carryinf; value of 83,800 shares of Nash Treasury Stock to $5 per share.. 
To transfer control for current accounts 
To write down carrying value of Nash stock held by Seaman Body Corporation 

(a subsidiary) 

$13, 887, 000 
839,909 

16, ,507,781 

Total 
Balance transferred to Nash-Kelvinator Corporation. 

30,234,690 

30, 234, 690 

$1, 057, 076 
7, 927, 812 

6,312 

8,992,099 
21, -242, 691 

30, 234,690 

The appreciation of $385,933 deducted from tota.l investment in 
1927 represented tbe undepreciated balance of $1,302,475 wliich was a 
write-up of Thomas B. Jeffery Co. assets in 1916 and which apprecia
tion had been subsequently depreciated to an average of $267,551 in 
1937. 

As will be noted from table 86, the investment in the motor-vehicle 
business followed the same do^vnward trend as the total investment, 
except for the years 1936 and 1937. _ From 1927 to 1929, variation of 
investment in the motor vehicle business was small \nth a decline in 
each succeeding year through 1934, the decrease from 1929 to 1934, 
amounting to $29,401,401, or 80.1 percent. This decrease was 
accounted for principally by reductions in the following accounts: 
Capital stock outstanding $1, 548, 474 
Earned surplus. 16,824,288 
Reserve for contingencies 1, 221, 740 
Reserve for Federal and State income taxes 5, 080, 570 

Total 24, 675, 072 
Increased investment in United State.s securities 3, 865, 565 

Total 28, 540, 637 

From 1935 to 1937, there were small increases in the motor-vehicle 
investment over the low of 1934. However, at tbe end of 1937, this 
investment had decreased from the peak of 1929, the amount of 
$26,013,817, or 70.8 percent. 
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Reserve for contingencies.—Provisions for reserve for contingencies 
were made by charges to selling expense and manufacturing expense 
(about equally) of approximately 10 percent of the current net profits. 
The reserve was charged on the company records with bonuses to 
executives and salary adjustments tp other salaried' ehiployees. How
ever, the reserve has been adjusted by the Commission's examiners 
to exclude bonuses by charge to surplus of the excess provision, aud 
a credit to seUing and manufacturing expense, with the necessary 
provision remainmg for salary adjustments. Bonus payments were 
discontinued in 1932, and adjustments were not required after that 
date. 

The follo-wing tabulation shows the amount of provision per com-
panj' records, adjustments to surplus, ancl net provision for contiii-
gencies, 1927 to 1937, inclusive: 

Year 

Provision, 
per com

pany 
rccords 

Adjus t 
ments to 
surplus 

Not pro
vision 

Year 

Provi.^ion, 
per com

pany 
records 

A djust-
mcnts to 
sruplus 

Net pro
vision 

1027 $2. 587.483 
1,611,414 
1,411,663 

670, 745 
616, ,564 
103, 078 

$2,045,703 
1, 084, 184 

811,483 
72, 755 

190. 204 
1 83,610 

$641, 780 
627, 230 
600,180 
597,990 
326, 300 
186, 688 

1933 $35,000 
CO, OOO 

101,911 
60,000• 
30,000 

$35, 000 
60, 000 

101, 911 
60,000 
30, 000 

1928 
$2. 587.483 
1,611,414 
1,411,663 

670, 745 
616, ,564 
103, 078 

$2,045,703 
1, 084, 184 

811,483 
72, 755 

190. 204 
1 83,610 

$641, 780 
627, 230 
600,180 
597,990 
326, 300 
186, 688 

1034 
$35,000 
CO, OOO 

101,911 
60,000• 
30,000 

$35, 000 
60, 000 

101, 911 
60,000 
30, 000 

1929 

$2. 587.483 
1,611,414 
1,411,663 

670, 745 
616, ,564 
103, 078 

$2,045,703 
1, 084, 184 

811,483 
72, 755 

190. 204 
1 83,610 

$641, 780 
627, 230 
600,180 
597,990 
326, 300 
186, 688 

1935 

$35,000 
CO, OOO 

101,911 
60,000• 
30,000 

........ 

$35, 000 
60, 000 

101, 911 
60,000 
30, 000 

1930 

$2. 587.483 
1,611,414 
1,411,663 

670, 745 
616, ,564 
103, 078 

$2,045,703 
1, 084, 184 

811,483 
72, 755 

190. 204 
1 83,610 

$641, 780 
627, 230 
600,180 
597,990 
326, 300 
186, 688 

1930 • 

$35,000 
CO, OOO 

101,911 
60,000• 
30,000 

........ 

$35, 000 
60, 000 

101, 911 
60,000 
30, 000 1931 

$2. 587.483 
1,611,414 
1,411,663 

670, 745 
616, ,564 
103, 078 

$2,045,703 
1, 084, 184 

811,483 
72, 755 

190. 204 
1 83,610 

$641, 780 
627, 230 
600,180 
597,990 
326, 300 
186, 688 

1337 

$35,000 
CO, OOO 

101,911 
60,000• 
30,000 

$35, 000 
60, 000 

101, 911 
60,000 
30, 000 

$2. 587.483 
1,611,414 
1,411,663 

670, 745 
616, ,564 
103, 078 

$2,045,703 
1, 084, 184 

811,483 
72, 755 

190. 204 
1 83,610 

$641, 780 
627, 230 
600,180 
597,990 
326, 300 
186, 688 

$35,000 
CO, OOO 

101,911 
60,000• 
30,000 

$35, 000 
60, 000 

101, 911 
60,000 
30, 000 

' Deduction. 

Transfers between this reserve and other reserves or surplus have 
been made from time to time. However, these do not affect the pro
vision or expense account. 

Surplus.—The follow-ing table presents a summary of earned surplus 
additions and deductions for each of the years 1927 to 1937, inclusive. 
The surplus balance sbown at the beginning and end of each year is 
as recorded on the companj '̂s books. 

TABLE 87.—Nash Motors Co.—Comparative summary of earned surplus additions 
and deductions, 1927 io 1937, inchisive 

Nov. 30, 
1927 

Nov: 30, 
1928 

N o v , 30, 
1029 

Nov . 30, 
1930 

Nov, 30, 
1931 

Nov , 30, 
1932 

Balance, beginning of year 

Addi t ions: 
Prof i t or loss for year 
Prof i t or lo.ss on sale of 

capital assets... 

$23,830,441 $32, 867, 186 $37, 297, 271 $38, 931,053 $32, SS2, 217 :t28, 282,999 Balance, beginning of year 

Addi t ions: 
Prof i t or loss for year 
Prof i t or lo.ss on sale of 

capital assets... 

24, 088, 693 21, 342, 542 IS, 034, 302 7, 618, 245 

240, 730 

1 73, 406 

4, 850, 979 

325, 000 

1 13, SOO 

1,022,485 

200, 000 
Prol i t or loss on sale of in

vestments 1 25, 625 

618, 286 

7, 618, 245 

240, 730 

1 73, 406 

4, 850, 979 

325, 000 

1 13, SOO 

1,022,485 

200, 000 

Prof i t or loss on sale of 
capita] stock 

1 25, 625 

618, 286 161 

7, 618, 245 

240, 730 

1 73, 406 

4, 850, 979 

325, 000 

1 13, SOO 

Valuation of [roodwill 

1 25, 625 

618, 286 161 
1 

4, 5S0 Adjustment of taxes. 1 113, 640 

0.14, 703 

166, 820 
1 

4, 5S0 809, 867 
Adjus tment of rebate re

serve 

1 113, 640 

0.14, 703 

166, 820 
1 

4, 5S0 809, 867 

Adjus tment nf guarantee 
reserve 

1 113, 640 

0.14, 703 

-Adjustment of reserve for 
contingencies 

iVIiscellaneous addit ions. -

Tota l surplus additions . 

6, 094 24, 031 976 iVIiscellaneous addit ions. -

Tota l surplus additions . 

6, 094 24, 031 976 iVIiscellaneous addit ions. -

Tota l surplus additions . 24, 687, 448 21,898, 330 18, 802, 259 7,790, 151 5, 971, 970 1,223,-185 
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TABLE 87.—Nash Motors Co.—Comparative summ.ary of earned surplus additions 

and deductions, 1927 to 1937, inclusive—Continued 

Nov. 30, 
1027 

Nov . ,30, 
1928 

N o v . 30, 
1929 

N o r 30, 
1930 

N o v . 30, 
1931 

N o v . 30, 
1932 

Deductions: ' ' 
Cash dividends on com

mon sloclt 
Adjust value o l treasury 

13, 611,000 16, 356, 000 10, 356, 000 13, 000, 900 9, 4,53, 600 

284, 861 

386, 844 

3, 990, 200 

277,140 

1 151, 331 
Adjus t value of invest

ments 18, 067 

9, 4,53, 600 

284, 861 

386, 844 

3, 990, 200 

277,140 

1 151, 331 
Write-off losses on bank 

deposits. 

18, 067 

9, 4,53, 600 

284, 861 

386, 844 

3, 990, 200 

277,140 

1 151, 331 

Provisions for reserve for 
contingencies.. . 

Transfer to Nash Divis ion 
investment 

2, 045, 703 1,084,184 811,483 72, 755 190, 203 1 83,610 

Write-off plant and prop
erty 57, ,586 254, 051 

J'rovi.^ion for roya l ty re-
57, ,586 254, 051 

Miscellivneous rteductions. 

' i-olal surplus deduc
t ions . . . 

10, 000 994 101, 747 1, 676 11,678 Miscellivneous rteductions. 

' i-olal surplus deduc
t ions . . . 15, 666, 703 17, 458, 251 

37, 297, 271 

17,108, 477 13, 838, 987 10, .571, 194 4, 044,077 

Miscellivneous rteductions. 

' i-olal surplus deduc
t ions . . . 17, 458, 251 

37, 297, 271 38, 931, 053 32, 882, 217 28, 282, 999 26, 461. 407 

'Deduc t ion . 

TABLM 87.—Nash Motors Co —Comparative summ.ary of earned siir-phis additions 
and deductions, 1927 io 1937, inclusive— Continued 

Nov. 30, 
1933 

N o v 30, 
1934 

Nov. 30, 
193.5 

Nov. 30, 
1936 

Sept. 30, 
1937 

Tota l 

Balance, boginning of y r a r . . _ 

Addit ions: 
P rof i t or loss for year 
Prof i t or loss on sale of 

capital assets 

82,5, 401, 407 $22, 953, 504 $19, 026, 134 $16, 856,074 $1,6, .507,782 $23, 836. 4U Balance, boginning of y r a r . . _ 

Addit ions: 
P rof i t or loss for year 
Prof i t or loss on sale of 

capital assets 

< 816, 323 ' 1, 518, 147 

• 10, 382 

118,183 

' 469, 568 Sfi.8, 111 532, 408 

7,024 

880, 679 

76,163, 727 

762, 972 

1,407,294 

618, .147 
1 

849, 0,57 

644, 703 

300, 000 

653, 229 
69,742 

Profi t or loss on sale of in-
™stmont„'i 

•ptBai or Ibss.- on sale of 
capital stock . 

1,3, 960 

' 1, 518, 147 

• 10, 382 

118,183 146, 020 362, 462 

532, 408 

7,024 

880, 679 

76,163, 727 

762, 972 

1,407,294 

618, .147 
1 

849, 0,57 

644, 703 

300, 000 

653, 229 
69,742 

Vahiation of soodwill 

76,163, 727 

762, 972 

1,407,294 

618, .147 
1 

849, 0,57 

644, 703 

300, 000 

653, 229 
69,742 

I 5, 456 35, 774 • ' 48, 978 

76,163, 727 

762, 972 

1,407,294 

618, .147 
1 

849, 0,57 

644, 703 

300, 000 

653, 229 
69,742 

AdjustmBnt of rebate re
serve . . . 

I 5, 456 35, 774 • ' 48, 978 

76,163, 727 

762, 972 

1,407,294 

618, .147 
1 

849, 0,57 

644, 703 

300, 000 

653, 229 
69,742 

Adjus tment of guarantee 
reserve 300, 000 

493, 229 
335 

76,163, 727 

762, 972 

1,407,294 

618, .147 
1 

849, 0,57 

644, 703 

300, 000 

653, 229 
69,742 

Adjus tment of reserve for 
contingencies 

Miscellaneous add i t ions . . 

To ta l surplus additions. 

Deductions; 
Cash dividends on com

mon stock 

60, 000 
14, 820 10, 202 

300, 000 

493, 229 
335 i2,'268' 4113 

76,163, 727 

762, 972 

1,407,294 

618, .147 
1 

849, 0,57 

644, 703 

300, 000 

653, 229 
69,742 

Adjus tment of reserve for 
contingencies 

Miscellaneous add i t ions . . 

To ta l surplus additions. 

Deductions; 
Cash dividends on com

mon stock 

1 727, 563 ' 1, 400, 144 473, 560 1, 278, 605 1, 372, 049 81, 369,172 

82, 035, 824 

101,101 

712, 551 

137, 454 

4,120, 778 

1,5,507, 782 

311,036 

150, 000 
306, 438 

Adjus tment of reserve for 
contingencies 

Miscellaneous add i t ions . . 

To ta l surplus additions. 

Deductions; 
Cash dividends on com

mon stock 1,984,660 

1 562, 001 

116, 003 

137, 454 

1,984,6,50 

69, 201 

' 110,616 

2, 646, 20O 

l2,5, 700 

307, 980 

2, 040, 724 

1 S3, 800 

61, 603 

81, 369,172 

82, 035, 824 

101,101 

712, 551 

137, 454 

4,120, 778 

1,5,507, 782 

311,036 

150, 000 
306, 438 

Adjus t value of treasury 
stock . . 

1,984,660 

1 562, 001 

116, 003 

137, 454 

1,984,6,50 

69, 201 

' 110,616 

2, 646, 20O 

l2,5, 700 

307, 980 

2, 040, 724 

1 S3, 800 

61, 603 

81, 369,172 

82, 035, 824 

101,101 

712, 551 

137, 454 

4,120, 778 

1,5,507, 782 

311,036 

150, 000 
306, 438 

iVdjust vaiue of invest-

1,984,660 

1 562, 001 

116, 003 

137, 454 

1,984,6,50 

69, 201 

' 110,616 

2, 646, 20O 

l2,5, 700 

307, 980 

2, 040, 724 

1 S3, 800 

61, 603 

81, 369,172 

82, 035, 824 

101,101 

712, 551 

137, 454 

4,120, 778 

1,5,507, 782 

311,036 

150, 000 
306, 438 

Writo-off losses on bank 
. deposits..,. 

Provisions' for reserve for 

1,984,660 

1 562, 001 

116, 003 

137, 454 

1,984,6,50 

69, 201 

' 110,616 

2, 646, 20O 

l2,5, 700 

307, 980 

2, 040, 724 

1 S3, 800 

61, 603 

81, 369,172 

82, 035, 824 

101,101 

712, 551 

137, 454 

4,120, 778 

1,5,507, 782 

311,036 

150, 000 
306, 438 

Writo-off losses on bank 
. deposits..,. 

Provisions' for reserve for 

1,984,660 

1 562, 001 

116, 003 

137, 454 

81, 369,172 

82, 035, 824 

101,101 

712, 551 

137, 454 

4,120, 778 

1,5,507, 782 

311,036 

150, 000 
306, 438 

investment 15, 607, 782 

81, 369,172 

82, 035, 824 

101,101 

712, 551 

137, 454 

4,120, 778 

1,5,507, 782 

311,036 

150, 000 
306, 438 

• Write-off plant and prop
erty 

15, 607, 782 

81, 369,172 

82, 035, 824 

101,101 

712, 551 

137, 454 

4,120, 778 

1,5,507, 782 

311,036 

150, 000 
306, 438 

Provis-ion 'or royal ty re
serve . 150,000 

81, 369,172 

82, 035, 824 

101,101 

712, 551 

137, 454 

4,120, 778 

1,5,507, 782 

311,036 

150, 000 
306, 438 IWiscollancous deduelions. 

Tota l surplus deduc
tions 

Balance, end of year 

104,184 74, 790 1,370 
150,000 

81, 369,172 

82, 035, 824 

101,101 

712, 551 

137, 454 

4,120, 778 

1,5,507, 782 

311,036 

150, 000 
306, 438 IWiscollancous deduelions. 

Tota l surplus deduc
tions 

Balance, end of year 

104,184 74, 790 1,370 

81, 369,172 

82, 035, 824 

101,101 

712, 551 

137, 454 

4,120, 778 

1,5,507, 782 

311,036 

150, 000 
306, 438 IWiscollancous deduelions. 

Tota l surplus deduc
tions 

Balance, end of year 

1, 780, 290 1, 027, 230 3, 244, 670 2, 625, 897 16, 057, 782 103, 983, 504 

IWiscollancous deduelions. 

Tota l surplus deduc
tions 

Balance, end of year 22, 9,53. 664 19, 020,184 16, 86.5, 074 16, ,607,782 1, 222, 049 1,222,0.19 

' Deduetion, 
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A summary of the earned surplus for the entire ll-year'period 
from December 1, 1926, to September 30, 1937, inclusive, follows: 
Surplus, Dee, 1, 1926.-." $23,836,441 
Net income for the ll-year period 76, 163, 727 

Total . 100, 000, 168 
Le.s.s dividends paid in cash: 

Common .stock I . ' 82,. 635, 824 

Net income after dividends 17,364, 344 
Other surplus deduction,s (net) . 16,142,295 

Surplus, Sept. 30, 1937 .. ].,=222,,049 
1 Exclusive of dlvideuds ou Treasury stock. . .- ,' 

The total surplus for the ll-year period from December 1, 1926i to 
September 30, 1937, decreased $22,614,392, or .94.9 percent, which 
represented tlie amount of cash dividends paid in excess of the -net 
income from operations and other net charges to surplus. .In,the 
"other surplus deductions" shown in the foregoing summary:.was an 
amount of $15,507,782, representing tbe amount of earned, surplus at: 
the end of the year.1936, which was transferred to Nash Division of 
the Nash-Kelvinator Corporation at the date of merger of Nash 
Motors Co. and Kelvinator Corporation at January 1937. . The 
amount of $15,507,782 represents 65.1 percent of the decrease in 
total surplus for the ll-year period or a net decrease of 29.8 percent 
through payment of dividends in excess of earnings and other charges 
to earned surplus other than the transfer of 1936 surplus balance. 
The amount of earned surplus remaining at September 30, 1937,, 
represents earnings for the year 1937 amounting to $532,408 and 
other surplus additions and deductions amounting to $689,641: 

I t will be noted from the summary of earned surplus additions and 
deductions that the dividends paid in each of the years frohi 1930: to 
1936, inclusive, were in excess of the net earnings for these j'-ea.rs, 
consequently in those j^ears i t was necessary for the company to pay 
any dividends-from accumulated surplus. 

The following tabulation shows the amount of cash dividends paid, 
net profit after taxes and the excess dividend payments of net profit 
for each year, 1927 to 1936, inclusive. . '. 

Year Cash divi
dends 

Net profit 
after taxes 

Dividends 
paid in ex
cess of net 

proQt 
Year Cash divi

dends 
Net profit 
afler taxes 

Dividends 
p:iid iu ex
cess of net, 

profit 

1927.. 813, 611, 000 
10, 350,000 
16, 3,56, 000 
13, 606, 900 
9, 463, 500 
3, 990, 200 
1, 984, 660 

.1:24,088, 693 
21, 342, 542 
18, 634, 302 
7, 618, 245 
4, 860, 979 
1, 022, 485 
' 810, 323 

1 $10,477, 693 
I 4, 986, 542 
1 2, 278, 302 

5, 9SS, 655 
4, 002, 621 
2, 967, 715 
2, 800, 973 

1934 $1, 984, 050 
2, 646, 200 
2, 046, 724 

>$1,618,147 
J 459, 568 

808, 111 
632, 408 

$3, 602,797 
3,105,768 
1, 778, 613 
1 632, 408 

1928..-. 
813, 611, 000 
10, 350,000 
16, 3,56, 000 
13, 606, 900 
9, 463, 500 
3, 990, 200 
1, 984, 660 

.1:24,088, 693 
21, 342, 542 
18, 634, 302 
7, 618, 245 
4, 860, 979 
1, 022, 485 
' 810, 323 

1 $10,477, 693 
I 4, 986, 542 
1 2, 278, 302 

5, 9SS, 655 
4, 002, 621 
2, 967, 715 
2, 800, 973 

1935 
$1, 984, 050 
2, 646, 200 
2, 046, 724 

>$1,618,147 
J 459, 568 

808, 111 
632, 408 

$3, 602,797 
3,105,768 
1, 778, 613 
1 632, 408 

1929 

813, 611, 000 
10, 350,000 
16, 3,56, 000 
13, 606, 900 
9, 463, 500 
3, 990, 200 
1, 984, 660 

.1:24,088, 693 
21, 342, 542 
18, 634, 302 
7, 618, 245 
4, 860, 979 
1, 022, 485 
' 810, 323 

1 $10,477, 693 
I 4, 986, 542 
1 2, 278, 302 

5, 9SS, 655 
4, 002, 621 
2, 967, 715 
2, 800, 973 

1936 

$1, 984, 050 
2, 646, 200 
2, 046, 724 

>$1,618,147 
J 459, 568 

808, 111 
632, 408 

$3, 602,797 
3,105,768 
1, 778, 613 
1 632, 408 1930.. 

813, 611, 000 
10, 350,000 
16, 3,56, 000 
13, 606, 900 
9, 463, 500 
3, 990, 200 
1, 984, 660 

.1:24,088, 693 
21, 342, 542 
18, 634, 302 
7, 618, 245 
4, 860, 979 
1, 022, 485 
' 810, 323 

1 $10,477, 693 
I 4, 986, 542 
1 2, 278, 302 

5, 9SS, 655 
4, 002, 621 
2, 967, 715 
2, 800, 973 

1937.... 

$1, 984, 050 
2, 646, 200 
2, 046, 724 

>$1,618,147 
J 459, 568 

808, 111 
632, 408 

$3, 602,797 
3,105,768 
1, 778, 613 
1 632, 408 

1931 

813, 611, 000 
10, 350,000 
16, 3,56, 000 
13, 606, 900 
9, 463, 500 
3, 990, 200 
1, 984, 660 

.1:24,088, 693 
21, 342, 542 
18, 634, 302 
7, 618, 245 
4, 860, 979 
1, 022, 485 
' 810, 323 

1 $10,477, 693 
I 4, 986, 542 
1 2, 278, 302 

5, 9SS, 655 
4, 002, 621 
2, 967, 715 
2, 800, 973 

Total.. 

>$1,618,147 
J 459, 568 

808, 111 
632, 408 

$3, 602,797 
3,105,768 
1, 778, 613 
1 632, 408 

1932... 
1933 

813, 611, 000 
10, 350,000 
16, 3,56, 000 
13, 606, 900 
9, 463, 500 
3, 990, 200 
1, 984, 660 

.1:24,088, 693 
21, 342, 542 
18, 634, 302 
7, 618, 245 
4, 860, 979 
1, 022, 485 
' 810, 323 

1 $10,477, 693 
I 4, 986, 542 
1 2, 278, 302 

5, 9SS, 655 
4, 002, 621 
2, 967, 715 
2, 800, 973 

Total.. 82, 636, 824 76,163,727 6, 472, 007 

1 Earnings in excess of dividends (deduction), 
' Loss. 
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i; The dividends on the stocks held in the treasury of the company 
were e'xcluded before arriving at the above amoimts. 

The following tabulation shows the amount of cash dividends and 
stock: dividends paid, net profit after taxes, and the excess dividend 
payments of net profit for each year, 1917 to 1926, inclusive. 

Year 
Cash d i v i 

dend 
Stock d i v i 

dend 
Tota l d i v i 

dends 
Net prof i t 
after taxes 

Excess of net 
prof i t of d i v i 

dend pay
ments 

1917' . — - . . $437, 600 
1, 400, 000 
1,168,000 
1,187, 000 
1,162, 350 
1, 136,100 
2, 845, 850 
3, 833, 263 
5, 419, 309 

11,000,908 

$437, 500 
1, 400. OOO 
1,108, 000 
1, 187, 000 
1, 102, 350 
1,136,100 

20, 317, 850 
3, 833, 263 
5, 419, 309 

23, 346, 908 

$2, 677, 784 
7, 931, 386 
5, 089, 030 
7, 007,471 
2, 226,078 
7, 613, 216 
9, 280, 032 
9, 280, 641 

15, 053, 840 
IS, 651, 324 

$2,140,284 
6, 631,386 
3, 921, 036 
5, 820, 471 
1, 063, 728 
6, 477,146 

! 11, 0;37, 818 
6, 447, 278 

10, 234, 531 
! 4, 794, 684 

1918 . . . 
$437, 600 

1, 400, 000 
1,168,000 
1,187, 000 
1,162, 350 
1, 136,100 
2, 845, 850 
3, 833, 263 
5, 419, 309 

11,000,908 

$437, 500 
1, 400. OOO 
1,108, 000 
1, 187, 000 
1, 102, 350 
1,136,100 

20, 317, 850 
3, 833, 263 
5, 419, 309 

23, 346, 908 

$2, 677, 784 
7, 931, 386 
5, 089, 030 
7, 007,471 
2, 226,078 
7, 613, 216 
9, 280, 032 
9, 280, 641 

15, 053, 840 
IS, 651, 324 

$2,140,284 
6, 631,386 
3, 921, 036 
5, 820, 471 
1, 063, 728 
6, 477,146 

! 11, 0;37, 818 
6, 447, 278 

10, 234, 531 
! 4, 794, 684 

1019 . . . . . . . 

$437, 600 
1, 400, 000 
1,168,000 
1,187, 000 
1,162, 350 
1, 136,100 
2, 845, 850 
3, 833, 263 
5, 419, 309 

11,000,908 

$437, 500 
1, 400. OOO 
1,108, 000 
1, 187, 000 
1, 102, 350 
1,136,100 

20, 317, 850 
3, 833, 263 
5, 419, 309 

23, 346, 908 

$2, 677, 784 
7, 931, 386 
5, 089, 030 
7, 007,471 
2, 226,078 
7, 613, 216 
9, 280, 032 
9, 280, 641 

15, 053, 840 
IS, 651, 324 

$2,140,284 
6, 631,386 
3, 921, 036 
5, 820, 471 
1, 063, 728 
6, 477,146 

! 11, 0;37, 818 
6, 447, 278 

10, 234, 531 
! 4, 794, 684 

1920 . 

$437, 600 
1, 400, 000 
1,168,000 
1,187, 000 
1,162, 350 
1, 136,100 
2, 845, 850 
3, 833, 263 
5, 419, 309 

11,000,908 

$437, 500 
1, 400. OOO 
1,108, 000 
1, 187, 000 
1, 102, 350 
1,136,100 

20, 317, 850 
3, 833, 263 
5, 419, 309 

23, 346, 908 

$2, 677, 784 
7, 931, 386 
5, 089, 030 
7, 007,471 
2, 226,078 
7, 613, 216 
9, 280, 032 
9, 280, 641 

15, 053, 840 
IS, 651, 324 

$2,140,284 
6, 631,386 
3, 921, 036 
5, 820, 471 
1, 063, 728 
6, 477,146 

! 11, 0;37, 818 
6, 447, 278 

10, 234, 531 
! 4, 794, 684 

1921 - , - . 

$437, 600 
1, 400, 000 
1,168,000 
1,187, 000 
1,162, 350 
1, 136,100 
2, 845, 850 
3, 833, 263 
5, 419, 309 

11,000,908 

$437, 500 
1, 400. OOO 
1,108, 000 
1, 187, 000 
1, 102, 350 
1,136,100 

20, 317, 850 
3, 833, 263 
5, 419, 309 

23, 346, 908 

$2, 677, 784 
7, 931, 386 
5, 089, 030 
7, 007,471 
2, 226,078 
7, 613, 216 
9, 280, 032 
9, 280, 641 

15, 053, 840 
IS, 651, 324 

$2,140,284 
6, 631,386 
3, 921, 036 
5, 820, 471 
1, 063, 728 
6, 477,146 

! 11, 0;37, 818 
6, 447, 278 

10, 234, 531 
! 4, 794, 684 

1922 . . . 

$437, 600 
1, 400, 000 
1,168,000 
1,187, 000 
1,162, 350 
1, 136,100 
2, 845, 850 
3, 833, 263 
5, 419, 309 

11,000,908 

$437, 500 
1, 400. OOO 
1,108, 000 
1, 187, 000 
1, 102, 350 
1,136,100 

20, 317, 850 
3, 833, 263 
5, 419, 309 

23, 346, 908 

$2, 677, 784 
7, 931, 386 
5, 089, 030 
7, 007,471 
2, 226,078 
7, 613, 216 
9, 280, 032 
9, 280, 641 

15, 053, 840 
IS, 651, 324 

$2,140,284 
6, 631,386 
3, 921, 036 
5, 820, 471 
1, 063, 728 
6, 477,146 

! 11, 0;37, 818 
6, 447, 278 

10, 234, 531 
! 4, 794, 684 

1923 . . . 

$437, 600 
1, 400, 000 
1,168,000 
1,187, 000 
1,162, 350 
1, 136,100 
2, 845, 850 
3, 833, 263 
5, 419, 309 

11,000,908 

,1517,472,000 

$437, 500 
1, 400. OOO 
1,108, 000 
1, 187, 000 
1, 102, 350 
1,136,100 

20, 317, 850 
3, 833, 263 
5, 419, 309 

23, 346, 908 

$2, 677, 784 
7, 931, 386 
5, 089, 030 
7, 007,471 
2, 226,078 
7, 613, 216 
9, 280, 032 
9, 280, 641 

15, 053, 840 
IS, 651, 324 

$2,140,284 
6, 631,386 
3, 921, 036 
5, 820, 471 
1, 063, 728 
6, 477,146 

! 11, 0;37, 818 
6, 447, 278 

10, 234, 531 
! 4, 794, 684 

1924 - 1— . . . - . 

$437, 600 
1, 400, 000 
1,168,000 
1,187, 000 
1,162, 350 
1, 136,100 
2, 845, 850 
3, 833, 263 
5, 419, 309 

11,000,908 

,1517,472,000 

$437, 500 
1, 400. OOO 
1,108, 000 
1, 187, 000 
1, 102, 350 
1,136,100 

20, 317, 850 
3, 833, 263 
5, 419, 309 

23, 346, 908 

$2, 677, 784 
7, 931, 386 
5, 089, 030 
7, 007,471 
2, 226,078 
7, 613, 216 
9, 280, 032 
9, 280, 641 

15, 053, 840 
IS, 651, 324 

$2,140,284 
6, 631,386 
3, 921, 036 
5, 820, 471 
1, 063, 728 
6, 477,146 

! 11, 0;37, 818 
6, 447, 278 

10, 234, 531 
! 4, 794, 684 

1925 - . . . 

$437, 600 
1, 400, 000 
1,168,000 
1,187, 000 
1,162, 350 
1, 136,100 
2, 845, 850 
3, 833, 263 
5, 419, 309 

11,000,908 

$437, 500 
1, 400. OOO 
1,108, 000 
1, 187, 000 
1, 102, 350 
1,136,100 

20, 317, 850 
3, 833, 263 
5, 419, 309 

23, 346, 908 

$2, 677, 784 
7, 931, 386 
5, 089, 030 
7, 007,471 
2, 226,078 
7, 613, 216 
9, 280, 032 
9, 280, 641 

15, 053, 840 
IS, 651, 324 

$2,140,284 
6, 631,386 
3, 921, 036 
5, 820, 471 
1, 063, 728 
6, 477,146 

! 11, 0;37, 818 
6, 447, 278 

10, 234, 531 
! 4, 794, 684 1926 

$437, 600 
1, 400, 000 
1,168,000 
1,187, 000 
1,162, 350 
1, 136,100 
2, 845, 850 
3, 833, 263 
5, 419, 309 

11,000,908 12, 285,000 

$437, 500 
1, 400. OOO 
1,108, 000 
1, 187, 000 
1, 102, 350 
1,136,100 

20, 317, 850 
3, 833, 263 
5, 419, 309 

23, 346, 908 

$2, 677, 784 
7, 931, 386 
5, 089, 030 
7, 007,471 
2, 226,078 
7, 613, 216 
9, 280, 032 
9, 280, 641 

15, 053, 840 
IS, 651, 324 

$2,140,284 
6, 631,386 
3, 921, 036 
5, 820, 471 
1, 063, 728 
6, 477,146 

! 11, 0;37, 818 
6, 447, 278 

10, 234, 531 
! 4, 794, 684 

Total 

$437, 600 
1, 400, 000 
1,168,000 
1,187, 000 
1,162, 350 
1, 136,100 
2, 845, 850 
3, 833, 263 
5, 419, 309 

11,000,908 12, 285,000 

$437, 500 
1, 400. OOO 
1,108, 000 
1, 187, 000 
1, 102, 350 
1,136,100 

20, 317, 850 
3, 833, 263 
5, 419, 309 

23, 346, 908 

$2, 677, 784 
7, 931, 386 
5, 089, 030 
7, 007,471 
2, 226,078 
7, 613, 216 
9, 280, 032 
9, 280, 641 

15, 053, 840 
IS, 651, 324 

$2,140,284 
6, 631,386 
3, 921, 036 
5, 820, 471 
1, 063, 728 
6, 477,146 

! 11, 0;37, 818 
6, 447, 278 

10, 234, 531 
! 4, 794, 684 

Total 29, 650, 280 29,767,000 59, 407, 280 S.5, 210, 738 25, 803, 458 

I For the period from Aug. 16, 1916, to Nov. 30, 1917. 
1 Dividends paid in excess of net profit. 

Investment turn-over,—Inpre--^ous sections of this report the invest
ment, ahd rates of return have been shown for the bases of investment 
as described. The follo-wing table shows for each of the ĵ ears, 1927 to 
1937, inclusive, the annual rates of turn-over of the average invest
ment in the motor-vehicle business as related to the tota.l net sales,, 
togfether with the percentages of the net income on the motor-vehicle 
•business of net sales and the rate of return on the motor-vehicle 
business. • 

TABLE 88..-—Nash Motors Co.—Frequency of the yearly turn-over of capital in relation 
to profits, 1927 to 1937, inclusive 

Year 

Average in
vestment i n 
motor-vehicle 

business 

Net value of 
sales 

Annual rate 
of invest

ment turn
over 

Percent of 
nel income 
of net sales 

Hate of re
t u r n 

1 . . . . . 

i927 j__ . 
1923 
1929 .. 
1930 
1 9 3 1 - - . . . . . . : . . : : 
19,32: 
1933 
1934 . . 
1936 
1930. 
1937 (10 months) 
Adjus tment for 2 months 

$36,987, S27 
38,015,973 
36, 721, 240 
30, 537, 587 
23, 306, 669 
M , 808, 009 
9,123, 347 
7, 319, 839 
7, 010, 140 
9, 374, 347 

lO; 707,423 

$113. 441, 804 
120, 745, 705 
103, 576, 898 
61,804,615 
35, 688, 304 
15, 300, 147 
8, 929, 539 

19, 596,175 
27, 728, 850 
30,851,961 
44, 491, 029 
8,898, 200 

Times 
3.07 
3.18 
2.82 
1.70 
1.53 
1.03 
.98 

2. 68 
3.64 
3. 29 

1 4. 99 

Percent 
24. 65 
20.65 
20.49 
15. 81 
13. 99 
1.23 

' 19. 46 
1 12. 32 

I 4. 29 
,95 
,75 

Percent 
75.63 
05. 67 
67.78 
26.86 
21.42 
1.27 

1 19. 05 
1 33. 00 
1 15. 65 

3,12 
>3. 75 

Average, 11 years'. 

$113. 441, 804 
120, 745, 705 
103, 576, 898 
61,804,615 
35, 688, 304 
15, 300, 147 
8, 929, 539 

19, 596,175 
27, 728, 850 
30,851,961 
44, 491, 029 
8,898, 200 

Average, 11 years'. 20,410,274 62,828,470 2. 59 14, 25 36.90 

1 Loss, 
' Adjusted to annual basis. 
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By reference to the foregoing table, i t will be observed tliat the 
average net sales during the ll-year period as adjusted was $52,828,-
476, The average annual sales, related to an average investment 
of $20,410,274, gives an average turn-over of investment of 2.59 times. 
This rate of investment turn-over, related to the annual average 
rate of net profit on sales of 14,25 percent, results in the annua.l average 
rate of return of 36.90 percent for the motor-veliicle investment. 

The greatest turn-over rate of investment occurred during the year 
1937, wliich was 4,99 times, and the lowest rate of turn-over occurred 
in the year 1933, when i t was 0,98 times. The. table shows that as 
the rate of investment turn-over declined from 3.07 times in 1927, 
a.nd 3.18 tim.es in 1928, to the low of 0.98 times in 1933, the percentage 
of net income of net sales a,nd the rates of return declined from their 
highest points in 1927, of 24.66,: and 75.63, respectively, until the 
percent of net income of net sales and rate of return, for 1933 was a 
loss of 19,46 percent and 19,05 percent, respectively. From 1933 to 
1937 the annual rate of hivestment turn-over increased each year 
•with the percent of net income of net sales following the same tren,d 
through 1936, with a slight declnie occurring in 1937. The lowest 
rate of return for the motor-vehicle business occurred in 1934, when i t 
reached a loss of 33 percent compared to a loss of 12.32 percent in the 
net income of net sales. The latter variation is accoimted for by the 
decline of average investment for 1933-34 of 19,8 percent wliile for 
the same period the net sa,les increased 119.5 percent. 

Factory co.̂ t system.—The company used what might be termed a 
specification cost system. The bases of costs were material specifica
tions furnished by the engineering dei)artment and operation routing 
sheets furnished by the time study department. The specifications 
showed the weight, and each kind of material used in each part. 
Average prices obtained from the foundry or forge shops or from 
purchases were applied to the specifications to obtain the material cost. 

The direct labor (wliich was on a piece-work basis) on each opera
tion is priced on the operation routing sheets. This unit labor price 
wa,s checked against the output and pay roll each week, "" ' • 

Complete car costs were compiled every month by the cost depart
ment, aud are applied to the units sold as a basis for factory cost of 
sales. However, arbitrary upward adjustments were often made of 
the costs, purposely resulting in overcosting. Consequently, at the 
end of the year the book inventory would be less ^han the physical 
inventory, res-alting in an inventory overage, as shown on tiie corn-
pa,ny's income statement. 

Costs of parts sales were computed each year for inventory purposes. 
Durmg the following year, the costs would be estmiated on the basis 
of the total mventory cost to the total list p-ices of parts in the in
ventory. Costs of accessories sales were obtained on the same basis. 

Inventories were priced on the basis of cost or matket, whichever 
was lower, obsolete stock being written off. The mventory was taken 
on a conservative basis. 

Manufacturhig expense was applied each month on the basis of 
dhect labor, separately for each plant. 

During the year 1937, the company changed to a strictly standard 
cost system, all variations and other adjustments being .throwniinto 
cost of sales. 



REPORT ON MOTOR VEHICLE INDUSTRY 

Income and e:i:penses.—The income and expenses have been revised 
and recla.ssified by the Commission's accountants, consequently the 
sales, cost of sales, and net profit do not agree -^vith the company 
reports. The reclassifications represent: transfer of inventory ad
justments from "adjustments" to "cost of sales"; transfer of dealers' 
bonus, rebates and price a.djustnients from "selling expense" to 
"sales"; transfer of engineedng expense from "selling expense" to 
"cost of sa.les" for 1937; adjustment of scrap sales by deduction from 
"sales" and credited to "cost of sales of motor vehicles" and "other 
products," The revisions reijresent the transfer of contingency 
expense from "cost of sales" to "surplus"; and the transfer of pay
ments received from Timl^en Roller Bearing Co. from "cost of sales" 
to "surplus," 

A comparative summary of income and expenses is presented in 
the following table. The summary shows the net profit applicable 
to the motor-vehicle business, and the net profit applicable to total 
bushiess, as used in computing the rates of return on the two bases 
previously discussed. The net income from the motor-vehicle 
busmess represents the net profit on sales, plus other income (net). 
The net income from total operations includes the foregoing, and in 
addition, the net income from outside investments. The net income 
on each of the foregohig bases is before deducting provisions for 
Federal and State income taxes. 



TABLE 89.—Nash Motor Co.-comparat-ive s-u-mmary of income and expenses, and nei profits applicable to various bases of investment 
1927 to 1937, inclusive 

N o v . 30, 
1927 

N o v . 30, 
1928 

Nov, 30, 
1929 

Nov . 30, 
1930 

Nov . 30, 
1931 

Nov . 30, 
1032 

N o v . 30, 
1933 

Nov, 30, 
1034 

Nov . 30, 
1936 

Nov . 50, 
1936 

Sent, 30, 
1037 Tota l 

Factory cost of Roods sold 
Gross prol i t on sales _. -

Dis t r ibu t ion expense: 
Selling expense 
Advertising expense 
Adminis t ra t ive expense. 

To ta l distr ibution expense 

Net profi t on sales 

other income (nel) 

Net prof i t applicable to motor-

Net ineomefrom outside investments. 
Net profit applicableto total b usiuess. 
Provision for Federal and State in

come taxes _ 

$113,441,804 
83,293,408 
30,148,336 

$120,745,706 
93,570,407 
27,175,-298 

$103,576,89S 
79,913,809 
23,663,089 

$61,861,615 
41,851,743 
10,012,,S72 

$3.5,588,304 
29,212,291 
6,440,013 

$15,300,l.t7 
14,142,833 
1,157,314 

$8,920,539 
9,505,535 
1 6,35,906 

$19,.590,175 
20,285,029 

' 089,764 

$27,728,8.50 
20,941.047 

787,203 

$30,851,061 
28,891,571 

l,960,-390 

$44,491,029 
42,711,435 
1,77H,594 

$,572,215,027 
470,410,663 
101,804,360 

Factory cost of Roods sold 
Gross prol i t on sales _. -

Dis t r ibu t ion expense: 
Selling expense 
Advertising expense 
Adminis t ra t ive expense. 

To ta l distr ibution expense 

Net profi t on sales 

other income (nel) 

Net prof i t applicable to motor-

Net ineomefrom outside investments. 
Net profit applicableto total b usiuess. 
Provision for Federal and State in

come taxes _ 

836,045 
2,709,367 

143,490 

001,974 
2,784,307 

S3,5S1 

930,690 
3,020,SS6 

84,201 

986,507 
1,919,190 

77,831 

907,925 
1,223,998 

70,699 

668,706 
670,832 

78,034 

628,588 
719„3,'!2 
68,655 

641,778 
1,207,652 

67, ,573 

654,001 
1,47S,,591 

62,035 

616,178 
1,1.57,540 

,59,160 

609,960 
759,386 
197,051 

.8,241,061 
17,651,091 

983,206 

Factory cost of Roods sold 
Gross prol i t on sales _. -

Dis t r ibu t ion expense: 
Selling expense 
Advertising expense 
Adminis t ra t ive expense. 

To ta l distr ibution expense 

Net profi t on sales 

other income (nel) 

Net prof i t applicable to motor-

Net ineomefrom outside investments. 
Net profit applicableto total b usiuess. 
Provision for Federal and State in

come taxes _ 

3,087,908 3,769,922 4,044,807 2,983,523 2,202,522 1,.307,631 1,316,626 

1 1,952,621 
214,800 

1,917,003 2,185,8,87 1,,833,178 1,620,887 26,875,953 

Factory cost of Roods sold 
Gross prol i t on sales _. -

Dis t r ibu t ion expense: 
Selling expense 
Advertising expense 
Adminis t ra t ive expense. 

To ta l distr ibution expense 

Net profi t on sales 

other income (nel) 

Net prof i t applicable to motor-

Net ineomefrom outside investments. 
Net profit applicableto total b usiuess. 
Provision for Federal and State in

come taxes _ 

26,400,428 
1,512,648 

23,405,376 
1,623,440 

19,018,222 
1,601,101 

7,029,344 
1,171,050 

4,243,491 
748,460 

1 160,317 
338,763 

1,316,626 

1 1,952,621 
214,800 

' 2,606,767 
191,,538 

1 1,398,684 
207,613 

127,212 
165,730 

152,707 
182,076 

74,928,401 
7,857,125 

Factory cost of Roods sold 
Gross prol i t on sales _. -

Dis t r ibu t ion expense: 
Selling expense 
Advertising expense 
Adminis t ra t ive expense. 

To ta l distr ibution expense 

Net profi t on sales 

other income (nel) 

Net prof i t applicable to motor-

Net ineomefrom outside investments. 
Net profit applicableto total b usiuess. 
Provision for Federal and State in

come taxes _ 

27,972,976 
706,693 

24.928,816 
811,806 

21,219,323 
1,047,887 

8,200,394 
967,323 

4,991,0,57 
840,233 

188,440 
834,039 

' 1,737,821 
921,498 

1 2,415,219 
897.072 

1 1,191,071 
731,503 

202,942 
615,103 

334,783 
320,625 

82,785,626 
8,701,907 

Factory cost of Roods sold 
Gross prol i t on sales _. -

Dis t r ibu t ion expense: 
Selling expense 
Advertising expense 
Adminis t ra t ive expense. 

To ta l distr ibution expense 

Net profi t on sales 

other income (nel) 

Net prof i t applicable to motor-

Net ineomefrom outside investments. 
Net profit applicableto total b usiuess. 
Provision for Federal and State in

come taxes _ 

28,678,669 

4,,589,076 

26,740,082 

4,:39S,140 

22,207,210 

3,632,008 

9,107,717j 5,841,190 

1,649,472! 990,211 

1,022,485 1 816,323 ' 1,518,147 1 469,608 908,110 

40,000 

6.55,408 

123,000 

01,487,433 

15,323,707 

N e l income 24,088,093 21,342,542 18,634,302 7,018,245 4,850,979 1,022,485 1 810,323 1 1,518,147 1 469,668 .868,110 632,40? 76,163,726 

' Loss. 
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Net sales, herein referred to, represent gross sales after deduction 

'of bonus and rebates of dealers' price and other adjustments and allow-
.ances. As shown by the foregohig table, the total net sales increased 
from $113,441,804 for 1927, to $120,745,705 for 1928, or 6.44 percent, 
and decreased each year thereafter until 1933, in which the sales 
.amounted to $8,929,539, with an increase hi each subseciuent 3̂ ear to 
a total of $44,491,029, for 1937. 

I t will be noted from the preceding table that the factory cost of 
•goods sold showed a trend similar to that of net sales for the period 
under review. From 1927 to 1928 the factory cost of goods sold 
moved upward, hicreasing from $83,293,468 hi 1927 to $93,570,407 
in 1928, an increase of $10,276,939, or 12.34 percent, and decreased 
each J'ear thereafter proportionately -with the decrease of net sales 
until 1933, in which the cost of goods sold amounted to $9,566,535, 
•or a decrease of $84,004,872 in factory cost of goods sold from 1928 
to 1933. From 1933 to 1937 the factorj'- cost of goods sold increased 
•substantially each year. In 1937, the factory cost of goods sold 
.amounted to $42,711,436, an increase of $33,145,900, over the cost 
of $9,565,535 for 1933. 

The following tabulation shows tiie percentage of aimual increase 
.or decrease of net sales and factory cost of goods sold for each year 
1927 to 1937 inclusive. 

Year N e t sales 

Pprcenta.£;e of 
annual increase 
C+) or decrease 

( —) in sales, 
1927-37 

Factory cost 
of goods sold 

Percentage of 
annual increase 
(-f-l or<lecrense 
( - ) in factory 
cost of coods 
sold, 1927-37 

1927 $113,441,804 
120, 745, 705 
103, 676, 898 

61, 864, 616 
35, OSS, 304 
15,300, 147 

8, 929, 539 
19, 596, 175 
27, 728, 850 
30, 851, 961 
44, 491, 029 

$83, 293. 468 
03, 570, 407 
70,013, 809 
41,861,743 
29. 242, 291 
14, 142, 833 

9, 56.5. 535 
20, 285, 929 
26, 941, 6-17 
28, 891, .571 
42, 711, 436 

1928 
$113,441,804 

120, 745, 705 
103, 676, 898 

61, 864, 616 
35, OSS, 304 
15,300, 147 

8, 929, 539 
19, 596, 175 
27, 728, 850 
30, 851, 961 
44, 491, 029 

-(-6.44 
-14 . 22 
-49 . 93 
-31.19 
- 6 7 13 
- 4 1 . 6 i 

-1-119. 45 
- f41 . 50 
- f i l . 26 
- f 44. 21 

$83, 293. 468 
03, 570, 407 
70,013, 809 
41,861,743 
29. 242, 291 
14, 142, 833 

9, 56.5. 535 
20, 285, 929 
26, 941, 6-17 
28, 891, .571 
42, 711, 436 

-1-12.34 
-14.59 
- 4 7 . 63 
-30.13 
- 5 1 64 
-32 . 36 

- f l l 2 . 07 
- f 32. 81 

- f7 . 24 
-1-47. 83 

1929 

$113,441,804 
120, 745, 705 
103, 676, 898 

61, 864, 616 
35, OSS, 304 
15,300, 147 

8, 929, 539 
19, 596, 175 
27, 728, 850 
30, 851, 961 
44, 491, 029 

-(-6.44 
-14 . 22 
-49 . 93 
-31.19 
- 6 7 13 
- 4 1 . 6 i 

-1-119. 45 
- f41 . 50 
- f i l . 26 
- f 44. 21 

$83, 293. 468 
03, 570, 407 
70,013, 809 
41,861,743 
29. 242, 291 
14, 142, 833 

9, 56.5. 535 
20, 285, 929 
26, 941, 6-17 
28, 891, .571 
42, 711, 436 

-1-12.34 
-14.59 
- 4 7 . 63 
-30.13 
- 5 1 64 
-32 . 36 

- f l l 2 . 07 
- f 32. 81 

- f7 . 24 
-1-47. 83 

1930 

$113,441,804 
120, 745, 705 
103, 676, 898 

61, 864, 616 
35, OSS, 304 
15,300, 147 

8, 929, 539 
19, 596, 175 
27, 728, 850 
30, 851, 961 
44, 491, 029 

-(-6.44 
-14 . 22 
-49 . 93 
-31.19 
- 6 7 13 
- 4 1 . 6 i 

-1-119. 45 
- f41 . 50 
- f i l . 26 
- f 44. 21 

$83, 293. 468 
03, 570, 407 
70,013, 809 
41,861,743 
29. 242, 291 
14, 142, 833 

9, 56.5. 535 
20, 285, 929 
26, 941, 6-17 
28, 891, .571 
42, 711, 436 

-1-12.34 
-14.59 
- 4 7 . 63 
-30.13 
- 5 1 64 
-32 . 36 

- f l l 2 . 07 
- f 32. 81 

- f7 . 24 
-1-47. 83 

1931 

$113,441,804 
120, 745, 705 
103, 676, 898 

61, 864, 616 
35, OSS, 304 
15,300, 147 

8, 929, 539 
19, 596, 175 
27, 728, 850 
30, 851, 961 
44, 491, 029 

-(-6.44 
-14 . 22 
-49 . 93 
-31.19 
- 6 7 13 
- 4 1 . 6 i 

-1-119. 45 
- f41 . 50 
- f i l . 26 
- f 44. 21 

$83, 293. 468 
03, 570, 407 
70,013, 809 
41,861,743 
29. 242, 291 
14, 142, 833 

9, 56.5. 535 
20, 285, 929 
26, 941, 6-17 
28, 891, .571 
42, 711, 436 

-1-12.34 
-14.59 
- 4 7 . 63 
-30.13 
- 5 1 64 
-32 . 36 

- f l l 2 . 07 
- f 32. 81 

- f7 . 24 
-1-47. 83 

1932 . . . . 

$113,441,804 
120, 745, 705 
103, 676, 898 

61, 864, 616 
35, OSS, 304 
15,300, 147 

8, 929, 539 
19, 596, 175 
27, 728, 850 
30, 851, 961 
44, 491, 029 

-(-6.44 
-14 . 22 
-49 . 93 
-31.19 
- 6 7 13 
- 4 1 . 6 i 

-1-119. 45 
- f41 . 50 
- f i l . 26 
- f 44. 21 

$83, 293. 468 
03, 570, 407 
70,013, 809 
41,861,743 
29. 242, 291 
14, 142, 833 

9, 56.5. 535 
20, 285, 929 
26, 941, 6-17 
28, 891, .571 
42, 711, 436 

-1-12.34 
-14.59 
- 4 7 . 63 
-30.13 
- 5 1 64 
-32 . 36 

- f l l 2 . 07 
- f 32. 81 

- f7 . 24 
-1-47. 83 

1933 

$113,441,804 
120, 745, 705 
103, 676, 898 

61, 864, 616 
35, OSS, 304 
15,300, 147 

8, 929, 539 
19, 596, 175 
27, 728, 850 
30, 851, 961 
44, 491, 029 

-(-6.44 
-14 . 22 
-49 . 93 
-31.19 
- 6 7 13 
- 4 1 . 6 i 

-1-119. 45 
- f41 . 50 
- f i l . 26 
- f 44. 21 

$83, 293. 468 
03, 570, 407 
70,013, 809 
41,861,743 
29. 242, 291 
14, 142, 833 

9, 56.5. 535 
20, 285, 929 
26, 941, 6-17 
28, 891, .571 
42, 711, 436 

-1-12.34 
-14.59 
- 4 7 . 63 
-30.13 
- 5 1 64 
-32 . 36 

- f l l 2 . 07 
- f 32. 81 

- f7 . 24 
-1-47. 83 

1934 

$113,441,804 
120, 745, 705 
103, 676, 898 

61, 864, 616 
35, OSS, 304 
15,300, 147 

8, 929, 539 
19, 596, 175 
27, 728, 850 
30, 851, 961 
44, 491, 029 

-(-6.44 
-14 . 22 
-49 . 93 
-31.19 
- 6 7 13 
- 4 1 . 6 i 

-1-119. 45 
- f41 . 50 
- f i l . 26 
- f 44. 21 

$83, 293. 468 
03, 570, 407 
70,013, 809 
41,861,743 
29. 242, 291 
14, 142, 833 

9, 56.5. 535 
20, 285, 929 
26, 941, 6-17 
28, 891, .571 
42, 711, 436 

-1-12.34 
-14.59 
- 4 7 . 63 
-30.13 
- 5 1 64 
-32 . 36 

- f l l 2 . 07 
- f 32. 81 

- f7 . 24 
-1-47. 83 

1935 

$113,441,804 
120, 745, 705 
103, 676, 898 

61, 864, 616 
35, OSS, 304 
15,300, 147 

8, 929, 539 
19, 596, 175 
27, 728, 850 
30, 851, 961 
44, 491, 029 

-(-6.44 
-14 . 22 
-49 . 93 
-31.19 
- 6 7 13 
- 4 1 . 6 i 

-1-119. 45 
- f41 . 50 
- f i l . 26 
- f 44. 21 

$83, 293. 468 
03, 570, 407 
70,013, 809 
41,861,743 
29. 242, 291 
14, 142, 833 

9, 56.5. 535 
20, 285, 929 
26, 941, 6-17 
28, 891, .571 
42, 711, 436 

-1-12.34 
-14.59 
- 4 7 . 63 
-30.13 
- 5 1 64 
-32 . 36 

- f l l 2 . 07 
- f 32. 81 

- f7 . 24 
-1-47. 83 

1936 

$113,441,804 
120, 745, 705 
103, 676, 898 

61, 864, 616 
35, OSS, 304 
15,300, 147 

8, 929, 539 
19, 596, 175 
27, 728, 850 
30, 851, 961 
44, 491, 029 

-(-6.44 
-14 . 22 
-49 . 93 
-31.19 
- 6 7 13 
- 4 1 . 6 i 

-1-119. 45 
- f41 . 50 
- f i l . 26 
- f 44. 21 

$83, 293. 468 
03, 570, 407 
70,013, 809 
41,861,743 
29. 242, 291 
14, 142, 833 

9, 56.5. 535 
20, 285, 929 
26, 941, 6-17 
28, 891, .571 
42, 711, 436 

-1-12.34 
-14.59 
- 4 7 . 63 
-30.13 
- 5 1 64 
-32 . 36 

- f l l 2 . 07 
- f 32. 81 

- f7 . 24 
-1-47. 83 1937 

$113,441,804 
120, 745, 705 
103, 676, 898 

61, 864, 616 
35, OSS, 304 
15,300, 147 

8, 929, 539 
19, 596, 175 
27, 728, 850 
30, 851, 961 
44, 491, 029 

-(-6.44 
-14 . 22 
-49 . 93 
-31.19 
- 6 7 13 
- 4 1 . 6 i 

-1-119. 45 
- f41 . 50 
- f i l . 26 
- f 44. 21 

$83, 293. 468 
03, 570, 407 
70,013, 809 
41,861,743 
29. 242, 291 
14, 142, 833 

9, 56.5. 535 
20, 285, 929 
26, 941, 6-17 
28, 891, .571 
42, 711, 436 

-1-12.34 
-14.59 
- 4 7 . 63 
-30.13 
- 5 1 64 
-32 . 36 

- f l l 2 . 07 
- f 32. 81 

- f7 . 24 
-1-47. 83 

$113,441,804 
120, 745, 705 
103, 676, 898 

61, 864, 616 
35, OSS, 304 
15,300, 147 

8, 929, 539 
19, 596, 175 
27, 728, 850 
30, 851, 961 
44, 491, 029 

-(-6.44 
-14 . 22 
-49 . 93 
-31.19 
- 6 7 13 
- 4 1 . 6 i 

-1-119. 45 
- f41 . 50 
- f i l . 26 
- f 44. 21 

$83, 293. 468 
03, 570, 407 
70,013, 809 
41,861,743 
29. 242, 291 
14, 142, 833 

9, 56.5. 535 
20, 285, 929 
26, 941, 6-17 
28, 891, .571 
42, 711, 436 

-1-12.34 
-14.59 
- 4 7 . 63 
-30.13 
- 5 1 64 
-32 . 36 

- f l l 2 . 07 
- f 32. 81 

- f7 . 24 
-1-47. 83 

Distribution expenses.—Certain adjustments have been made by 
the Commission's exammers to the total distribution expenses as 
:sho\vn by the company records. The adjustments represented cer
tain transfers, such as: Contingency expense to surplus; dealers' 
bonus to sales; rebates of dea.lers to sales; capital stock tax from mis
cellaneous income to seUing expense. 

I t will be noted from table 89 that the total distribution expenses, 
which included sellhig, advertising, and administrative, increased from 
$3,687,908 in 1927, to $4,044,867, in 1929, an increase of $356,959, or 
•9.68 percent. From 1929 to 1932, the expenses declined to $1,307,631, 
a decrease of $2,737,236. From 1932 to 1935, the expenses increased 
to $2,185,887, an increase of $878,256, After 1935, the expenses de-
•creased to $1,626,887 for 1937, a decrease of $559,000. 

•: |: 
. ; I. 

I: 'i. 

17123:3—39- -47 
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The follo-wing tabulation shows the ratio of the various classes of 
distribution expense to the total, for each year, 1927 to 1937, inclusive: 

-year .Distribution 
expenses 

Ratios nf selling, advertising, and adrainislra-
.tive expenses to distribution expense, by 
classes 

-year .Distribution 
expenses 

Selling Advertis
ing 

Adminis
trative Total 

1927 . $3, 687, 008 
3, 759, 922 
4, 044, f 07 
2,983, 528 
2, 202, 522 
1.307, 631 
1,310,626 
1,917,003 
2,185,887 
1,833,178 
1, 620, SS7 

Percent 
22. C4 
2.8.92 
23.23 
33.06 
41.22 
42.73 
40.15 
33.48 
29.95 • 
33. 61 
41.18 

Percent 
73.47 
73.86 
74.08 
64. 33 
55. 67 
51.30 
64. 64 
63. 00 
67. 04 
63.15 
46. 71 

Percent 
3.89 
2.22 
2.09 
2.61 
3.21 
6.97 
6. 21 
3. 52 
2.41 
3.24 

12.11 

Percent 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

1928 . . . -----
$3, 687, 008 
3, 759, 922 
4, 044, f 07 
2,983, 528 
2, 202, 522 
1.307, 631 
1,310,626 
1,917,003 
2,185,887 
1,833,178 
1, 620, SS7 

Percent 
22. C4 
2.8.92 
23.23 
33.06 
41.22 
42.73 
40.15 
33.48 
29.95 • 
33. 61 
41.18 

Percent 
73.47 
73.86 
74.08 
64. 33 
55. 67 
51.30 
64. 64 
63. 00 
67. 04 
63.15 
46. 71 

Percent 
3.89 
2.22 
2.09 
2.61 
3.21 
6.97 
6. 21 
3. 52 
2.41 
3.24 

12.11 

Percent 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

1929 . 

$3, 687, 008 
3, 759, 922 
4, 044, f 07 
2,983, 528 
2, 202, 522 
1.307, 631 
1,310,626 
1,917,003 
2,185,887 
1,833,178 
1, 620, SS7 

Percent 
22. C4 
2.8.92 
23.23 
33.06 
41.22 
42.73 
40.15 
33.48 
29.95 • 
33. 61 
41.18 

Percent 
73.47 
73.86 
74.08 
64. 33 
55. 67 
51.30 
64. 64 
63. 00 
67. 04 
63.15 
46. 71 

Percent 
3.89 
2.22 
2.09 
2.61 
3.21 
6.97 
6. 21 
3. 52 
2.41 
3.24 

12.11 

Percent 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

1030 

$3, 687, 008 
3, 759, 922 
4, 044, f 07 
2,983, 528 
2, 202, 522 
1.307, 631 
1,310,626 
1,917,003 
2,185,887 
1,833,178 
1, 620, SS7 

Percent 
22. C4 
2.8.92 
23.23 
33.06 
41.22 
42.73 
40.15 
33.48 
29.95 • 
33. 61 
41.18 

Percent 
73.47 
73.86 
74.08 
64. 33 
55. 67 
51.30 
64. 64 
63. 00 
67. 04 
63.15 
46. 71 

Percent 
3.89 
2.22 
2.09 
2.61 
3.21 
6.97 
6. 21 
3. 52 
2.41 
3.24 

12.11 

Percent 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

1931.- . . 

$3, 687, 008 
3, 759, 922 
4, 044, f 07 
2,983, 528 
2, 202, 522 
1.307, 631 
1,310,626 
1,917,003 
2,185,887 
1,833,178 
1, 620, SS7 

Percent 
22. C4 
2.8.92 
23.23 
33.06 
41.22 
42.73 
40.15 
33.48 
29.95 • 
33. 61 
41.18 

Percent 
73.47 
73.86 
74.08 
64. 33 
55. 67 
51.30 
64. 64 
63. 00 
67. 04 
63.15 
46. 71 

Percent 
3.89 
2.22 
2.09 
2.61 
3.21 
6.97 
6. 21 
3. 52 
2.41 
3.24 

12.11 

Percent 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

1032 . 

$3, 687, 008 
3, 759, 922 
4, 044, f 07 
2,983, 528 
2, 202, 522 
1.307, 631 
1,310,626 
1,917,003 
2,185,887 
1,833,178 
1, 620, SS7 

Percent 
22. C4 
2.8.92 
23.23 
33.06 
41.22 
42.73 
40.15 
33.48 
29.95 • 
33. 61 
41.18 

Percent 
73.47 
73.86 
74.08 
64. 33 
55. 67 
51.30 
64. 64 
63. 00 
67. 04 
63.15 
46. 71 

Percent 
3.89 
2.22 
2.09 
2.61 
3.21 
6.97 
6. 21 
3. 52 
2.41 
3.24 

12.11 

Percent 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

1933 

$3, 687, 008 
3, 759, 922 
4, 044, f 07 
2,983, 528 
2, 202, 522 
1.307, 631 
1,310,626 
1,917,003 
2,185,887 
1,833,178 
1, 620, SS7 

Percent 
22. C4 
2.8.92 
23.23 
33.06 
41.22 
42.73 
40.15 
33.48 
29.95 • 
33. 61 
41.18 

Percent 
73.47 
73.86 
74.08 
64. 33 
55. 67 
51.30 
64. 64 
63. 00 
67. 04 
63.15 
46. 71 

Percent 
3.89 
2.22 
2.09 
2.61 
3.21 
6.97 
6. 21 
3. 52 
2.41 
3.24 

12.11 

Percent 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

I9,i4 

$3, 687, 008 
3, 759, 922 
4, 044, f 07 
2,983, 528 
2, 202, 522 
1.307, 631 
1,310,626 
1,917,003 
2,185,887 
1,833,178 
1, 620, SS7 

Percent 
22. C4 
2.8.92 
23.23 
33.06 
41.22 
42.73 
40.15 
33.48 
29.95 • 
33. 61 
41.18 

Percent 
73.47 
73.86 
74.08 
64. 33 
55. 67 
51.30 
64. 64 
63. 00 
67. 04 
63.15 
46. 71 

Percent 
3.89 
2.22 
2.09 
2.61 
3.21 
6.97 
6. 21 
3. 52 
2.41 
3.24 

12.11 

Percent 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

19.35 . . . . . 

$3, 687, 008 
3, 759, 922 
4, 044, f 07 
2,983, 528 
2, 202, 522 
1.307, 631 
1,310,626 
1,917,003 
2,185,887 
1,833,178 
1, 620, SS7 

Percent 
22. C4 
2.8.92 
23.23 
33.06 
41.22 
42.73 
40.15 
33.48 
29.95 • 
33. 61 
41.18 

Percent 
73.47 
73.86 
74.08 
64. 33 
55. 67 
51.30 
64. 64 
63. 00 
67. 04 
63.15 
46. 71 

Percent 
3.89 
2.22 
2.09 
2.61 
3.21 
6.97 
6. 21 
3. 52 
2.41 
3.24 

12.11 

Percent 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

IWf, . . . . 

$3, 687, 008 
3, 759, 922 
4, 044, f 07 
2,983, 528 
2, 202, 522 
1.307, 631 
1,310,626 
1,917,003 
2,185,887 
1,833,178 
1, 620, SS7 

Percent 
22. C4 
2.8.92 
23.23 
33.06 
41.22 
42.73 
40.15 
33.48 
29.95 • 
33. 61 
41.18 

Percent 
73.47 
73.86 
74.08 
64. 33 
55. 67 
51.30 
64. 64 
63. 00 
67. 04 
63.15 
46. 71 

Percent 
3.89 
2.22 
2.09 
2.61 
3.21 
6.97 
6. 21 
3. 52 
2.41 
3.24 

12.11 

Percent 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 1937 . . . . . 

$3, 687, 008 
3, 759, 922 
4, 044, f 07 
2,983, 528 
2, 202, 522 
1.307, 631 
1,310,626 
1,917,003 
2,185,887 
1,833,178 
1, 620, SS7 

Percent 
22. C4 
2.8.92 
23.23 
33.06 
41.22 
42.73 
40.15 
33.48 
29.95 • 
33. 61 
41.18 

Percent 
73.47 
73.86 
74.08 
64. 33 
55. 67 
51.30 
64. 64 
63. 00 
67. 04 
63.15 
46. 71 

Percent 
3.89 
2.22 
2.09 
2.61 
3.21 
6.97 
6. 21 
3. 52 
2.41 
3.24 

12.11 

Percent 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

Total 

$3, 687, 008 
3, 759, 922 
4, 044, f 07 
2,983, 528 
2, 202, 522 
1.307, 631 
1,310,626 
1,917,003 
2,185,887 
1,833,178 
1, 620, SS7 

Percent 
22. C4 
2.8.92 
23.23 
33.06 
41.22 
42.73 
40.15 
33.48 
29.95 • 
33. 61 
41.18 

Percent 
73.47 
73.86 
74.08 
64. 33 
55. 67 
51.30 
64. 64 
63. 00 
67. 04 
63.15 
46. 71 

Percent 
3.89 
2.22 
2.09 
2.61 
3.21 
6.97 
6. 21 
3. 52 
2.41 
3.24 

12.11 

Percent 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

Total 25,873, 968 30.06 65.68 3.66 • 100 

I t -will be noted from the above tabulation that for the ll-year 
period sellhig expense represented 30,66 percent of distribution ex
penses, advertising 65.68 percent, and administrative 3.66 percent of 
total distribution expense. 

As indicated by tbe preceding ta.bulation, the total distribution 
expenses amounted to $26,875,958 for the ll-year period 1927 to 1937, 
inclusive. This expense was di-vided into three classes, namely: 
Selhng, $8,241,061; advertising, $17,651,691; and administrative, 
$983,206. . . . 

Advertising expenditures.—Expenditures for advertising constituted 
an important part of the selhng expenses of the Nash Co., ranging 
from a nunimum of $670,832 m 1932 to a maximum of $3,020,886 in 
1929; and aggregating $17,651,691 for the ll-year period 1927 to 
1937, inclusive. The following statement shows the average amiual 
expenditure and the proportion expended for the different types of 
advertismg for the period 1927 to 1937:' 

Analysis of annual average advertising expense by advertising media, for the period 
1927 to 1937, inclusive 

Advertising expense: 
Magazine advertising 
Newspaper advertisin? ' 
Farm paper advcrlisiug 
Trade paper advertising 
Billboard advertising 
Advertising matier 
Mechanical advertising expense 
Radio advertising. 
Miscellaneous advertising expense.. 
.^dvcrlising adjustment account 
Sales-promotion expense... 
,\dvertising salaries 

Total 1. 
Less distributors' ndvertisinp 

Total average advertising expense 

Annual average 

Amount Percent 

$368,768 
1,111,833 

42, 8,54 
26,181 
89, 208 

168, 300 
288, 351 
62,914 
4,029 

19, 073 
2-l,'970 
6,061 

2,191,622 
562, 235 

1,529, 387 

16.37 
60.73 
1.96 
1.20 
4.07 
7.08 

13.16 
2.41 
,18 
,87 

1,14 
.23 

ion. on 
25. 55 
74.35 
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The detailed advertising expenses sho-vTO in the foregoing tabulation 

include the amount collected from distributors, winch represented 
25,65 percent of gross advertising, and has been deducted from the 
total disbursements to arrive at the net average advertising expense 
to the company. As indicated in this tabulation, newspaper adver
tising represented over 50 percent of such expense, with magazine 
advertising representing 16.37 percent, followed closely by mechanical 
advertising expense of 13.16 percent. 

The following tabulation shows the total combined number of ve
lncles sold in United States and Canada and exported, total adver
tising expense, total per car, amount contributed by distributors and 
per car, net amount expended and per car, for each year, 1929 to 1937, 
inclusive. 

Year 

1029 
1030 
1031 
1032 
1933 
19:14 
19,35 
1936. 
1937 

Total 

Total 
number 
of motor 
vehicles 

sold 

117,043 
55,792 
39,864 
17, 648 
11, 752 
29, 813 
43, 828 
47, 376 
72, 822 

435,928 

Total 

Adverlisiug 
expense 

$3,647,669 
3,176,007 
2,161,924 
1,072 866 

94S, 383 
1,589,762 
2, 028, 964 
1, 818, 052 
1, 804, 620 

18, 248, 837 

.Average 
per car 

$31.17 
66. 94 
54. 25 
60.79 
80.70 
53. 32 
40. 29 
38. 37 
24. 78 

41.80 

Less amount contrib
uted by distributors 

Total 

$620, 783 
1, 257, 417 
937, 920 
402,034 
229, 001 
332,110 

• 560, .303 
660,512 

1, 044, 734 

6, 090, 8S0 

Per car 

$5, 36 
32, 64 
23, 64 
32, 7S 
19,49 
12,82 
12. 56 
13. 94 
14. 35 

13. 97 

Net balance paid by 
manufactiu^er 

Total 

$3.020, 886 
1,919,190 
1, 323.998 
670, 832 
719, 382 

1, 207, 052 
1, 478, 591 
1,157, 540 
769, 886 

12,1,57, 9.57 

Per car 

$26.81 
34.40 
30.71 
38.01 
61.21 
40.60 
33.73 
24.43 
10.43 

27. S9 

As shown by the foregoing tabulation, the average advertising 
expense per car for the 9-year period 1929 to 1937, inclusive, amounted 
to $41.86, of which the distributor contributed $13.97 per car, with 
tho manufacturer contributing the balance of $27.89. For the year 
1929 the total advertising expense per car was $31,17, with the dis
tributors contributing $5,36 per car and the manufacturer $25.81. 
The amounts for 1930 increased substantially to $34.40 and_$22,64, 
respectively, for the manufacturer and distributor; this increase 
occurred princijially by the decrease in number of vehicles sold during 
tbe latter j-ear and the smaller decrease in expenses to the ratio of 
units sold. For the year 1933, the average expense per car to the 
manufacturer increased to $61.21 per car, wlule the contribution, by 
the distributors decreased-to $19.49 per car. Tins increa^e,.was..duQ 
to the small number of veMcles sold during 1933, wliich %V-a;s ll;'752; 
compared to 117,043 for 1929. During the period from 1933 to 1936, 
the advertising expense per car to the distributor gradually decreased 
to $13.91 in 1936, -wdth an increase to $14.35 for 1937, The per car 
average expense to the manufacturer decreased substantially each 
year from $61.21 for 1933 to $10.43 for 1937. 
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. The following tabulation shows a comparison of the per car adver
tising expense for 1929, 1930, 1933, 1936, and 1937, segregated between 
the manufacturer and distributor: 

Units 
sold 

Expense 
per car 

manufac
turer 

Expense 
per car 

dislributor 

Year: 
1929 . 117,043 

65,792 
11,7,52 
47, 370 
72, 822 

$25.81 
34.40 
01.21 
24.43 
10. 43 

$6.36 
22. 54 
19.49 
13. 94 
14. 36 

1930 1.. 
117,043 
65,792 
11,7,52 
47, 370 
72, 822 

$25.81 
34.40 
01.21 
24.43 
10. 43 

$6.36 
22. 54 
19.49 
13. 94 
14. 36 

1933 

117,043 
65,792 
11,7,52 
47, 370 
72, 822 

$25.81 
34.40 
01.21 
24.43 
10. 43 

$6.36 
22. 54 
19.49 
13. 94 
14. 36 

1935 .-

117,043 
65,792 
11,7,52 
47, 370 
72, 822 

$25.81 
34.40 
01.21 
24.43 
10. 43 

$6.36 
22. 54 
19.49 
13. 94 
14. 36 > .1937,., 

117,043 
65,792 
11,7,52 
47, 370 
72, 822 

$25.81 
34.40 
01.21 
24.43 
10. 43 

$6.36 
22. 54 
19.49 
13. 94 
14. 36 

117,043 
65,792 
11,7,52 
47, 370 
72, 822 

$25.81 
34.40 
01.21 
24.43 
10. 43 

$6.36 
22. 54 
19.49 
13. 94 
14. 36 

Aggregate profits.—It will be noted from table 89 that the net profit 
on sales in 1927 was $26,460,428 and decreased each year thereafter to 
a net loss of $2,606,757 in 1934. The net loss for 1935 was $1,398,684, 
a reduction in opera.ting loss of $1,208,073 over that of 1934, The 
operations of 1936 and 1937 resulted in net profits of $127,212 and 
$152,707, respectively. 

Other income Cnet), amoimtmg to $7,857;125, for the ll-year 
period 1927 to 1937, inclusive, consisted principally of discount and 
interest earned, and dividends received from Seaman Body Corpo
ration,: a subsidiary. The following summary of the total and annual 
average amounts for the ll-year period indicates the nature of the 
various incomes: 

Tota l 

Annual average, 
1927 lo 1937 

Amount Percent 

Discount earned (net) 
Interest earned 
Dividends received, Seaman Body Corporaiion 
Siibsidiary supervision fees 
Branch division profits 
Unclaimed commercial accounts 
Miscellaneous earnings 

• To ta l 

$1, 529,051 
2,948,263 
3,244,092 

30,000 
43, 921 

400 
61,319 

$139, 006 
268, 024 
294,917 

2, 727 
3,993 

43 
6, 576 

7,867, 125 714, 284 

19.46 
37. 52 
41.29 

.38 

.,66 
,01 

100,00 

As, shown by the foregoing tabulation, discount and interest re
ceived, and dividends received from subsidiary corporation amounted 
to 98.27 percent of the total "Other income." 

Net income from outside investments amounting to $8,701,907, for 
the ll-year period 1927 to 1937, inclusive, consisted principally of 
interest on United States securities and Liberty bonds. The following 
siiminary of the total and average amounts for the ll-year period 
indicates the nature of this income: 
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Interest: 
United Slates securities 
Liberty bonds 
Miscellaneous investments 

Rent earned 
Dividend e:irned 
Deprceintion: Nonmanufaoluring property 
Mil-vvaukee idle plant expense 
Miscellaneous real estate expense 

Total . . . _ 

Annua l average, 1927 
to 1937 

To ta l 

Amoun t Percent 

S7, 629, 843 $684,531 86. 53 
1, 022, 694 92,963 11.75 

235, 402 21,400 2.71 
69,017 0. 274 .79 

2S6. 975 26,0S9 3.30 
> 76, 213 1 6,928 1.8S 

1 363.382 1 32,126 1 4.06 
1 12,330 1 1,121 1.14 

8, 701, 907 791, 082 100. 00 

' Deduction, 

Officers' salaries.—During the ll-year period 1927 to 1937, inclusive, 
the salaries and bonuses paid officers aggregated $3,442,824. The 
number of officers of the company, the aggregate amount of salaries 
and bonuses paid each year of the period 1927 to 1937, inclusive, are 
shown in the follo\\Tng ta.bulation: 

Number 
of 

officers 

Compensation paid Number 
of 

officers 
Salaries Bonus To ta l 

Year: 
1027 6 

6 
6 
7 
6 
9 
9 
9 
7 
7 
6 

$157. 540 
1,67 2,50 
167,500 
162, 825 
153. son 
ISO, 825 
184, 739 
102,419 
142. 550 
n o . 133 
96. ,546 

$536, 280 
646, 254 
303, 592 
221, 002 
69, 969 

$693, 820 
802, 504 
401,092 
384, 427 
223. 709 
ISO, R25 
184, 730 
162,410 
142, 650 
110, 133 
96. 546 

1928 
6 
6 
6 
7 
6 
9 
9 
9 
7 
7 
6 

$157. 540 
1,67 2,50 
167,500 
162, 825 
153. son 
ISO, 825 
184, 739 
102,419 
142. 550 
n o . 133 
96. ,546 

$536, 280 
646, 254 
303, 592 
221, 002 
69, 969 

$693, 820 
802, 504 
401,092 
384, 427 
223. 709 
ISO, R25 
184, 730 
162,410 
142, 650 
110, 133 
96. 546 

1020 

6 
6 
6 
7 
6 
9 
9 
9 
7 
7 
6 

$157. 540 
1,67 2,50 
167,500 
162, 825 
153. son 
ISO, 825 
184, 739 
102,419 
142. 550 
n o . 133 
96. ,546 

$536, 280 
646, 254 
303, 592 
221, 002 
69, 969 

$693, 820 
802, 504 
401,092 
384, 427 
223. 709 
ISO, R25 
184, 730 
162,410 
142, 650 
110, 133 
96. 546 

1930 

6 
6 
6 
7 
6 
9 
9 
9 
7 
7 
6 

$157. 540 
1,67 2,50 
167,500 
162, 825 
153. son 
ISO, 825 
184, 739 
102,419 
142. 550 
n o . 133 
96. ,546 

$536, 280 
646, 254 
303, 592 
221, 002 
69, 969 

$693, 820 
802, 504 
401,092 
384, 427 
223. 709 
ISO, R25 
184, 730 
162,410 
142, 650 
110, 133 
96. 546 

1931 . -

6 
6 
6 
7 
6 
9 
9 
9 
7 
7 
6 

$157. 540 
1,67 2,50 
167,500 
162, 825 
153. son 
ISO, 825 
184, 739 
102,419 
142. 550 
n o . 133 
96. ,546 

$536, 280 
646, 254 
303, 592 
221, 002 
69, 969 

$693, 820 
802, 504 
401,092 
384, 427 
223. 709 
ISO, R25 
184, 730 
162,410 
142, 650 
110, 133 
96. 546 

1932. 

6 
6 
6 
7 
6 
9 
9 
9 
7 
7 
6 

$157. 540 
1,67 2,50 
167,500 
162, 825 
153. son 
ISO, 825 
184, 739 
102,419 
142. 550 
n o . 133 
96. ,546 

$536, 280 
646, 254 
303, 592 
221, 002 
69, 969 

$693, 820 
802, 504 
401,092 
384, 427 
223. 709 
ISO, R25 
184, 730 
162,410 
142, 650 
110, 133 
96. 546 

1933 . . 

6 
6 
6 
7 
6 
9 
9 
9 
7 
7 
6 

$157. 540 
1,67 2,50 
167,500 
162, 825 
153. son 
ISO, 825 
184, 739 
102,419 
142. 550 
n o . 133 
96. ,546 

$693, 820 
802, 504 
401,092 
384, 427 
223. 709 
ISO, R25 
184, 730 
162,410 
142, 650 
110, 133 
96. 546 

1934 ; 

6 
6 
6 
7 
6 
9 
9 
9 
7 
7 
6 

$157. 540 
1,67 2,50 
167,500 
162, 825 
153. son 
ISO, 825 
184, 739 
102,419 
142. 550 
n o . 133 
96. ,546 

$693, 820 
802, 504 
401,092 
384, 427 
223. 709 
ISO, R25 
184, 730 
162,410 
142, 650 
110, 133 
96. 546 

1935 

6 
6 
6 
7 
6 
9 
9 
9 
7 
7 
6 

$157. 540 
1,67 2,50 
167,500 
162, 825 
153. son 
ISO, 825 
184, 739 
102,419 
142. 550 
n o . 133 
96. ,546 

$693, 820 
802, 504 
401,092 
384, 427 
223. 709 
ISO, R25 
184, 730 
162,410 
142, 650 
110, 133 
96. 546 

1936. 

6 
6 
6 
7 
6 
9 
9 
9 
7 
7 
6 

$157. 540 
1,67 2,50 
167,500 
162, 825 
153. son 
ISO, 825 
184, 739 
102,419 
142. 550 
n o . 133 
96. ,546 

$693, 820 
802, 504 
401,092 
384, 427 
223. 709 
ISO, R25 
184, 730 
162,410 
142, 650 
110, 133 
96. 546 1937 

6 
6 
6 
7 
6 
9 
9 
9 
7 
7 
6 

$157. 540 
1,67 2,50 
167,500 
162, 825 
153. son 
ISO, 825 
184, 739 
102,419 
142. 550 
n o . 133 
96. ,546 

$693, 820 
802, 504 
401,092 
384, 427 
223. 709 
ISO, R25 
184, 730 
162,410 
142, 650 
110, 133 
96. 546 

T o t a l . . . 

6 
6 
6 
7 
6 
9 
9 
9 
7 
7 
6 

$157. 540 
1,67 2,50 
167,500 
162, 825 
153. son 
ISO, 825 
184, 739 
102,419 
142. 550 
n o . 133 
96. ,546 

$693, 820 
802, 504 
401,092 
384, 427 
223. 709 
ISO, R25 
184, 730 
162,410 
142, 650 
110, 133 
96. 546 

T o t a l . . . 1,666,127 1, 776, 697 3, 442.824 1,666,127 1, 776, 697 3, 442.824 

By reference to the foregoing ta.bulation, it will be noted that the 
largest total salary and bonus payments occurred during the year 
1928, which amounted to $802,504, and declined thereafter to an 
amount of only $96,546 for the year 1937. 

The chairman of the board did not participate in bonus payments 
and all such payments were discontinued after 1931. 

The annual decline in amount of compensation payments was 
effected by the reduction in bonus paĵ ments prior to 1932, and there
after, through reduction in salaries. 

Summary of sales, factory cost of sales a-nd gross and net profit by 
lines of products.—The table presented following shows a summarj'- of 
net sales, and cost of sales and profit hy hues of goods manufactured 
and sold in the United States and Canada and for export, for each 
year, 1929 to 1937_, inclusive, a.nd segregated between motor vehicles, 
parts and accessories and other products. 
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TABLE 90.—Nash Motors Co.— Summary of net sales, factory cost of goods sold, 
gross profit, distribution expe-nses and net -profit on sales by products sold i < Uriited 
States and Canada, and to export irade, for each year 1929 to 1937, inclusive 

Motor vehicles 

Uni ted 
States 

and 
Canada 

Expor t 

Parts and accessories 

Uni ted 
states 
and 

Canada 

Export . 

Other 
prod
ucts ' 

To ta l 

Ne t sales: 
192U... 
1930... 
1931... 
19,32... 
1933... 
19,34... 
1936... 
1936... 
1937... 

$91,526,838 
43,092,810 
29,858,861 
13, 322, 992 
7,472,903 

16, 777, 701 
23, 897, 575 
20,988, 703 
39, 735, 561 

$8,163, 556 
6,000, 820 
3, 647, 458 

799, 596 
602, 444 

2, 766, 033 
2, 661,802 
2,353,908 
2, 770, 788 

$3.340, 368 
2, 447,816 
1,917,887 
1, 0,50,139 

762, 684 
• 883,150 

• 933,434 
1,315.047 
1. 790,369 

$433, 983 
268, 055 
216, 719 

88, 534 
80, 857 

131, 605 
, 147,865 

161, 248 
146, 671 

$112,163 
55,114 
47,381 
38, 886 
30, 691 
32, 506 
38,174 
43, 057 
47, 050 

To ta l 

Factory cost of goods: 
1929 
1930 
1931 
1932 
1933.. 
1934 
1035... 
1936 
1937... 

To ta l 

Gross prof i t : 
1929 
1930.. 
1931..: 
1032.... _. 
1933.. 
1934.... 
1935 
1936 
1937 

Tota l 

Dis t r ibu t ion expenses; 
1929.... 
1930 
1931.. . . 
1932 
1933.... 
1934 
1935... 
1936 
1937 

To ta l 

Ne t prof i t : 
1929.. 
1930. 
1931 
1932 
1933 : . 
1934 
1935 
1936 
1937 

T o t a l . . . 

291,67.1.084 29, 756, 403 14,485, 884 1, 665, 625 446, 522 

70, 940,840 
36, 165,107 
24, 602, 961 
12, 680, 99] 
7, 081, 436 

16. 626,173 
23, 505. 014 
25, 738, 611 
38. 835,850 

2.55,835, 678 

20, 586, 998 
7, 927, 013 
6, 195, 900 

642, Oni 
2 208, 472 
' 848, 382 

391,961 
1.2,52,192 

890, 606 

35, 838, 506 

3, 276, 030 
2, 396, 613 
1,803,204 
1, 148,182 
1, 074, 280 
1,720,314 
2.001. 798 
1,637, 746 
1,471,672 

16, 630, 445 

17, 309, 368 
6, 531, 000 
3, 392, 696 
2 500, 181 

' 1,282, 7.58 
' 2. 508, 696 
' 1,609,837 

1 336, 554 
' 571,977 

19,308, 061 

6,193, 546 
4, 695,958 
2, 075,734 
738, 700 
585, 523 

2, 819, 950 
2, ,578. 662 
2,124, 411 
2, 546, 346 

2,416,816 
1, 782, 280 
1, 429, 394 
664, 053 

1,192, 676 
713, 524 
736, isn 
897,322 

1,202,201 

276, 477 
163,399 
137,330 
47, 375 
70,4-15 
74, 605 
79, 867 
81, 908 
79, 009 

87,131 
44, 909 
36, 872 
21,714 
35, 456 
51, 071 
41,424 
51. 419 
40. 023 

2,5, 267, 735 11,024, 446 1, 000, 416 419,619 

1,970,011 
1,,304, 862 
671,722 
60,896 
0,021 

2 53,923 
83,240 
229, 497 
226, 442 

923, 642 
665, 536 
488, 493 
396, 086 

" 439, 992 
174, 626 
247. 254 
417, 725 
688,168 

168, 506 
104, 066 
79,389 
41,159 
10,412 
57,090 
67, 098 
69, 338 
67, 662 

25,032 
10, 205 
ID. 509 
17,172 
> 4, 865 
210,165 
' 3,250 
! 8, 362 
' 1, 373 

4, 498, 608 3,461,439 656, 210 25, 903 

624,181 
446, 619 
279,177 
92:310 
03,026 
114, 737 
114, 608 
130, 050 
99, 677 

111,628 
121, 468 
104, 508 
59, 220 
106, 802 
73, 828 
62. 696 
67,101 
60, 502 

27, 702 
15, 540 
12. 884 
6,921 
7. 583 
3.035 
3,547 
6,014 
3,091 

4, 666 
3,288 
2. 740 
1,992 
4,92s 
5,089 
3,330 
3, 201 
2,045 

1,034,197 807, 762 ,377 31, 367 

1, 346. 830 
868. 243 
392, 545 
! 31,420 
' 66,105 
" 168,060 
» 31,268 
09,441 
125, 865 

811,914 
544, 068 
383, 985 
335, 866 

' 008, 704 
100, 70S 
184, 559 
360,624 
537, 606 

130, 744 
89,110 
66, .506 
35, 238 
2,829 
54, 065 
64, 451 
64, 334 
64, 671 

20. 306 
6,917 
7, 7.i0 
16. ISO 
> 9. 793 
! 24, 254 
2 6, 589 
Ml, 623 
" 3, 418 

2, 634, 471 2, 653, 686 671,833 " 5, 464 

$103, 576, 893 
51,804,615 
35, 688,304 
15, 300,147 
8, 929, 539 
19, 500,175 
27, 728, 860 
30,851,961 
44,491,029 

338,027, 518 

79, 913, 800 
41.851,743 
29, 242. 291 
14,142, 833 
8, 5S5, 536 
20, 286. 929 
26.941,647 
28. 801, 571 
42, 711, 435 

293,546,793 

23, 663, 089 
10,012, 872 
6, 446,013 
1,157,314 
2 635, 996 
2 6,89, 754 
787, 203 

1, 960, 390 
1, 779, 594 

44. 480, 725 

4, 044, 807 
2. 983. ,528 
2, 202. 622 
1. 307, 631 
1. :il6.fi25 
1.917.003 
2. 185, 887 
1, S33. 178 
1, 620, 887 

19. lis, 12s 

19, 618, 222 
7,029,314 
4, 243, 491 
' 15:1,317 

2 1,052, 621 
2 2. 603, 757 
2 1,393,684 

127, 212 
152. 707 

25, 062, 597 

' Sundries and repairs, 
2 Loss. 

Motor vehicles.—By reference to the table, it will be observed that 
the amount of sales of motor veliicles sold in the United States and 
Canada, declined from $91,526,838 for 1929, to a low of $7,472,963 
in 1933, a decrease of $84,053,876, or 91,8 percent, m comparison to 
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motor vehicle sales for export of $8,163,556 for 1929, and $592,444 
in 1933, a decrease of $7,571,112, or 92.7 percent. For 1937, the 
domestic vehicles sold amounted to $39,735,561, an increase of 431.7 
percent from 1933. There was an increase of 367,7 percent in export 
sales for the same period. 

The sales of motor vehicles in ratio to the total sales were as foUows: 
United States and Canada, 86.3 percent; and other exports, 8.8 percent. 

The cost of motor vehicles sold in the United States ahd Canadian 
markets in 1929, amounted to $70,940,840, and decreased to $7,681,435 
for 1933, a decrease of $63,259,405, or 89.2 percent, compared to a 
decrease in sales of 91.8 percent for the same period. The cost of 
motor vehicles sold in export in 1929 was $6,193,546, and decreased 
to $585,523 for 1933, a decrease of 90.5 percent, as compared to 
decrease in sales of 92.7 percent for the correspondmg period. For 
1937, the cost of motor vehicles sold in the United States and Canada 
was $38,835,856, an increase of 405.6 percent from 1933, and an in
crease of 334.7 percent in the cost of sales exported for the same period. 

The distribution expenses for 1929, applicable to sales of motor 
vehicles in the United States and Canada amounted to $3,276,630, 
and for 1933, had decreased to $1,074,286, a decrease of 67.2 percent 
compared to a decrease of approximately 90 percent for sales and 
cost of sales of the same period. For 1937, the distribution expense 
applicable to domestic sales of velucles amounted to $1,471,672, or 
an increase from 1933 of 37 percent compared to approximately 430 
percent increase of sales for the like period. General expense 
apphcable to export sa.les in 1929 was $624,181 -with a decrease to 
$63,026 for 1933, or 89.9 percent decrease wluch was approximately 
the same ratio as the sales decline for this period. For 1937, the 
expense had increased to $99,577, or an increase from 1933 of 68 
percent. 

For the year 1929, tbe net profit applicable to sales of motor vehicles 
in the United States and Canada amounted to $17,309,368, and for 
1933, i t had decreased to a loss of $1,282,758, or a net decrease in 
mcome of $18,592,126 from 1929 to 1933, and further decreased to 
a loss of $2,568,696 for 1934, with each subsequent year representing 
a loss from sale of domestic velncles. As sho-wn by the table, during 
the period 1929 to 1937, inclusive, the sales of motor vehicles in the 
the United States and Canada represented a loss for each year, 1932 
to 1937, inclusive, and a profit for each year prior to 1932. 

The following statement shows the amount of net profit or net 
loss for each year, 1927 to 1937, inclusive, applicable to sales in the 
United States and Canada, and export sales: 

Year United States 
and Canada Export 

1929 . . . . . . $17,309,308 
6, ,531, 000 
3,392, 096 
1 506,181 

1 1, 282, 758 
' 2, 568, 696 
' 1,609,837 

1 386, 554 
' 1 671,977 

$1, 345, 830 
858, 243 
392, 546 
1 31,420 
' 60, 105 

1 168, 660 
1 31, 268 

99, 441 
125, 805 

1930 
$17,309,308 

6, ,531, 000 
3,392, 096 
1 506,181 

1 1, 282, 758 
' 2, 568, 696 
' 1,609,837 

1 386, 554 
' 1 671,977 

$1, 345, 830 
858, 243 
392, 546 
1 31,420 
' 60, 105 

1 168, 660 
1 31, 268 

99, 441 
125, 805 

1931 . 

$17,309,308 
6, ,531, 000 
3,392, 096 
1 506,181 

1 1, 282, 758 
' 2, 568, 696 
' 1,609,837 

1 386, 554 
' 1 671,977 

$1, 345, 830 
858, 243 
392, 546 
1 31,420 
' 60, 105 

1 168, 660 
1 31, 268 

99, 441 
125, 805 

1932 

$17,309,308 
6, ,531, 000 
3,392, 096 
1 506,181 

1 1, 282, 758 
' 2, 568, 696 
' 1,609,837 

1 386, 554 
' 1 671,977 

$1, 345, 830 
858, 243 
392, 546 
1 31,420 
' 60, 105 

1 168, 660 
1 31, 268 

99, 441 
125, 805 

1933 . 

$17,309,308 
6, ,531, 000 
3,392, 096 
1 506,181 

1 1, 282, 758 
' 2, 568, 696 
' 1,609,837 

1 386, 554 
' 1 671,977 

$1, 345, 830 
858, 243 
392, 546 
1 31,420 
' 60, 105 

1 168, 660 
1 31, 268 

99, 441 
125, 805 

1934 

$17,309,308 
6, ,531, 000 
3,392, 096 
1 506,181 

1 1, 282, 758 
' 2, 568, 696 
' 1,609,837 

1 386, 554 
' 1 671,977 

$1, 345, 830 
858, 243 
392, 546 
1 31,420 
' 60, 105 

1 168, 660 
1 31, 268 

99, 441 
125, 805 

1935 

$17,309,308 
6, ,531, 000 
3,392, 096 
1 506,181 

1 1, 282, 758 
' 2, 568, 696 
' 1,609,837 

1 386, 554 
' 1 671,977 

$1, 345, 830 
858, 243 
392, 546 
1 31,420 
' 60, 105 

1 168, 660 
1 31, 268 

99, 441 
125, 805 

1936... 

$17,309,308 
6, ,531, 000 
3,392, 096 
1 506,181 

1 1, 282, 758 
' 2, 568, 696 
' 1,609,837 

1 386, 554 
' 1 671,977 

$1, 345, 830 
858, 243 
392, 546 
1 31,420 
' 60, 105 

1 168, 660 
1 31, 268 

99, 441 
125, 805 1937... . . ' 

$17,309,308 
6, ,531, 000 
3,392, 096 
1 506,181 

1 1, 282, 758 
' 2, 568, 696 
' 1,609,837 

1 386, 554 
' 1 671,977 

$1, 345, 830 
858, 243 
392, 546 
1 31,420 
' 60, 105 

1 168, 660 
1 31, 268 

99, 441 
125, 805 

To ta l 

$17,309,308 
6, ,531, 000 
3,392, 096 
1 506,181 

1 1, 282, 758 
' 2, 568, 696 
' 1,609,837 

1 386, 554 
' 1 671,977 

$1, 345, 830 
858, 243 
392, 546 
1 31,420 
' 60, 105 

1 168, 660 
1 31, 268 

99, 441 
125, 805 

To ta l 19, 308, 061 2, 534, 471 19, 308, 061 2, 534, 471 

1 Loss. 
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I t wil l be noted from the foregoing statement that the export trade-
of motor vehicles was more profitable than that of . sales in the United 
States and Canada. The total net profit on sales of motor vehicles 
to trade in the United States and Canada was approximately 6 per
cent, while export represented a net profit of approxhnately 8 percent. 

The followhig comparative statement shows the net sales, cost of 
siiles, general expenses, and net profit, together with the units sold 
in the United States and Canada and export trade, for the years 1929,, 
1933, and 1937: 

Sales: 
1929 
1933 
1937 

Cost of sales: 
1929 
1933 
1937 

General expense 
1929 
1933 
1937 

Net prof i t : 
1929 
1933... 
1937 

Motor vehicles 

Uni ted Stales 
and Canada 

Uni ts 

107,736 
10,955 
63,402 

107,735 
10, 956 
68, 402 

107, 736 
10, 955 
OS, 402 

107, 735 
10, 0,55 
68,402 

Amoun t 

526, 838 
472,963 
735, 551 

940, 840 
681,435 
835, 856 

276, 630 
074, 286 
471, 672 

309, 368 
282, 758 
571, 977 

Export 

Amoun t 

$8,163, .556 
592, 444 

2, 770,788 

6,193, 546 
586, 523 

2, ,545, 346 

624, 181 
63, 020 
99, 677 

1, 345, 830 
1 50,105 
125,865 

Uni ts 

• 797 
4,420' 

9,308 
797 

4,420. 

9, 303 
797 

4,420 

9,308 
797 

4,420 

I Loss, 

As reflected in the foregoing comparative statements i t is apparent 
that the profitableness of the sales of motor veliicles in both markets 
is dependent principally upon the volume of units marketed in each, 
as cost of sales and general expenses do not fiuctuate as readily as. 
sales, due to fixed charges appearing therein. 

Parts and accessories.—The total parts and accessories sold in the 
United States and Canadian markets dming the 9-year period 1929' 
to 1937, mclusive, amounted to approximately 4 percent of the total 
sales durhig this period, with sales in export trade representing less 
than 0.05 percent of tbe total sales for the period. The sales of parts 
and accessories in the United States and Canada for 1929 amounted 
to $3,340,358, and declmed to $752,684 for 1933, a decrease of 77.5-
percent, in comparison to sales of parts and accessories to export trade 
of $433,983 for 1929, and $80,857 m 1933, a decrease of 81,4 percent. 
For 1937, sales of parts and accessories in the United States and 
Canada were $1,790,369, an increase of 137.9 percent from 1933, and, 
an increase of 81.4 percent in export sales for the same period, which 
represented the same rate as the decrease of 1929-33. 

Other products.—The other products include sundries and repairs 
and is of secondary consideration. The total sales for the 9-year 
period amounted to only $445,522, with cost of sales of $419,619,. 
operating expense $31,357, and a net loss of $5,454 for the entire 
period. 

Percentages of factory cost of goods sold, expenses, gross and net 
profit to per dollar of net sales.—The various operating ratios refiecting-
the trends in income and expenses which have been discussed in the 
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preceding paragraphs, are shown in the table next presented, for each 
of the years 1929 to 1937, inclusive, segregated between motor vehicles, 
parts, and accessories and other products sold in United States and 
Canada, and in export markets. 

TABLE 91,—Nash Motors Co.—Percentage of factory costs of sales, gross profit, 
distribution expenses, and nei profit io -per dollar of net soles by products sold in 
United. States and Ca-nada and to export trade for each year, 1929 to 1937, inclusive 

Motor vehicles Parts and accessories 

U nited 
States and 

Canada 
Expor t 

Uni ted 
St:-iles and 

Canada 
Export 

other 
products i 

Tota l 

Cents 
lOO.O 
100.0 
100. fl 
100 0 
100.0 
100.0 
lUO.O 
100.0 
100.0 

Cents 
100.0 
lUO. 0 
100.0 
100.0 
100 0 
100.0 
100.0 
lon.o 
100. 0 

Cents 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100 0 
100.0 
100.0 

Cents 
100.0 
100 0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

Cents 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

Cents 
100 0 
100.0 
100.0 
100.0 
100.0 
100 n 
100.0 
100.0 
100.0 

100. 0 100.0 lon.o 100.0 100.0 100.0 

77.5 
81.6 
82.0 
9,5.2 

102.8 
105. 4 
98.4 
95.4 
07.7 

75.9 
78.3 
81.6 
92.4 
98.8 

101.9 
90.9 
90.2 
91.9 

72.4 
72.8 
74.5 
02.3 

158. 6 
80.3 
74.9 
58.2 
07.1 

63.5 
61.0 
63.4 
53.5 
37. 1 
50.0 
64.0 
64.2 
63.9 

77.7 
81.5 
77.8 
,55.8 

115,9 
1.59,0 
ins, 6 
119,4 
102.9 

77.2 
80.7 
81.9 
92.4 

107.1 
103.5 
97.2 
93.8 
96.0 

87. 7 84.9 76.1 60.6 94.2 80. 8 

22.5 
18.4 
17.4 
4.8 

2 2.8 
2 6.4 

1.6 
4.6 
2.3 

24.1 
21.7 
18.4 
7.6 
1.2 

2 1.9 
3.1 
9.8 
8. 1 

27.6 
27.2 
26.6 
37.7 

2 58.5 
10.7 
25. 1 
31.8 
32.9 

36.5 
39.0 
36.6 
40.5 
12.9 
43.4 
46.0 
45.8 
40.1 

22.3 
18.5 
22. 2 
44.2 

2 1,6. 9 
2 69.0 
2 8.5 

2 19.4 
2 2.9 

22.8 
19.3 
18.1 
7.5 

2 7.1 
2 3.5 

2.8 
6.4 
4.0 

12.3 15.1 23.9 39.4 ,5.3 13.2 

3.6 
5.6 
6.0 
8.0 

14.4 
10.9 
8.4 
6.1 
3.7 

7.6 
7.4 
7.7 

11.6 
10.6 
4.1 
4.3 
5.6 
3.6 

3.3 
5.0 
.5.4 
5.6 

22.2 
8.3 
0.4 
4.4 
2.8 

6.4 
5.8 
5.9 
6.7 
9.4 
2.3 
2.4 
3.3 
2.1 

4.2 
6.0 
5.8 
5. 1 

16. 1 
1.5.7 
8.7 
7.6 
4.3 

3.9 
6.8 
6.2 
8.6 

14.7 
9.8 
7.9 
6.0 
3.7 

5. 7 6.6 5.6 5.1 7.0 5.8 

18.9 
12.8 
11.4 
2 3. 8 

'• 17. 2 
2 16.3 
2 6.8 
2 1.5 
2 1.4 

16.5 
14.3 
10.7 
2 3.9 
2 9.4 
2 6.0 
2 1 2 

4'2 
4.6 

24.3 
22 2 
•20.1 
32. 1 

2 80.7 
11.4 
18.7 
27.4 
30.1 

30. 1 
33.2 
30.7 
30.8 
3.6 

41.1 
43.6 
42.6 
44.0 

18.1 
12.5 
10.4 
39. 1 

2 32.0 
2 74.7 
2 17 2 
2 27.0 

2 7, 2 

18,9 
13.5 
11,9 

2.9 
2 21.8 
2 13.3 
2 5. 1 

.4 

.3 

6.6 8.6 18.3 34,3 2 1.2 7.4 

Net sales: 
1020 
1930 
1931 
1932 
1933 
19,34 
1935 
1936 
1937 

Tota l 

Factory cost of sales: 
1929 
1930 
1931 
1932 
1933 
1934 
1935.. 
1936 
1937 

T o t a l . . 

Gross profi t on sales: 
1929 
1930. 
1931 
1932 
1933 
1934 
1936 
1930 
1937 

Tota l 

-General expenses: 
1929 
1930 
1931 
1932 
1033 
1934 
1935 
1936 
1937 

Tota l 

Ne t prof i t on sales: 
1029 
1930 
1931 
1932 
1933 
1034 
1935 
1036 
1937 

Tota l 

1 Sundries and repairs. 
-2 Loss-
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These ratios are presented to show the trend of the diffei'ent items 
of expense in relation to sales and their effect on net profit as well as 
to indicate the profitableness of the various divisions of products. 
By reference to the table, i t wUl be observed that the highest rate of 
profit was earned on parts and accessories exported, which amounted 
to 34.3 cents per dollar of net sales, while profit on the parts and 
accessories sold in tbe United States and Canada amounted to 18.3 
cents per dollar. Motor vehicles sold in the United States and 
Canada produced 0,6 cents per dollar and vehicles exported pro
duced 8.5 cents per dollar of net sales. Other products produced an 
average loss of 1.2 cents per doUar of net sales. The total operations 
represented a net profit of 7.4 cents per dollar of net sales for the 
9-year period. 

Factorj. cost of total sales represented 77.2 cents for 1929, and 
graduallj'^ increased each j'-ear to 1933, when i t amounted to 107.1 
cents per dollar of net sales. From the high of 1933, there was an 
annual decline of cost to 93,6 cents for 1936, and an mcrease for 1937 
to 96.0 cents with the total cost of goods sold representing 86.8 cents 
per dollar of net sales. Cost of motor vehicles sold m the United 
States and Canada mcreased each year from 77.5 cents for 1929, to 
105.4 cents for 1934, after which i t declined to 95.4 cents for 1936, 
and increased to 97.7 cents for 1937, and total cost of motor vehicles 
sales in the United States and Canada of 87.7 cents per dollar of net 
sales. The trend in cost of exported vehicles was upward from 75.9 
cents for 1929 to 101.9 cents for 1934, and then declmed to 91.9 
cents for 1937, and total cost of vehicles exported represented 84.9 
cents compared to 87.7 cents for cost of sales in the United States and 
Canada. 

Factory cost of parts and accessories sold in domestic and Canadian 
trade increased from 72.4 cents for 1929, to 158.6 cents per dollar of 
net sales in 1933, and decreased annually from 1933 to 67,1 cents 
in 1937, Total cost of parts and accessories sold in the United 
States and Canada for the 9-year period represented 76,1 cents per 
dollar of net sales. Parts and accessories sold to export trade repre
sents a more profitable operation through a lower cost of goods sold. 
The cost of parts and accessories exported increased from 63.5 cents 
for 1929, to 87,1 cents for 1933, and gradually declhied to 53.9 cents 
for 1937, with total cost of parts and accessories exported amounting 
to 60,6 cents compared to total domestic and Canadian of 76.1 cents 
per dollar of net sales. 

The total distribution expense, which consists of selling, advertising, 
and administrative amounted to 5,8 cents per dollar of net sales for 
the 9-year period, which represented 5.7 cents and 6.6 cents, respec
tively, applicable to domestic and Canadian and export motor ve
hicles; parts and accessories were 5.6 and 5,1 cents respectively, for 
domestic and export, with 7,0 cents applicable to other products. 

Net profit per dollar of net sales for motor vehicles sold in domestic 
trade for 1929 was 18.9 cents, compared to 16,5 cents for export, and 
declined each year to a loss in 1933 of 17.2 cents for domestic and 
Canadian, and 9.4-cent loss for export trade. 

From 1933, the trend was reversed, with smaller losses resulting 
each year to 1937, Net profit per doUar of net sales of parts and 
accessories for 1929 amounted to 24,3 cents for domestic and Cana
dian sales, and 30.1 cents for export sales. I n 1932, this rate of profit 
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had increased to 32.1 cents for domestic and Canadian, and 39.8 
cents for export. For 1933, there was a substantial decline, which 
shows a loss of 80.7 cents for domestic and a profit of 3.5 cents for 
export trade. For each year after 1933, there was an increase in the 
ratio of profits to 1937, wliich represented a profit of 30.1 cents for 
domestic and Canadian trade, and 44.0 cents for export. The rate 
of net profit per dollar of net sales for the 9-year period amounted to 
18,3 cents for domestic and Canadian, and 34.3 cents for export 
operations. 

The following table summarizes the motor vehicles sold in the 
United States and Canada, 1929 to 1937, inclusive, and averages per 
unit sold, showing net sales, factorj'' cost of goods sold, gross profit on 
sales, general expenses and net profit on sales in total and per unit. 

TABLE 92.—Nash Motors Co,—Summary of motor vehicles sold in United States 
and Canada, and averages per unit, 1929 to 1937, inclusive 

Year ending— Units 
sold 

Ne t sales 
Factory 
cost of 

goods sold 

Gross profi t 
on sales 

Selling, ad
vertising, 

and admin-
i,-;trative 
expenses 

Net prof i t 
on sales 

Nov. 30, 1929.. 
Nov. 30, 1930 

107,736 
49, 307 

,$91,520, 833 
43, 002,810 
29, 8,58, 861 
13, 322, 092 
7, 472, 963 

15, 777,791 
23, .S07, 575 
26, 988, 703 
39, 735, 551 

$70,940,840 
3,5, 165, 197 
24, 662, 901 
12, 6E0, 001 
7, 081,435 

10,626,173 
23, 605, 614 
26, 730, 511 
38, 835, 856 

$20, ,586, 098 
7, 927, 613 
5, 196, 900 

642, 001 
' 208, 472 
' 848,382 

391,961 
1, 262, 102 

899,695 

$3, 276, 630 
2, 396, 613 
1, 803, 204 
1, 148, 182 
1, 074, 286 
1, 720, 314 
2, 001, 708 
1, 637, 746 
1,471,672 

$17, 309, 36S 
5, 531,000 
3, 302, 006 
1 606, ISl 

1 1, 282, 75S 
1 2, 568, 696 
1 1,609,837 

1 386, 554 
1 571,977 

N o r . 30, 1932 16,701 
10, 966 
25, 864 
39, 675 
43, 768 
OS, 402 

,$91,520, 833 
43, 002,810 
29, 8,58, 861 
13, 322, 092 
7, 472, 963 

15, 777,791 
23, .S07, 575 
26, 988, 703 
39, 735, 551 

$70,940,840 
3,5, 165, 197 
24, 662, 901 
12, 6E0, 001 
7, 081,435 

10,626,173 
23, 605, 614 
26, 730, 511 
38, 835, 856 

$20, ,586, 098 
7, 927, 613 
5, 196, 900 

642, 001 
' 208, 472 
' 848,382 

391,961 
1, 262, 102 

899,695 

$3, 276, 630 
2, 396, 613 
1, 803, 204 
1, 148, 182 
1, 074, 286 
1, 720, 314 
2, 001, 708 
1, 637, 746 
1,471,672 

$17, 309, 36S 
5, 531,000 
3, 302, 006 
1 606, ISl 

1 1, 282, 75S 
1 2, 568, 696 
1 1,609,837 

1 386, 554 
1 571,977 

Nov. 30, 1933 
16,701 
10, 966 
25, 864 
39, 675 
43, 768 
OS, 402 

,$91,520, 833 
43, 002,810 
29, 8,58, 861 
13, 322, 092 
7, 472, 963 

15, 777,791 
23, .S07, 575 
26, 988, 703 
39, 735, 551 

$70,940,840 
3,5, 165, 197 
24, 662, 901 
12, 6E0, 001 
7, 081,435 

10,626,173 
23, 605, 614 
26, 730, 511 
38, 835, 856 

$20, ,586, 098 
7, 927, 613 
5, 196, 900 

642, 001 
' 208, 472 
' 848,382 

391,961 
1, 262, 102 

899,695 

$3, 276, 630 
2, 396, 613 
1, 803, 204 
1, 148, 182 
1, 074, 286 
1, 720, 314 
2, 001, 708 
1, 637, 746 
1,471,672 

$17, 309, 36S 
5, 531,000 
3, 302, 006 
1 606, ISl 

1 1, 282, 75S 
1 2, 568, 696 
1 1,609,837 

1 386, 554 
1 571,977 

Nov . 30, 1934 . 

16,701 
10, 966 
25, 864 
39, 675 
43, 768 
OS, 402 

,$91,520, 833 
43, 002,810 
29, 8,58, 861 
13, 322, 092 
7, 472, 963 

15, 777,791 
23, .S07, 575 
26, 988, 703 
39, 735, 551 

$70,940,840 
3,5, 165, 197 
24, 662, 901 
12, 6E0, 001 
7, 081,435 

10,626,173 
23, 605, 614 
26, 730, 511 
38, 835, 856 

$20, ,586, 098 
7, 927, 613 
5, 196, 900 

642, 001 
' 208, 472 
' 848,382 

391,961 
1, 262, 102 

899,695 

$3, 276, 630 
2, 396, 613 
1, 803, 204 
1, 148, 182 
1, 074, 286 
1, 720, 314 
2, 001, 708 
1, 637, 746 
1,471,672 

$17, 309, 36S 
5, 531,000 
3, 302, 006 
1 606, ISl 

1 1, 282, 75S 
1 2, 568, 696 
1 1,609,837 

1 386, 554 
1 571,977 

Nov . 30, 1930 

16,701 
10, 966 
25, 864 
39, 675 
43, 768 
OS, 402 

,$91,520, 833 
43, 002,810 
29, 8,58, 861 
13, 322, 092 
7, 472, 963 

15, 777,791 
23, .S07, 575 
26, 988, 703 
39, 735, 551 

$70,940,840 
3,5, 165, 197 
24, 662, 901 
12, 6E0, 001 
7, 081,435 

10,626,173 
23, 605, 614 
26, 730, 511 
38, 835, 856 

$20, ,586, 098 
7, 927, 613 
5, 196, 900 

642, 001 
' 208, 472 
' 848,382 

391,961 
1, 262, 102 

899,695 

$3, 276, 630 
2, 396, 613 
1, 803, 204 
1, 148, 182 
1, 074, 286 
1, 720, 314 
2, 001, 708 
1, 637, 746 
1,471,672 

$17, 309, 36S 
5, 531,000 
3, 302, 006 
1 606, ISl 

1 1, 282, 75S 
1 2, 568, 696 
1 1,609,837 

1 386, 554 
1 571,977 Sept. 30, 1937 (10 months ) . . . 

16,701 
10, 966 
25, 864 
39, 675 
43, 768 
OS, 402 

,$91,520, 833 
43, 002,810 
29, 8,58, 861 
13, 322, 092 
7, 472, 963 

15, 777,791 
23, .S07, 575 
26, 988, 703 
39, 735, 551 

$70,940,840 
3,5, 165, 197 
24, 662, 901 
12, 6E0, 001 
7, 081,435 

10,626,173 
23, 605, 614 
26, 730, 511 
38, 835, 856 

$20, ,586, 098 
7, 927, 613 
5, 196, 900 

642, 001 
' 208, 472 
' 848,382 

391,961 
1, 262, 102 

899,695 

$3, 276, 630 
2, 396, 613 
1, 803, 204 
1, 148, 182 
1, 074, 286 
1, 720, 314 
2, 001, 708 
1, 637, 746 
1,471,672 

$17, 309, 36S 
5, 531,000 
3, 302, 006 
1 606, ISl 

1 1, 282, 75S 
1 2, 568, 696 
1 1,609,837 

1 386, 554 
1 571,977 

T o t a l . . . . . 

16,701 
10, 966 
25, 864 
39, 675 
43, 768 
OS, 402 

,$91,520, 833 
43, 002,810 
29, 8,58, 861 
13, 322, 092 
7, 472, 963 

15, 777,791 
23, .S07, 575 
26, 988, 703 
39, 735, 551 

$70,940,840 
3,5, 165, 197 
24, 662, 901 
12, 6E0, 001 
7, 081,435 

10,626,173 
23, 605, 614 
26, 730, 511 
38, 835, 856 

$20, ,586, 098 
7, 927, 613 
5, 196, 900 

642, 001 
' 208, 472 
' 848,382 

391,961 
1, 262, 102 

899,695 

$3, 276, 630 
2, 396, 613 
1, 803, 204 
1, 148, 182 
1, 074, 286 
1, 720, 314 
2, 001, 708 
1, 637, 746 
1,471,672 

$17, 309, 36S 
5, 531,000 
3, 302, 006 
1 606, ISl 

1 1, 282, 75S 
1 2, 568, 696 
1 1,609,837 

1 386, 554 
1 571,977 

T o t a l . . . . . 398,113 291, 074, nS4 265, 836, 578 35, S38, .506 16,530,446 19, 308, n61 

Per i ;n i t : 
1929 

291, 074, nS4 265, 836, 578 35, S38, .506 16,530,446 19, 308, n61 

Per i ;n i t : 
1929 849. 56 

873. 97 
836.01 
79 7 74 
682.15 
610. 25 
002. 33 
616. 63 
680. 91 

658. 48 
713. 19 
690. 53 
769. 30 
701. IS 
643. OS 
602. 45 
588. 02 
667. 76 

191,08 
160,78 
145.48 
38.44 

1 19. 03 
I 32. 82 

9.88 
28.61 
13. 15 

30.41 
48. 61 
60. 49 
08.75 
98. 06 
60. 64 
50.45 
37.42 
21. 51 

100, 67 
112.17 
94.99 

1 30. 31 
1 117. 09 

1 99. 36 
1 40. 57 

1 8. 81 
' 8.36 

1930 
849. 56 
873. 97 
836.01 
79 7 74 
682.15 
610. 25 
002. 33 
616. 63 
680. 91 

658. 48 
713. 19 
690. 53 
769. 30 
701. IS 
643. OS 
602. 45 
588. 02 
667. 76 

191,08 
160,78 
145.48 
38.44 

1 19. 03 
I 32. 82 

9.88 
28.61 
13. 15 

30.41 
48. 61 
60. 49 
08.75 
98. 06 
60. 64 
50.45 
37.42 
21. 51 

100, 67 
112.17 
94.99 

1 30. 31 
1 117. 09 

1 99. 36 
1 40. 57 

1 8. 81 
' 8.36 

1931 

849. 56 
873. 97 
836.01 
79 7 74 
682.15 
610. 25 
002. 33 
616. 63 
680. 91 

658. 48 
713. 19 
690. 53 
769. 30 
701. IS 
643. OS 
602. 45 
588. 02 
667. 76 

191,08 
160,78 
145.48 
38.44 

1 19. 03 
I 32. 82 

9.88 
28.61 
13. 15 

30.41 
48. 61 
60. 49 
08.75 
98. 06 
60. 64 
50.45 
37.42 
21. 51 

100, 67 
112.17 
94.99 

1 30. 31 
1 117. 09 

1 99. 36 
1 40. 57 

1 8. 81 
' 8.36 

1932 

849. 56 
873. 97 
836.01 
79 7 74 
682.15 
610. 25 
002. 33 
616. 63 
680. 91 

658. 48 
713. 19 
690. 53 
769. 30 
701. IS 
643. OS 
602. 45 
588. 02 
667. 76 

191,08 
160,78 
145.48 
38.44 

1 19. 03 
I 32. 82 

9.88 
28.61 
13. 15 

30.41 
48. 61 
60. 49 
08.75 
98. 06 
60. 64 
50.45 
37.42 
21. 51 

100, 67 
112.17 
94.99 

1 30. 31 
1 117. 09 

1 99. 36 
1 40. 57 

1 8. 81 
' 8.36 

1933 . 

849. 56 
873. 97 
836.01 
79 7 74 
682.15 
610. 25 
002. 33 
616. 63 
680. 91 

658. 48 
713. 19 
690. 53 
769. 30 
701. IS 
643. OS 
602. 45 
588. 02 
667. 76 

191,08 
160,78 
145.48 
38.44 

1 19. 03 
I 32. 82 

9.88 
28.61 
13. 15 

30.41 
48. 61 
60. 49 
08.75 
98. 06 
60. 64 
50.45 
37.42 
21. 51 

100, 67 
112.17 
94.99 

1 30. 31 
1 117. 09 

1 99. 36 
1 40. 57 

1 8. 81 
' 8.36 

1934... 

849. 56 
873. 97 
836.01 
79 7 74 
682.15 
610. 25 
002. 33 
616. 63 
680. 91 

658. 48 
713. 19 
690. 53 
769. 30 
701. IS 
643. OS 
602. 45 
588. 02 
667. 76 

191,08 
160,78 
145.48 
38.44 

1 19. 03 
I 32. 82 

9.88 
28.61 
13. 15 

30.41 
48. 61 
60. 49 
08.75 
98. 06 
60. 64 
50.45 
37.42 
21. 51 

100, 67 
112.17 
94.99 

1 30. 31 
1 117. 09 

1 99. 36 
1 40. 57 

1 8. 81 
' 8.36 

1035 

849. 56 
873. 97 
836.01 
79 7 74 
682.15 
610. 25 
002. 33 
616. 63 
680. 91 

658. 48 
713. 19 
690. 53 
769. 30 
701. IS 
643. OS 
602. 45 
588. 02 
667. 76 

191,08 
160,78 
145.48 
38.44 

1 19. 03 
I 32. 82 

9.88 
28.61 
13. 15 

30.41 
48. 61 
60. 49 
08.75 
98. 06 
60. 64 
50.45 
37.42 
21. 51 

100, 67 
112.17 
94.99 

1 30. 31 
1 117. 09 

1 99. 36 
1 40. 57 

1 8. 81 
' 8.36 

1930 

849. 56 
873. 97 
836.01 
79 7 74 
682.15 
610. 25 
002. 33 
616. 63 
680. 91 

658. 48 
713. 19 
690. 53 
769. 30 
701. IS 
643. OS 
602. 45 
588. 02 
667. 76 

191,08 
160,78 
145.48 
38.44 

1 19. 03 
I 32. 82 

9.88 
28.61 
13. 15 

30.41 
48. 61 
60. 49 
08.75 
98. 06 
60. 64 
50.45 
37.42 
21. 51 

100, 67 
112.17 
94.99 

1 30. 31 
1 117. 09 

1 99. 36 
1 40. 57 

1 8. 81 
' 8.36 1937 . 

849. 56 
873. 97 
836.01 
79 7 74 
682.15 
610. 25 
002. 33 
616. 63 
680. 91 

658. 48 
713. 19 
690. 53 
769. 30 
701. IS 
643. OS 
602. 45 
588. 02 
667. 76 

191,08 
160,78 
145.48 
38.44 

1 19. 03 
I 32. 82 

9.88 
28.61 
13. 15 

30.41 
48. 61 
60. 49 
08.75 
98. 06 
60. 64 
50.45 
37.42 
21. 51 

100, 67 
112.17 
94.99 

1 30. 31 
1 117. 09 

1 99. 36 
1 40. 57 

1 8. 81 
' 8.36 

T o t a l . . . . . . 

849. 56 
873. 97 
836.01 
79 7 74 
682.15 
610. 25 
002. 33 
616. 63 
680. 91 

658. 48 
713. 19 
690. 53 
769. 30 
701. IS 
643. OS 
602. 45 
588. 02 
667. 76 

191,08 
160,78 
145.48 
38.44 

1 19. 03 
I 32. 82 

9.88 
28.61 
13. 15 

30.41 
48. 61 
60. 49 
08.75 
98. 06 
60. 64 
50.45 
37.42 
21. 51 

100, 67 
112.17 
94.99 

1 30. 31 
1 117. 09 

1 99. 36 
1 40. 57 

1 8. 81 
' 8.36 

T o t a l . . . . . . 732.04 042. 02 90. 02 41,52 48. 60 732.04 042. 02 90. 02 41,52 48. 60 

1 Loss. 

Nash Motors Co. did not have available data for j^ears 1927 and 
1928, segregating sales between those made in the United States and 
Canada and those made for export to other countries. The total 
number of cars sold in both markets was 124,037 in 1927, and 137,819 
in 1928, making a total for the ll-year period, 1927 to 1937, of 697,784 
automobiles. 

The above avera.ges are for all models of cars. Part of the annual 
differences are due to the varying proportions of the higher- and 
lower-priced models sold. D"aring the depression years, the propor
tion of lower-priced cars increased. 

As shown bj- the foregoing table, the average sales realization per 
motor vehicle sold for 1929 was $849,56, with factory cost per unit 
of $658,48, and a gross profit of $191,08 per miit, with operating 
expenses amounting to $30.41 per car, and a realized net profit of 
$160.67 per car. For 1930, the average sales realization increased 
to $873.97, with an even greater increase in cost to $713.19 per auto-
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mobile, with a resulting decrease in gross profit to $160.78 compared 
to $191.08 for 1929, and an mcrease in operating expenses per unit to 
$48.61 with a resultiiiji net profit per unit decrease from $160.67 in 
1929, to $112.17 for 1930. The units sold declined from 107.735 for 
1929, to 49,307 for 1930. 

From 1931 to 1933, there was an annual decline in net profit per unit 
sold from a profit of $94.99 for 1931, to a loss of $117.09 per unit sold 
for 1933. This difference of $212.08 in the net profit per car during 
the period 1931 to 1933, is accounted for as follows: 
Reduction in average .sales price $153. 86 
Increased factory cost - 10. 65 
Increased operating expenses 47. 57 

Total 212.08 

A determhiing factor in the above result was the decline in units 
sold from 35,716 for 1931, to 10,955 for 1933, or a reduction of 69,33 
percent. This illustrates the importance of volume of sales. 

From 1933 to 1937, inclusive, tbe sales reahzation per unit decreased 
from $682.15, to $580.91, a decrease of $101.24 per unit; factory cost 
decreased $133,42; with general expenses declining from $98.06 for 
1933, to $21.51 for 1937, or a net declme of $76,55 per unit sold. 

The net profit on sales per unit for 1933, represented a loss of $117.09, 
and for the j-ear 1937 this loss per unit was reduced to a loss of $8,36 
per unit, representing a smaller loss for 1937 of $108.73 per unit sold 
over that of 1933, This reduction of loss of $108.73 is accounted for 
by the foUovmig items: 
Decrease in factory cost of sales, per unit $133. 42 
Decrease in operating expenses, per unit 76. 55 

Total 209. 97 
Less—Increase in. sales value per unit : 101. 24 

Total 108. 73 

During the period from 1933 to 1937, inclusive, the number of motor 
vehicles sold increased from 10,955 for 1933, to 68,402 for the year 
1937, a.n increase of 77,447, or an increase of 700,96 percent. 

The following statement shows the average net profit per car sold, 
sales realization, cost, gross profit, and general expenses, for the 
9-j'-ear period, 1929 to i937, inclusive. 
Net sales $732. 64 
Factory cost of goods sold 642. 62 

Gross profit on sales_. 90. 02 
General expenses 41. 52 

Net profit 48. SO 

In the 9-year period, 398,113 m.otorcars were sold in the United 
States and Canada, and 37,815 motor vehicles were sold for export to 
comitries other than Canada, wluch represented less than 9 percent of 
the total sales. The export business was approximately 10 percent 
of the total business, therefore, the trend of total operations would not 
be materiallj^ altered by exclusion of the export business from the 
totnl business. 

The fofiowmg comparative tabulation shows the average per unit 
net sales, factory cost of sales, gross profit on sales, general expense 
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and net profit for total sales; for the 9-year period, 1927 to 1937, in
clusive: 

All sales 

Units sold 435, 928 

Net sales (per unit) . . . $737. 35 
Factory cost of sales 644. 82 

G1-0.SS profit on sales 92. 53 
General expenses 42, 43 

Net profit 50. 10 

Statement for 21-year pjeriod of sales, profits, dividends, earn,ing& 
reinvested, and surplus balance.—The next table represents the net 
sales, net profit after taxes, cash and stock dividends on common 
stock, cash dividends on preferred stock, other additions to surplus 
(net), earnings reinvested in the business, and surplus balance at the 
end of each year, 1917 to 1937, inclusive. 

TABLE 93.—Nash Motors Co.-—Summary of net sales, profits, dividends, earnings, 
reinvested, and surplus balance, 1916 to 1937, -inclusive 

19171.. 
1918... 
1919... 
1020... 
1921... 
1922... 
1923... 
1924... 
1925... 
1926... 
1927... 
1928... 
1929... 
1930... 
1931... 
1932... 
1933... 
1034... 
1935... 
1936... 
1937... 

Total.. 

Net Sales 

761,795 
072,304 
764, 094 
185, 767 
OSO, 999 
237, 765 
590, 252 
283, 891 
821,137 
174, 856 
441,804 
745, 705 
576, 898 
864,016 
683, 304 
300,147 
929, 539 
,596,175 
728, S50 
S51, 901 
491, 02B 

1,134, 177, 908 

Net prof i t 
after 

Federal 
taxes 

$2, 677, 7S4 
7,031,386 
5,039,036 
7,007,471 
2, 220; 078 
7, 613, 246 
9, 280, 032 
9, 280, 541 

15, 063,840 
18,661,324 
24: OSS, 093 
21, 342, 642 
IS, 634, 302 
7, 618, 245 
4,860,979 
1, 022, 485 
2 816,323 

2 1,518. 147 
2 459, 588 

868.117 
532,408 

Cash 
dividends 

on common 
stock 

.$1,060,000 
832,000 
872,000 
873, 600 
873, 600 

1, 038, 000 
2, 730, 000 
4, 308, 000 
10, 920, 000 
13, Oil, 000 
16, 356, 000 
16, 350, 000 
13, 606, 900 
9, 453, 600 
3, 090, 200 
1, 984, 650 
1, 984, 6,50 
2, O'lO, 200 
2, 646, 724 

Cash 
diviriends 
on pre 
ferred 
stock 

S437, 500 
350,000 
330,000 
315, 000 
288, 760 
262, 500 

1,207,850 
1,103,263 
1,051,309 

140, 008 

Stock 
dividends 

ou common 
stock 

' 8550,000 

2 4, 202, 753 

$17,472,000 

12, 285, 000 

other 
additions 
lo surjjlus 

(uet j 

2 2,086,907 
231, 932 

2 296, 607 

Earnings 
reinvested 

in the 
business 

4, 005, 43S 
1, 456,943 
2 ,546,457 
2 644, 520 

60, 181 
3,303 

146, 123 
293,130 
175,417 
334, 668 
431,321 

214,818,141 

161,374,465 100,793,024 5,493,080 29,767 000 ,218,109,312 1,222,049 

I i I I 

690; 
,531, 
341, 
820, 
022, 
709, 
333, 
447, 
234, 
200, 
020, 
440, 
633, 
048. 
599, 
821, 
407, 
327, 
771, 
347 
,285, 

Surplus 
balance 

$1, 590, 284 
3, 121,670 
7, 779, 953 

13,.600; 424 
12, 578,'185 • 
10. 237, 263 
7,953. 778 

13, 401,050 
23, 636, .587 
23, 830, 441 
32, 857,188 
37, 297, 271 
38, 931, 053 
32, 882, 217 
28, 282,999 
25, 461, 407 
22, 953, ,564 
19, 626,184 
16, 865, 074 
15, 507, 782 
1, 222, 049 

1 Aug. 16, 1016, balance beginning .-Vug 16, 1010, lo Nov . 30, 1917. 
2 Deduction. 

As shown bv the table, for the 21-year period, the aggregate amount 
of sales was $1,134,177,906. During thafperiod a total of 1,160,323 
cars were sold. From these sales a net profit was realized, after pay
ment of current income taxes, amounting to $161,374,405. 

During the 21 j^ears, $112,286,104 were paid in dividends, 
$106,793,024 on the common stock and $5,493,080 on preferred, and 
two stock dividends tot i l i i ig $29,757,000 were declared. Federal 
income taxes aggregating $41,080,442 were provided for, and 
$1,222,049 remained in the surplus account of the Nash Motor Co. 
division of Nash-Kelvinator Corporation. The earnings retahied in 
the motor business aggregated $30,979,049, and m addition, $I5,507,7T82, 
representhig the surplus balance at the end of 1936,, was transferired 
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to Nash-Kelvinator Corporation as part of the "Nash Division 
investment" in the new corporation. 

Federal and State income-tax provisions, by years, are shown in 
the following table: 

TABLE 94.—-Federal and State income taxes, Aug. 16, 1916, to Sept. 30, 1937 

Year: Amnunt 
i929 3, 632, 90S 
1930 1, 549, 472 
1931 990, 211 
1932 
1933 
1934 
1935 
1936 40, 000 
1937 12.3, 000 

Total 41,080,442 

•year: Aniov,ni 
1917 $132, 580 
1918 769, 763 
1919 4, 144, 426 
1920 4,409,246 
1921 673, 981 
1922 1, 885, 195 
1923 2, 308, 008 
1924 1, 920, 296 
J925 3,956,919 
1926 5, 556, 321 
1927. 4, ,589, 976 
1928 4, 398, 140 

The balance of other deductions from surplus, amounting to 
$2,601,530, includes the following items: 

Additional reserve for Federal income tax. 
Reserve for bad debts. 
Premium on preferred stock retired. 
Provision for reserve for contingencies. 
Surplus acquired from Ajax Motors Co. 
Profit or loss on capital assets and capital stock. 
Adjust value of Treasury stock. 
Adjust value of investments. 
Losses on bank deposits, 
Good-svill, 
Adjustment of taxes. 
Adjustment of rebate reserve. 
Adjustment of guaranty reserve. 
Provision for roy.alty reserve. 
Write-off plant and property. 
Miscellaneous additions and deductions. 

-. Seaman Body Corporation.—Seaman Body Corporation was organ
ized for the purpose of assuring an adequate supply of closed auto
inobile bodies for the requirements of Nash Motors Co. Prior to 
1921 the corporation manufactured bodies for VeUe, Booth, Sterling, 
And motorcycle side cars, as well as the manufacture of Nash bodies. 
Beginning with 1921, the acti-vities 6f Seaman Body Corporation were 
devoted exclusively to the manufacture of bodies for the Nash Motor 
Co. _ _ 

Organization.-—Seaman Body Corporation was organized in 1919, 
by C. W. Nash, president, Nash Motors Co., and H. H. Seaman, 
Ii-ving Sieaman, Lauretta A. Seaman, and Kate D. Seaman, repre
senting the W. S. Seaman Co., through the acquisition of the assets 
and assumption of the liabilities of the W. S. Seaman Co., manufac
turers of motor-vehicle bodies. 
! The capitalization of the Seaman Body Corporation was 82,204 

shares, of capital stock, represented by 32,204 shares of preferred and 
5:0,000 shares of common stock with a par value of $82,204. For and 
in consideration of the sum of $255,031.44, paid in cash, the Nash 
Motors Co. received 50 percent of the capital, or 16,102 shares of 
preferred and 25,000 shares of the common stock, the interests of the 

S..;Seaman Co. receiving the remaining 50 percent of capitalization 
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in consideration of the net assets of the W. S. Seaman Co., which were 
acquired by Seaman Body Corporation. 

Balance sheet of July 31,1919.—There is presented herewith balance 
sheet of W. S, Seaman Corp., as of July 31, 1919: 
Assets: 

Land, buildings, machinery and equipment $165, 770 
Investments 400 
Cash 47, 270 
Accounts and notes receivable 105, 871 
United States securities 40, 355 
Inventories 405, 665 
Deferred charges 6, 129 

Total assets 771, 460 

Liabilities: 
Land contracts payable 55, 833 
Notes payable 368, 000 
Accounts payable 89, 710 
Accrued liabilities 50, 817 
Reserve for depreciation 20, 562 
Capital stock 60,000 
Surplus 126, 538 

Total liabilities 771, 460 

The principal items among the assets were "Inventories," of 
$405,665, and "Land, buildings, machinery and equipment," of 
$165,770. The largest item among the liabilities was "Notes payable," 
of $368,000. 

There is presented below a summai-y of the capital stock issued and 
capital surplus arising from acquisition of the net assets of W. S. 
Seaman Corp., as of August 1, 1919: 
Net assets taken over from W. S. Seaman Co $186, 638 
Cash paid by Nash Motors Go, for a one-half interest 255, 031 

Total 441, 569 
Deduct: 

Stock issued at par value: 
W. S. Seaman Co. stockholders: 

Preferred stock, 16,102 shares $16, 102 
Common stock, 25,000 shares 25, 000 

Total 41, 102 

Nash Motors Co.: 
Preferred stock, 16,102 shares 16, 102 
Common stock, 25,000 shares 25, 000 

Total 41, 102 
— 82, 204 

Paid-in surplus, Aug. 1, 1919_ - 359, 365 

The investment in Seaman Body Corporation by Nash Motors Co. 
and Seaman interests remained practically unchanged from organiza
tion in 1919, to July 16, 1936. At the latter date, the Nash Motors 
Co. purchased the remaining 50-percent equity from the Seaman in
terests for $1,950,883, which represented: 
16,102 shares of preferred stock at S15 per share $241, 530 
25,000 shares of common stock at $68.3741 per share I , 709, 363 

Total (41,102 shares)— - - - - - 1, 950, 883 
Original purchase, 1919 (41,102 shares) 255, 031 

Total investment, July 16, 1936 (82,204 shares) 2, 206, 914 
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On July 16, 1936, upon acqiusition by Nash Motors, Co. of the 
remaining 5()-percent equity, Seaman Bodj^ Corporation became a 
wholly owned subsidiary of Nash Motors Co., capital surplus was 
created through the acquisitions amounting to $575,094, as follows: 

Equity of BO percent in Seam.an Body Corporation, at July 16, 1936 

Equity in—• 
Preferred stock $16,102 
Common stock 25, 000 
Paid-in surplus 181, 806 
Earned surplus . . 2, 322, 447 

, Total equity, July 16, 1933 - 2, 545, 365 
Less purchase price, preferred and common stock 1, 950, 883 

594, 472 
Less premium payment on equity at Dec. 31, 1919 19, 378 

Capital surplus, July 16, 1936 575, 094 

In 1938, Nash-Kelvinator Corporation absorbed the Seaman Body 
Corp. by merger. 

As pre-viously stated, Nash Motors Co. was the holder of a 50-perce.nt 
equity in Seama.n Body Corporation prior to July 1936, at which time 
the remaining 50-percent equitj^ was acquired. This report will, 
therefore, be devoted principally to the consolidation of Nash Motors 
Co. and Seaman Body Corporation for the year 1937, which is tho 
only complete year of operation available from the date of the Seaman 
Body Corporation acquisition in 1936. 

Rates of return.—The consohdated rates of return for Nash Motors-
Di-vision of Nash-Kelvinator Corporation and subsidiary. Seaman 
Body Corporation, for the j'̂ ear 1937, is indicated by the following-
tabulation: 

Total 
investment 

Investment— 
motor-vehicle 

business 

Avera?;e investment.. . . . . . . . . . . 828, 989, 252 
701,144 

1 3. 15 

$12, 709, 967 
419, 584 

1 3.95 
Profit . . . . . . . 

828, 989, 252 
701,144 

1 3. 15 

$12, 709, 967 
419, 584 

1 3.95 Rale of return (percent) . . . . . . . . . . . - . . . 

828, 989, 252 
701,144 

1 3. 15 

$12, 709, 967 
419, 584 

1 3.95 

828, 989, 252 
701,144 

1 3. 15 

$12, 709, 967 
419, 584 

1 3.95 

' The .amount of profit shovrn above represenlcd a 10-nionth' period, Nov. 30, 19E0, to Sept. 30,1937, ac
counted for by the change of closin.s date ol fiscal year, therefore, the rale of returu has been adjusted to an 
annual basis by the addition of one-fifth to the profits. 

The total investment consists of the capital stock, surplus, reserve 
for contingencies, and reserve for Federal and State income taxes, 
less appreciation and goodwill of the Nash Division of the present 
corporation. The investment in the motor-veliicle business repre
sents the total investment, less outside investments, which consisted 
of LTnited States Government securities, other investments, and idle 
property. 

The profits used in computing the rate of return on the investment 
in mo tor-vehicle business represent the net profit on sales plus other 
income, the profits applicable to total investment includes the fore
going profits on the motor-vehicle business, plus net income on out
side investments. The net profits applicable to each basis are before 
deduction of Federal and State income taxes. 
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Balance sheets for 1936 and 1937.—There is presented hereafter, 
a comparative consolidated balance sheet as of November 30, 1936, 
and September 30, 1937, of Nash Motors Co. and subsidiary. Seaman 
Body Corporation. As already stated, Kelvinator Corporation was 
merged with Nash Motors Co. in January 1937, to form a new cor
poration named Nash-Kelvinator Corporation. Therefore, the capi
tal stock for 1937 is included as a part of Nash Division investment. 

TABLE 95,— Nash Motors Co, and subsidiary. Seaman Body Corporation—Co7n-
parative consolidated balance sheet as of Nov. SO, 1936, and Sept. 30, 1937 

Current assets: 
Cash 
Accounts receivable 
.Accrued interest receivable. 
Inventories 

Total current a,sscts 
Prepaid and defcsrrcd expenses. 

Investments: 
1). ,S. Government securities... 
Investnients in affiliated compr 
Other investments.. 
Treo.sury stock 

Total investments.. 

Real estate, plant, and equipment. 
Goodv,'ill 

Total assets. 

Current liabilities: 
Accounts payable-
Accrued expense... 

Total current liabilities.. 

Reserves: 
Depreciation 
Bad debts . : 
Federal and State iucome ta.tes. 
Conlingcneies 
Sundry 

Total reserves 
Capital stock: Common stock. 

Surplus: 
Earned surplus.. 
Capital surplus.. 

Total surplus 
Nash Division investment 

Total liabilities.. 

1937 

$3, 788,170 
1, 466. ,590 
197; 303 

5, 620, 230 

$1, 873, 545 
444,100 
5. 416 

11, 419, 578 

11,072, 362 
650, 506 

13, 742, 645 
544-, 209 

18, 985, 734 
779, 398 
304, 805 

1,486,787 

10,006. 726 
954, 919 
278, 079 
427,812 

21,555, 724 11, 6(5,8, 4,15 

13, 212, 867 
1 

12, 564, 827 
1 

46, 401,460 38, .520,117 

3,481,162 
284, 431 

5, 245, 206 
133, 493 

3, 76,5, 583 5, 378, 099 

8, 446, 742 
18, 010 
40, 000 

1, 000, 000 
2S6, 294 

6, 315, 505 
18, 010 
147, 360 

1, 000, 000 
362, 626 

9, 791,046 
13, SS7, 000 

7, 830, 391 

17, 030,908 
1,416, 923 

10, 047,831 

3, 485, 422 
677,014 

4, 062. 436 
21. 242, ,591 

46, 191, 460 ,33, ,520,117 

Income and expenses,—.A consolidated income statement of Nash 
Motors Division of Nash-Kelvinator Corporation and subsidiai-j^ 
Seaman Body Corporation for 10 months, ended September 30, 
1937, is presented herewith: 
Net sfiles $44, 795, 122 
Factory cost of sales 42, 853, 193 

Gro.5s profit on sales 1, 941, 929 
Selling, advei'tising, and administrative expenses 1, 742, 121 

Net profit on sales 199, 808 
1712;3;j—39 -48 
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Other income (net) . - _ $219, 776 

Net profit applicable to motor-vehicle business 419, 584 
Net income from outside invisstments 341, 560 

Net profit applicable to total business 761, 144 
Provision for Federal and State income taxes 147, 350 

Net income 613, 794 

The foregoing statement shows the net income from motor-vehicle 
business, the net income from total operations, as used in computing 
the rates of return as previously described. The net income from 
motor-vehicle business represents the net profit on sales, plus other 
income (net). The net income from total operations represents the 
foregoing plus net income from outside investments. The net income 
on each of the foregoing bases is before deducting provisions for 
Federal and State income taxes. 

The amount of other net income of $219,776, as shown by the fore
going statement, consists principally of discoimt earned. Net income 
from outside investments consists prmcipalty of interest received on 
United States securities. 

The tabulation presented herewith shows a summary of income 
and expenses of Seaman Body Corporation for the ll-year period, 
1927 to 1937, inclusive: 
Net sales - 8140,598,746 
Factory cost of sales 133, 186, 738 

Gross profit from sales 7, 412, 008 
Administrative and general expense 1, 503, 583 

Net profit from sales - 5, 908, 425 
Other income (net) 1,278,818 

Net profit applicable to motor-vehicle business 7, 187, 243 
Net income from outside investments 697, 120 

Net profit applicable to total business 7, 884, 363 
Provision for Federal and State income taxes 1, 446, 306 

Net income 6, 438, 057 

By reference to the section of this report relative to "organization," 
it will be noted that the total capital investment of Seaman Body 
Corporation in 1919, at organization, was $82,204, which consisted 
of 32,204 shares of preferred stock and 50,000 shares of common, with 
$1 par value of each class; of this amount of stock issued, Nash Motors 
Co, purchased one-half, or 16,102 shares of preferred, and 25,000 shares 
of common, a par value of $41,104 for $255,031, Interests of W. S. 
Seaman Corp. (the predecessor companj^) received a like amount of 
stock and gave in payment therefor the net assets of tbe predecessor 
companj'-, amounting to $186,538. From the hivestment of $441,569, 
capital stock issues of $82,204 were deducted, thus creating a paid-in 
surplus of $359,365. 

During the period from 1927 to 1937, inclusive. Seaman Body 
Corporation paid cash dividends on preferred stock in amount of 
$349,378, and the amount of payment applicable to common stock 
for the same period was $6,077,500, or a total of $6,426,878 for the 
ll-year period. 
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The tabulation next presented shows tbe amount of dividends paid 

to Nash Motors Co. and to the Seaman interests during the period, 
1927 to 1935, inclusive, while.jointly controlled and preceding total 
acquisition b j ' Nash Motors Co. 

Year 

Nash Motors Co. Seaman Interests To ta l 

Year 

Preferred Common Preferred Common Preferred Common 

1927.. 
1928 
1929 
1930 
1931 
1932 
1933 
1934.... 
1935 

Annua l average. 

$16,102 
16,102 
16,102 
16,102 
16,102 
16,102 
10,102 
16,102 
16,102 

$500,000 
600,000 
600,000 
500,000 
360,000 
125. 000 
100. 000 
100,000 
100,000 

$16,437 
16, 502 
16, 502 
16, 602 
16, 602 
16, 302 
16, 602 
16, 502 
16,162 

$600,000 
600, 000 
600, 000 
500, 000 
360,000 
12,5,000 
100,000 
100,000 
100,000 

$32, 539 
32, 604 
32,604 
32, 604 
32, 604 
32, 604 
32, 604 
32, 604 
32,254 

Sl, 000,OOO 
1,200,000 
1,200,000 
1, OOO, OOO 

700,000 
250, OOO 
200, 000 
200, 000 
200,000 

1927.. 
1928 
1929 
1930 
1931 
1932 
1933 
1934.... 
1935 

Annua l average. 16,102 330,555 16,456 330,565 32, 558 061, no 

Average annual capital stock issued to Nash Motors Co,, for the 
period, 1927 to 1935, inclusive, amounted to $16,102 of preferred and 
$25,000 common, and by reference to the foregoing tabulation i t will 
be shown that for the period referred to, the average dividend pay
ments received by Nash Motors Co. amounted to 100 percent on pre
ferred and 1,322.2 percent on common stock. The ratio of dividend 
payments to the Seaman interests was the same as that of Nash Motors 
above referred to. 

Dividend paj'ments for 1936, amounting to $124,153 were paid to 
Nash Motors Co, a.nd Seaman interests proportionately to July 1936, 
when Nash Co. acquired the remaining equity in the corporation. 
Dividend payments for 1937 were made to the-Nash Motors Division 
of Nash-Kelvinator Corporation, amounting to $32,204 on preferred 
stock of $32,204 and $27,500 applicable to comrnon stock of $50,000, 
or a ratio of 100 percent and 55 percent, respectively. 

SECTION 4. PACKARD MOTOR CAR CO. 

Introduction,—Packard Motor Car Co. has been one of the more 
important "independent" motor-vehicle manufacturers during the 
past 35 j-ears. Its production of motor veliicles increased from 250 
units in 1904, to a maximum of 106,428 units in 1937. I n the latter 
year, 1937, Packard sold 2.72 percent of the Nation's total output of 
passenger motor vehicles. During the depression, Packard was forced 
to curtail its production sharply, and i t lost both in number of units 
and in its percentage of the national total. I n 1934, Packard sold 
only 6,427 motor vehicles, the lowest total since 1920. Two lower-
priced models, namelj'', the 120, and the 115, were put on the market 
in 1935, and 1936, respectivelj-. During 1938, the registrations of 
new Packard passenger cars totaled 49,163, or 2.6 percent of the 
Nation's total. From 1904 to December 31, 1938, Packard.produced 
approximately 720,000 motor vehicles, including 43,484 trucks, pro
duced from 1909 through 1923. Thus Packard_Motor Car Co. has 
produced about 1 percent of the total motor vehicles produced in the 
United States from 1900 to 1938. 

Early interest -of Packard brothers i n automotive industry.—In the 
early stages of the automotive mdustry in the United States, two 
brothers, J, W. and W. D. Packard were operating a successful electric 
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business at "Warren, Ohio, ma.king electric lamps and other electrical 
equipment. As earlj' as 1893, thej^ conceived the idea of building a 
horseless carriage and drawings were made for a carriage to be built 
at tbe electric shop. The mdustrial depression of 1893 intervened 
and the project was dropped for the tim.e. 
• I n 1898, J. W. Packard made a trip to France and saw there what 
was then one of Europe's best horseless carriages—"a queer contrap
tion on three wheels but with an abilitj'- to keep going, sometimes for 
as much as a half mile without a stop." One of these was purchased 
and brought back to Warren and there the brothers experimented 
with i t for weeks and finally were able to keep i t running for miles 
without stopping, 

• Later, J. W. Packard, hearing that Alexander Winton, of Cleveland, 
had made a "horseless carriage" which operated rather successfully, 
hurried to Cleveland to buy one. During the trip back he believed 
he saw many waj'-s by which improvements could be made and further 
experimenting strengthened his belief that he could build a better one. 
I t took months to build this car. On November 6, 1899, the machine, 
of one-cylinder type, was finished. I t ran, climbed hills, and pulled 
through sand and mud. 

The Packards were aided in the building of their first machine by 
George L . Weiss of Cleveland, who was one of the organizers of the 
Winton Co., and by W. A. Hatcher, who had been the Winton shop 
superintendent. So successful did the first Packard car work that 
plans were made to manufacture others, 

Packard & Weiss Partnership.—A partnerslup was formed with 
Weiss on December 30, 1899, and, work was started on a second car, 
the first sale of the new company occurred January 3, 1900, when the 
first vehicle sold for $1,250. 

Ohio Automohile Co.—Operations as a partnerslfip were of short 
duration. On September 10, 1900, the Ohio Automobile Co. was 
incorporated in the State of West Virginia for the purpose of continuing 
the manufacture of automobiles at Warren, Ohio. The companj^ 
started operations bj- purchase of some propertj'- from the Packard 
Electric Co, and some maclunery from the New York & Ohio Co., 
and in addition, i t took over and assumed all the business credits 
and obligations of the firm of Packard & Weiss, 

Organization.—As stated in the articles of incorporation, the pur
poses of formhig the corporation were those of manufacturing, build
ing, repairing, purchasing, leasing, and renting automobiles; of manu
facturing, building, repairing,, purchasing, renting, and leasing auto
mobhe machinery, supplies, and fixtures and of manufacturing gener
ally all such things as may be requisite and necessary to the con
venient cari-jdng on and prosecution of said business for profit. Its 
place of business was Warren, Ohio. 

The original capital stock authorized was $500,000, of wliich 
$100,000 was subscribed and $10,000 was paid in at orgamzation. 
The incorporators and the amount of stock paid in by each were as 
follows: 
James W. Packard, 33 shares $3, 300 
W. D. Packard, 33 shares 3, 300 
George L. Weiss, 32 shares • , 3, 200 
James P. Gilbert, 1 share 100 
W. A. Hatcher, 1 share '_ 100 

Total, 100 shares 10, 000 



REPORT ON MOTOR VEHICLE INDUSTRY 733 

A t the first meeting of incorporators, who were also stockholders 
of the company, held on October 24, 1900, the following directors 
were elected: James W. Packard, W. D. Packard, George L . Weiss, 
James P. Gilbert, W. A. Hatcher. 

The first meeting of directors was held on the same daj'- and at 
this meeting the following officers were elected: James W. Packard, 
president and general manager; George L, Weiss, \'ice president; 
W. D. Packard, secretary ancl treasurer. 

Introduction of Detroit capital.—It was about 1901 that a sales 
place was opened for Packard horseless carriages by the firm of Adams 
& McMurtry in New York, which city was, to a large extent, the market 
place for the new industrj'. Because of this, i t was there that Henry 
B. Joj7 of Detroit, accompanied by his brother-in-law, Truman H . 
Newberry, went to shop for one. 

Mr . Joy liimself was mechanically inclined. He had for some time 
owned a motorboat -with a gasohne motor and in a verj^ small way 
bad manufactured gasoline motors for boats. Ignition and carbura-
tion were the problems of the day and Mr . Joy had met the ignition 
problem largely by fa.shioning a spark plug from a bit of mica obtained 
from the plant of the Miciiigan Stove Co. 

Messrs. Joy and Newberry were looldng for a machine that would 
start without trouble. The performance of two Packard-made 
machines parked in front of the Adams & McMurtry sales room 
attracted their attention. As fu-e apparatus passed up the street, 
the drivers of the two machines, in their desire to follow, operated the 
starting cranks at the sides and the engines responded immediately. 
Henry B. Joy bought one of the Packard "horseless carriages," 
Later he invested $25,000 in the Packard brothers' company, then 
known as the Oluo Automobile Co. 

J. W. Packard confided to Henrj'- B Joy his belief that i t would be 
possible to buUd and sell 200 carriages m a single year, but i t was 
agreed that a new plant of much greater size and also additional 
financing would be required. Messrs, Joy and Newberry proceeded 
to interest other Packard o-̂ vners a.nd personal friends in Detroit in 
the possibilities of manufactming a high-class type of car with Detroit 
the center of the new automotive project, with the result that a 
number of them agreed to become investors in the company and to 
build an adequate plant at Detroit. 

Packard Adotor Car Co. {W. Ua.).—On October 2, 1902, the directors 
of the old Ohio Automobile Co. voted to increase the authorized 
capital stock to $500,000 to pro-vide shares to be issued to the Detroit 
investors. At the same time the name of the company was cha.nged 
from Ohio Automobile Co. to Packard Motor Car Co. 

The board of directors, at a meeting on October 24, 1902, authorized 
the sale of 2,500 shares aggregating $250,000 to those Detroit investors 
who had been interested in the company through the efforts of Mr. 
Joy and Mr. Newberry. The subscribers for this block of stock 
were as foHows: Shares 
Henry S, Joy 250 
Frederick M. Alger 250 
Truman H. Ne-5vberry 250 
Russell Alger, Jr 250 
Joseph Boyer 250 
John S, Newberrv 250 
Philip H. McMillan . 500 

Wf.-. 
i ^ ll • ,• 
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Sliares 

RusseU A. Alger, Jr 250 
Richard P. Joy 100 
C. A. DuCharme - 100 
D. M. Ferry, Jr 50 

Total 2, 500 

With the design still in process for the car which was to be built 
at the new Detroit factory, a reorganization of the old Olno Automo
bile Co, was completed. This reorganization contemplated no change 
in the corporate structure of the companj'' other than the change in 
name and the issuance of additional stock to provide shares for the 
Detroit investors. I t was, however, a complete reorganization of the 
management of the company through inclusion of the Detroit inves
tors. The Packard brothers remained at Warren administering the 
afi'airs of Packard Electric Co. J. W. Packard assumed the presi
dency of the new company though he left the active management to 
the Detroit men after the factory had been moved to Detroit. Henry 
B, Joy, as general manager, was the directing head of the new com-
panjT^. 

The first stockholders' meeting after reorganization was held on 
Januarj- 29, 1903, at which meeting the following- directors were 
elected": J. W. Packard, Russell A. Alger, Jr., Philip H, McMillan, 
Joseph Boj^er, W, D. Packard, Truman H. Newberry, Henry B. Joy, 
and S. D. Waldon. I t may be noted that all of the above, w-ith the 
exception of the Packard brothers and S. D. Waldon, represented the 
new Detroit capital. 

Stockholders at the date nearest reorganization for which data were 
available, August 10, 1903, the number of shares held by each and the 
percent of control exercised, were as foUows: 

Shares 

Percent 
control 

before re
organiza

tion 

Percent 
control 
afler ro-
organlia-

lion 

Incorporators; 
J. W. Packard 609 

264 
300 

40,6 
17.6 
20.0 

15.23 
0. 60 
7, 60 

W. D. Packard 
609 
264 
300 

40,6 
17.6 
20.0 

15.23 
0. 60 
7, 60 George,L. Weiss . . . 

609 
264 
300 

40,6 
17.6 
20.0 

15.23 
0. 60 
7, 60 

Total 

609 
264 
300 

40,6 
17.6 
20.0 

15.23 
0. 60 
7, 60 

Total 1,173 
50 
40 

78.2 
,3,3 
2.7 

20, 33 
1. 25 
1.00 

W. A, Hatcher . . 
1,173 

50 
40 

78.2 
,3,3 
2.7 

20, 33 
1. 25 
1.00 James P, Gilherfc. . . . . . 

1,173 
50 
40 

78.2 
,3,3 
2.7 

20, 33 
1. 25 
1.00 

Total held by incorporators . . . . . . . . . . . . . 

Others: 
J. W. Peale. 

1,173 
50 
40 

78.2 
,3,3 
2.7 

20, 33 
1. 25 
1.00 

Total held by incorporators . . . . . . . . . . . . . 

Others: 
J. W. Peale. 

1, 263 84.2 31.58 Total held by incorporators . . . . . . . . . . . . . 

Others: 
J. W. Peale. 93 

50 
41 
26 
17 
4 
4 
2 
1 

237 

August Veehte. . . . 
93 
50 
41 
26 
17 
4 
4 
2 
1 

237 

Rembrandt Peale . . 

93 
50 
41 
26 
17 
4 
4 
2 
1 

237 

E. E. Gorton . . . . . 

93 
50 
41 
26 
17 
4 
4 
2 
1 

237 

J. W. Spangleberg... . . 

93 
50 
41 
26 
17 
4 
4 
2 
1 

237 

Mary E. Packard... . . _. 

93 
50 
41 
26 
17 
4 
4 
2 
1 

237 

Olive Packard . . . . . . . . 

93 
50 
41 
26 
17 
4 
4 
2 
1 

237 

Carlotta Packard . . . . . . . . 

93 
50 
41 
26 
17 
4 
4 
2 
1 

237 

S. D. Waldon . 

93 
50 
41 
26 
17 
4 
4 
2 
1 

237 Total held by others . 

93 
50 
41 
26 
17 
4 
4 
2 
1 

237 16.8 5.92 

93 
50 
41 
26 
17 
4 
4 
2 
1 

237 16.8 5.92 

1, ,500 100.0 37. 50 
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Shares 

Percent 
control 

before re
organiza

t ion 

Percent 
control 
afler re

organiza
tion 

Det ro i t capital: 
Russell A . Mger, Jr 
Ph i l i p H . M c M i l l a n 
Henry B . Joy 
Frederick M . Alger 
T ruman H . Newberry 
John S. Newberry 
Joseph Boyer 
C. A . DuCharme 
Richard P. Joy 

D . M . Ferry, J r . 

Introduced through reorganization 

To ta l after reorganization 

500 
600 
250 
250 
250 
250 
250 
100 
100 

50 

2, 500 

4,000 

12. 50 
12.50 
0. 26 
6. 25 
6.25 
6. 26 
6. 25 
2.60 
2.60 
1.25 

02. 60 

100. 00 

Thus i t ma,ĵ  be noted from the foregoing tabulation that, with the 
introduction of Detroit capital, control of the companj^ passed to that 
group. Prior to this, J. W. and W'. D, Packard and George L . Weiss, 
the three men who had furnished the mechanical abilitj^ reciuisite to 
the purpose at hand, owned a direct control in the company aggre
gating 78.2 percent. With the introduction of Detroit capital, the 
interest of these three was reduced to 29.33 percent while a 62.5 
percent interest in the reorganized companj'' iiassed to the Detroit 
investors. 

Prior to reorganization, J. W. Packard individuallj'- held 40,6 
percent of the capital stock of the companj?-, but upon reorganization 
his proportion was reduced to 15,23 percent, though he still remahied 
the largest single stockholder. 

As a measurement of the size of the Packard Motor Car Co. (West 
Virginia) approximate^ one j'̂ ear after its expansion and commence
ment of operations in Detroit, there is jDresented below a bala.nce sheet 
of the company as of October 1, 1903. 

Condensed balance sheet as of Oct. 1, 1903 

ASSETS 
Cash ,$16, 501, 57 
Accounts receivable 62, 056. 82 
Advances 2, 750. 00 
Inventories 136, 172. 85 
Plant 254, 694. 59 
Investments 53, 759, 28 
Development 61, 664. 21 

L I A B I L I T I E S 

Accounts payable $110, 896, 26 
Bills payable 60, 000, 00 
Reserves . 182. 50 
Capital stock 400,000.00 
Surplus 16, 520. 56 

Total liabilities- 587, 599. 32 Total assets 587, 599. 32 

The above balance sheet shows that the companjr was still com
paratively small and had accumulated verj^ little surplus or worldng 
capital and that practical^ its entire investment resulted from funds 
paid in for capital stock issued. I t was, therefore, at this point 
that a bond issue of $250,000 was floated to pro-vicle funds for 
completing the Detroit plant and for working capital. 

The Packard Motor Car Co. (West Vhginia) was largely a family 
affair. The McMillan, Alger, Newberrj'-, and Joy families were tbe 
principal owners and, to a large extent, directed the compa.ny. A l l 
four families were closely related either b j ' busmess or blood ties. 
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These names remained long in the reorganized Packard Motor Car 
Co. (Michigan) though only the McMillan and Newberry names 
appear in the directorate of the reorganized companj' and amongst 
holders of 1 percent or more of its stock at the end of 1937. 

As a first step in expansion of the company, plans were made to con
struct a factory at Detroit. A farm of 40 a.cres far from the center of 
the city of Detroit, a citj'- of 285,000 population at that time, was ob
tained for considerabty less than $1,000 an acre. Five acres were 
deemed sufficient for the factory and, for a reserve of vacant land that 
would care for any possible future needs, it was agreed that the 35 
acres might be held and sold later and possibly at a profit. I t is of 
interest to note here that in 1937 the factory properties covered 
approximate^ 78 acres and 3,900,000 feet of floor space. 

Upon completion of the new factory in 1903, all of the works at 
Warren were transferred to Detroit as were all but one or two of the 
men who made up the Warren paj- roll. 

Some time before, J, W. Packard and Mr, Joy had met Charles 
Schmidt, former superintendent of the Mors factorj^ in France, Mr. 
Schmidt went to Warren to aid in the design of a new car to replace the 
single cjdinder Packards made up to that time. A four-cjdinder car 
called model " K " was produced. I t proved entirely too complicated 
and too expensive, as i t was necessary to price it at $7,500, Wliile 
model " K " proved impracticable, a number of important innovations 
were made. The j^rincipal one v,-as that of placing the transmission 
on the rear axle. 

The first year of the new companj^ produced a loss of $200,000 on a 
production of 200 cars. The model " L " car was the first built at the 
new Detroit factorJ^ When i t was finally introduced to the public, it 
represented a big departure in appearance from the Packards that had 
been produced up to that time. In the second ĵ ear of operation, 481 
cars were produced and a profit was realized. Thereafter, the number 
of cars produced increased with each succeeding j^ear. The number of 
units produced in each of the j'-ears of existence of the original Packard 
Co. was: 
Year: 

1903- 4_ 
1904- 5-
1905- 6-

Units 
192 
481 
768 

Year: Units 
1906- 7 1, 188 
1907- 8 1,470 
1908- 9 2 699 

Capital stock autho-rized.—At organization of Oliio Automobile Co., 
5,000 shares of stock of par value $500,000 were authorized for issu
ance, of which $100,000 was issued. The successive changes in the 
sha.res authorized for the Ohio Automobile Co. ancl its successor by 
change of name, the Packard Motor Car Co. (West Virginia), were: 
On April 15, 1901, the shares were reduced to 2,500; on October 24, 
1902, they were increased to 5,000; on November 2, 1903, to 6,500; on 
November 6, 1906, to 10,000; on July 8, 1907, to 15,000; on Jmie 8, 
1908, to 15,500; and on August 12, 1908, to 30,500, aU of par value 
$100. 

Capital stock issued.—Each increase in authorization, commencing 
with the restoration of the authorization to 5,000 shares, was accom
panied by issuance of stock sufficient to absorb the entire increase. 
A summary statement of the issuances of common stock, the one class 
of stock outstanding, from organization of Oliio Automobile Co. to 
August 31, 1909, when the company was reorganized and recapitalized 
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follows. This statement classifies the stock issues by their nature and 
shows the percentage of the final stock outstanding and of the aggre
gate amount of increase accounted for by each such classification. 

Item Stock 
issued 

Percent of 
aggregate 

stock 

Percent of 
aggiegale 
increase 

Paid in by Ohio Automobile Co . . . . $160, 000 
250, 000 
125, OOO 

4,9 
8.2 
4.1 

Paid in by Detroit investors.. _ . . 
$160, 000 
250, 000 
125, OOO 

4,9 
8.2 
4.1 

8.6 
4.3 Paid in by executives . . . 

$160, 000 
250, 000 
125, OOO 

4,9 
8.2 
4.1 

8.6 
4.3 

Total cash paid in . 

$160, 000 
250, 000 
125, OOO 

4,9 
8.2 
4.1 

8.6 
4.3 

Total cash paid in . 525, 000 
250, 000 

2, 275, 000 

17.2 
8.2 

74.6 

12.9 
8.6 

78.6 
Bonus stock... _ . . . .„ . . 

525, 000 
250, 000 

2, 275, 000 

17.2 
8.2 

74.6 

12.9 
8.6 

78.6 Stock dividends . 

525, 000 
250, 000 

2, 275, 000 

17.2 
8.2 

74.6 

12.9 
8.6 

78.6 

Total stock outstanding Aug. 31, 1009 

525, 000 
250, 000 

2, 275, 000 

17.2 
8.2 

74.6 

12.9 
8.6 

78.6 

Total stock outstanding Aug. 31, 1009 3, 050, 000 • 100.0 100.0 

From tive foregohig statement i t may be noted that of the aggre
gate stock issued but 17.2 percent was paid in in cash, wlule 8.2 per
cent is represented bj" bonus stock and 74.6 percent results from stock 
dividends. Of the aggregate hicrease over that paid in to Ohio Auto
mobile Co., only 12.9 percent was paid in in cash wliile 8.6 percent is 
represented bj'- bonus stock and 78.5 percent by stock dividends. 

Stock allotted to executives,—Options to purchase stock were granted 
to selected executives on thi-ee occasions, naiiielv, December 15, 190G, 
$25,000; July 8, 1907, $50,000; and August 12̂  1908, $50,000, The 
executives to whom such allotments were made had the right to pur
chase the stock allotted to them at par at the expiration of 5 j^ears 
from date of allotment if still with the company. The stock was to 
be held in trust for the 5 j'-ears during which period the allottee was 
to receive all dividends, but, on leaving the service, lus rights to the 
stock ceased. 

Bo-nus stock.—At a meeting on October 8, 1903, approximatelj' 1 
year after the introduction of Detroit capital, the stockholders recom
mended execution of a mortgage to secm-e an issue of 5-j^ear 5-perceiit 
bonds in a.mount of $250,000, the proceeds from wliich were to be used 
in completing the Detroit factory and for working capital. 

A proposition to purchase the enthe $250,000 issue of bonds on 
condition that the companj'- pay to them $250,000 in treasury stock 
of the company was made by a syndicate of stockholders. Over the 
objection of one of the larger stockholders that the amount of stock 
asked for was excessive, the bonds were authorized a.nd were issued, 
together with the $250,000 stock. The bonds were fullj '- paid when 
due on October 12, 1908. I t should be noted that at the time of issu
ance of tliis additional stock there was only $400,000 stock outstanding 
so that the issuance of $250,000 represented a bonus amounting to 
62.5 percent of the aggregate stock outstanding before pa.jmient of 
the bonus, and represented an amount ec[ual to 38.5 percent of the 
aggregate stock outstanding after issuance of the bonus stcfck. 

The following groups of stockholders formed the underwa-iting syn
dicate and received the stock bonus: 

Truman H. Newberry, 
.loliJi S. Newberry. 
Henrj' B. Joy. 
Jarnes W. Packard, 
Rieh.'ird P. Jo.y. 
Joseph Boyer, 

Russell A. Alger, Jr. 
Frederick M. Ala;er. 
Philip H. McMillan, 
C. A. DuCharme. 
D. M. Ferrv, .Ir. 
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Stock dividends.—Stock dividends were paid on three occasions, as 
follows: 
1906, Dec. 16, 50 percent on ,$650,000 $325, 000 
1907, July 8, 45 percent on $1,000,000 450, 000 
1908, Aug. 12, 100 percent on ,$1,500,000 1, 500, 000 

Total stock dividends 2, 275, 000 

Thus, 74.6 percent of the stock outstanding at reorganization of tbe 
company on August 31, 1909, is accounted for through issuance of 
stock dividends. 

Packard Motor Car Co. {Michigan).—On August 31, 1909, Packard 
Motor Car Co. (West Virghiia) sold its busmess to Packard Motor 
Car Co, (Michigan), a corporation organized in the State of Michigan 
for the purpose of succeeding the West Vhginia company. 

The action of the stockholders in this matter is set forth in the 
following excerpt from the minutes of their meeting on August 16, 
1909: 

Resolved, That this company do sell and transfer, subject to all its debts and 
liabilities (except a liability to option holders of this company's stock to the amount 
of $30,000) to the Packard Motor Car Co., a Michigan corporation, all the assets 
of every name and nature which may be owned by it on the Slst day of August 
1909, including cash and goodwill, for the sum of $10,000,000 payable in the total 
capital stock of , said Michigan corporation of the par value of $10,000,000; 
$5,000,000 thereof being 7 percent cumulative preferred and $5,000,000 thereof 
being common stock. 

The original plan provided for absorption of the entire new issue in 
exchange for the old stock and by its operation the ratio of exchange 
would have been 1,639 new shares for each 1 old share. This was 
later changed and 1.6 shares of preferred and 1.6 shares of common 
stock of the new company were given for each 1 share of stock of the 
old companj^. Through this revised plan, 97,6 percent, or 48,806 
shares (including 6 additional shares to convert fractions), was issued 
in excha.nge for the old stock. The remaining 2,4 percent, or 1,194 
shares, was issued to Philip H . McMillan as trustee, for use in stock 
allotments to employees. 

_ As of August 31, i909, the Packard Motor Car Co, (West Virginia) 
discontinued business as a corporation and surrendered to the State 
of West Virghiia its charter and corporate franchises. 

Organization.—Packard Motor Car Co. (Michigan) was incorpo
rated in the State of Michigan on September 1, 1909, for a period 
of 30 j'-ears. The new comiDany was incorporated with a capitaliza
tion, as_ indicated above, of "$10,000,000 divided hito $5,000,000 
cumulative preferred and $5,000,000 common stocks each represented 
hy 50,000 shares of par value of $100 a share. 

The purposes of the new corporation, as stated in the articles of 
association, were— 
to manufacture, repair, own, sell, and otherwise deal in engines, motors, auto
mobiles, motor carriages and trucks, and any other machines or equipment to be 
used either lor land, water, or aerial transportation, and all parts and accessories 
used in connection therew-ith or pertaining thereto. 

The incorporators were: 
Philip H, McMillan. Truman H, Newberry, 
Henry B. ,Joy. John S, Newberry. 
James W, Packard. C. .\. Du Charme. 
Frederick M, Alger. D. M, Ferry, Jr. 
E.iiasell A. Alger. Sidney D, Waldon. 
Richard P. Joy. 
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At the first stocldiolders' meeting on September 2, 1909, the follow

ing directors were elected: 
P h i l i p H . M c M i l l a n . 
H e n r y B . Joj"", 
James W , P a c k a r d . ' 
F rede r i ck M , Alger . 

Russel l A . A lge r . 
R i c h a r d P. Joy . 
T r u m a n H . N e w b e r r y . 

The first meeting of the new board of directors was held on Sep
tember 3, 1909, at which the foHowing officers were elected: 

Henry B. Joy, president. 
Russell A. Alger, vice president and vice chairman of board. 
Philip H. MclMillan, secretary-treasurer. 
James W. Packard, chairman of board. 

Exchange of stocks.—On the basis of recei-ving 1,6 shares of preferred 
a,nd 1.6 shares of common stocks for each 1 share of stock formerly 
held, each holder of $100 par value of stock of the old company 
received an aggregate of $320 par value of stock of the new company 
in exchange. In the aggregate, $9,761,200 par value of new stock 
was issued in place of the $3,050,000 formerly outstanding. The 
details of this exchange are shown in the comparative hst of stock
holders of the West Virginia company immediatelj- prior to, and of 
the Michigan company hnmediately after exchange of stocks pre
sented folio \̂ n̂g-: 

Packard, James W 
Packard; W. D 
Alger, Russell A 
Alser, Frederick M 
Alger, Arnelte H 
Shelden, Caroline Alger 
Pike, Frances Alger 
Joy, Henry B . . . i 
Joy, Eichaid P 
Newberry, John S 
Newberry. Tnnrnn H 
Du Charn-e, C. A 
Ferrv, D. M . , Jr 
Waldon, S. D 
Securitv Tnisf Co., trustee. 
McMillan, Philip H . 

Total 
McMillan, Philip H. , trustee.. 

Total stock exchanged.. 
Other provisions: 

McMillan, P. H. , trustee. 
Do. . . : 

Total new stock issued.. 

West 
Virginia 

corporation 

ares 
2, 470 
1,542 
4, 620 
4,619 

664 
262 
262 

3,920 
782 

1,960 
1,960 

736 
390 
25 

202 
3, 808 

28, 280 
1 2, 220 

30, 500 

Michigan corporation 

Preferred Common 

Sliares 
3,952 
2,468 
7, 392 
7,391 
1,063 

420 
420 

6,272 
1 252 
3,136 
3,136 
1,178 

624 
40 

420 
6,090 

45, 254 
3, 652 

48, 806 

MSO 
714 

50, 000 

Shares 
3, 952 
2,408 
7,302 
7,391 
1,063 

420 
420 

6,272 
1,262 
3,136 
3,136 
1,178 
624 
40 
420 

6,000 

46,264 
3,552 

50, 000 

' Held as trustee until fulfiUrr ent of condifions set forth in contracts entered into wilh cerlain eir ployees 
a,?reeing to sell their stock of corr pany at expiration of specified tin e. 

- In addition to above contracts, ccntiacts with certain other en ployees rradc pricr to Arg. 31, IfOO, lo 
sell then" 3O0 shares. At the tin'c none wa? available in the lrcasi:iy FC prcvisir n is n ade frcn new Michi
gan company stock at 100 percent of the 300 shares due to be paid in new preferred and a like am ount in 
new common, or 480 shares of each. 

There are presented below balance sheets of the West Vhgmia 
corporation im.m.ediately prior to, and of the Michigan corporation 
immediatelj'- following, reorga.rdzation. These show in comparative 
form the changes in accounts resulting from the reorganization and. 
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in the form of mcreases and decreases, account for the increase in 
stock issued by the new company: 

Closing balance sheet of Packard Moior Car Co. {West Virginia) and opening 
balance sheet of Paclcard Moior Car Co. (Michigan) at Aug. 31, 1909 

West 
Virginia 

corporation 
Michigan 

corporation Increase 

Assets: 
Gash... . . . . . . 872, 727. 62 

544, 945. 90 
22, 517. 66 

$72, 727, 62 
544, 945, CO 
22,617.66 

3, 630, £09, 32 
2, 402, 082, 62 

174,430.08 
29, 794. 24 
2, 797. 05 

10, 000. 00 
1. SOO, 000, 00 

112, 200.00 
3, 274, 958. 89 

.Accounts receivable .-
872, 727. 62 
544, 945. 90 

22, 517. 66 

$72, 727, 62 
544, 945, CO 
22,617.66 

3, 630, £09, 32 
2, 402, 082, 62 

174,430.08 
29, 794. 24 
2, 797. 05 

10, 000. 00 
1. SOO, 000, 00 

112, 200.00 
3, 274, 958. 89 

Advance insurance . . . 

872, 727. 62 
544, 945. 90 

22, 517. 66 

$72, 727, 62 
544, 945, CO 
22,617.66 

3, 630, £09, 32 
2, 402, 082, 62 

174,430.08 
29, 794. 24 
2, 797. 05 

10, 000. 00 
1. SOO, 000, 00 

112, 200.00 
3, 274, 958. 89 

872, 727. 62 
544, 945. 90 

22, 517. 66 

$72, 727, 62 
544, 945, CO 
22,617.66 

3, 630, £09, 32 
2, 402, 082, 62 

174,430.08 
29, 794. 24 
2, 797. 05 

10, 000. 00 
1. SOO, 000, 00 

112, 200.00 
3, 274, 958. 89 

Plant , . . 2, 402, 682. 52 
174, 430.08 
29, 794. 21 
2, 797. 66 

10, 000.00 
700. 847. 05 
82, 200. 00 

$72, 727, 62 
544, 945, CO 
22,617.66 

3, 630, £09, 32 
2, 402, 082, 62 

174,430.08 
29, 794. 24 
2, 797. 05 

10, 000. 00 
1. SOO, 000, 00 

112, 200.00 
3, 274, 958. 89 

Construction work in pru'.Toss -. . . 
2, 402, 682. 52 

174, 430.08 
29, 794. 21 
2, 797. 66 

10, 000.00 
700. 847. 05 
82, 200. 00 

$72, 727, 62 
544, 945, CO 
22,617.66 

3, 630, £09, 32 
2, 402, 082, 62 

174,430.08 
29, 794. 24 
2, 797. 05 

10, 000. 00 
1. SOO, 000, 00 

112, 200.00 
3, 274, 958. 89 

Development—nunlels 

2, 402, 682. 52 
174, 430.08 
29, 794. 21 
2, 797. 66 

10, 000.00 
700. 847. 05 
82, 200. 00 

$72, 727, 62 
544, 945, CO 
22,617.66 

3, 630, £09, 32 
2, 402, 082, 62 

174,430.08 
29, 794. 24 
2, 797. 05 

10, 000. 00 
1. SOO, 000, 00 

112, 200.00 
3, 274, 958. 89 

Reserve for taxes 

2, 402, 682. 52 
174, 430.08 
29, 794. 21 
2, 797. 66 

10, 000.00 
700. 847. 05 
82, 200. 00 

$72, 727, 62 
544, 945, CO 
22,617.66 

3, 630, £09, 32 
2, 402, 082, 62 

174,430.08 
29, 794. 24 
2, 797. 05 

10, 000. 00 
1. SOO, 000, 00 

112, 200.00 
3, 274, 958. 89 

Packard Motor Car Go. (New York); 
Slock 

2, 402, 682. 52 
174, 430.08 
29, 794. 21 
2, 797. 66 

10, 000.00 
700. 847. 05 
82, 200. 00 

$72, 727, 62 
544, 945, CO 
22,617.66 

3, 630, £09, 32 
2, 402, 082, 62 

174,430.08 
29, 794. 24 
2, 797. 05 

10, 000. 00 
1. SOO, 000, 00 

112, 200.00 
3, 274, 958. 89 

Surplus.. . . . . . . . . . 

2, 402, 682. 52 
174, 430.08 
29, 794. 21 
2, 797. 66 

10, 000.00 
700. 847. 05 
82, 200. 00 

$72, 727, 62 
544, 945, CO 
22,617.66 

3, 630, £09, 32 
2, 402, 082, 62 

174,430.08 
29, 794. 24 
2, 797. 05 

10, 000. 00 
1. SOO, 000, 00 

112, 200.00 
3, 274, 958. 89 

.$733,152.35 
30. 000, 00 

3, 274, 958. 89 

2, 402, 682. 52 
174, 430.08 
29, 794. 21 
2, 797. 66 

10, 000.00 
700. 847. 05 
82, 200. 00 

$72, 727, 62 
544, 945, CO 
22,617.66 

3, 630, £09, 32 
2, 402, 082, 62 

174,430.08 
29, 794. 24 
2, 797. 05 

10, 000. 00 
1. SOO, 000, 00 

112, 200.00 
3, 274, 958. 89 

.$733,152.35 
30. 000, 00 

3, 274, 958. 89 Kights, privileges, and franchises .. 

2, 402, 682. 52 
174, 430.08 
29, 794. 21 
2, 797. 66 

10, 000.00 
700. 847. 05 
82, 200. 00 

$72, 727, 62 
544, 945, CO 
22,617.66 

3, 630, £09, 32 
2, 402, 082, 62 

174,430.08 
29, 794. 24 
2, 797. 05 

10, 000. 00 
1. SOO, 000, 00 

112, 200.00 
3, 274, 958. 89 

.$733,152.35 
30. 000, 00 

3, 274, 958. 89 

Total assets . . . . . . . 

$72, 727, 62 
544, 945, CO 
22,617.66 

3, 630, £09, 32 
2, 402, 082, 62 

174,430.08 
29, 794. 24 
2, 797. 05 

10, 000. 00 
1. SOO, 000, 00 

112, 200.00 
3, 274, 958. 89 

.$733,152.35 
30. 000, 00 

3, 274, 958. 89 

Total assets . . . . . . . 7, 739,812, 70 11, 777, 923.94 4.038,111.24 

Liabilities: 
Reserve rnyaltv. . 

7, 739,812, 70 11, 777, 923.94 4.038,111.24 

Liabilities: 
Reserve rnyaltv. . 16, 306. 50 

289. 37 
092, 1.30. ,54 
525, 000. 00 
346, 68.?. 00 

41, 609. 53 
30, 000. 00 

3,050,000.00 

10, 306 50 
289. 37 

992, 130. 64 
625, 000.00 
340, 538, 00 

41, 009, 53 

Uncalled for waees 
16, 306. 50 

289. 37 
092, 1.30. ,54 
525, 000. 00 
346, 68.?. 00 

41, 609. 53 
30, 000. 00 

3,050,000.00 

10, 306 50 
289. 37 

992, 130. 64 
625, 000.00 
340, 538, 00 

41, 009, 53 

Accounts payable . . 

16, 306. 50 
289. 37 

092, 1.30. ,54 
525, 000. 00 
346, 68.?. 00 

41, 609. 53 
30, 000. 00 

3,050,000.00 

10, 306 50 
289. 37 

992, 130. 64 
625, 000.00 
340, 538, 00 

41, 009, 53 

Bills pavable . 

16, 306. 50 
289. 37 

092, 1.30. ,54 
525, 000. 00 
346, 68.?. 00 

41, 609. 53 
30, 000. 00 

3,050,000.00 

10, 306 50 
289. 37 

992, 130. 64 
625, 000.00 
340, 538, 00 

41, 009, 53 
Deposit accoimt . . . 

16, 306. 50 
289. 37 

092, 1.30. ,54 
525, 000. 00 
346, 68.?. 00 

41, 609. 53 
30, 000. 00 

3,050,000.00 

10, 306 50 
289. 37 

992, 130. 64 
625, 000.00 
340, 538, 00 

41, 009, 53 Dealers'accounts p.avahle . . 

16, 306. 50 
289. 37 

092, 1.30. ,54 
525, 000. 00 
346, 68.?. 00 

41, 609. 53 
30, 000. 00 

3,050,000.00 

10, 306 50 
289. 37 

992, 130. 64 
625, 000.00 
340, 538, 00 

41, 009, 53 
Authorized trirslee stock 

16, 306. 50 
289. 37 

092, 1.30. ,54 
525, 000. 00 
346, 68.?. 00 

41, 609. 53 
30, 000. 00 

3,050,000.00 

10, 306 50 
289. 37 

992, 130. 64 
625, 000.00 
340, 538, 00 

41, 009, 53 
I 30, 000. 00 

1,950, 000:00 
5, 000, 000.00 

1 2,881,888. 76 

Capital stock: 
Cornmon . . . . . . . 

16, 306. 50 
289. 37 

092, 1.30. ,54 
525, 000. 00 
346, 68.?. 00 

41, 609. 53 
30, 000. 00 

3,050,000.00 5, 000, 000, 00 
8, 000, 000.00 
• 144, 000. 00 

I 30, 000. 00 

1,950, 000:00 
5, 000, 000.00 

1 2,881,888. 76 
Prcfarred . . . . . . . 

16, 306. 50 
289. 37 

092, 1.30. ,54 
525, 000. 00 
346, 68.?. 00 

41, 609. 53 
30, 000. 00 

3,050,000.00 5, 000, 000, 00 
8, 000, 000.00 
• 144, 000. 00 

I 30, 000. 00 

1,950, 000:00 
5, 000, 000.00 

1 2,881,888. 76 Surplus 2,737, 888. 76 

5, 000, 000, 00 
8, 000, 000.00 
• 144, 000. 00 

I 30, 000. 00 

1,950, 000:00 
5, 000, 000.00 

1 2,881,888. 76 

Totalliabilities 

2,737, 888. 76 

5, 000, 000, 00 
8, 000, 000.00 
• 144, 000. 00 

I 30, 000. 00 

1,950, 000:00 
5, 000, 000.00 

1 2,881,888. 76 

Totalliabilities 7, 739, 812, 70 n , 777,923.94 4,038,111.24 7, 739, 812, 70 n , 777,923.94 4,038,111.24 

r Decrease, 
! Deflcit. 

Appreciation at reorganization.—In the foregohig statement, it 
may be noted that capital stock was increased from $3,050,000 to 
$10,000,000 w'thout any hicrease in tangible assets. Ts'ot all of this 
increase of $6,950,000, however, represents appreciation since 
surplus of the West Virginia corporation, in amount of $2,737,888.76 
was capitalized in the reorganization to the point of leaving a deficit 
of $144,000 and accounted for $2,881,888.76 of the increase in capital 
stock. 

There follows a statement of changes m ledger values resulting 
from reorganization: 

West 
Viriunia 

corporation 
Michiijan 

corporation Increase 

Authorized truslees' stock $30,000. 00 1 830,000,00 
6, 000, OOO, 00 
1.960,000.00 

1 2.881,888, 76 

Preferred stock 
$30,000. 00 

$5, 000,000 
5, 000, 000 
' 144, 000 

1 830,000,00 
6, 000, OOO, 00 
1.960,000.00 

1 2.881,888, 76 
Common stock . . . . . . . . . . 3, 0,50, 000.00 

2, 737, 888. 76 

$5, 000,000 
5, 000, 000 
' 144, 000 

1 830,000,00 
6, 000, OOO, 00 
1.960,000.00 

1 2.881,888, 76 
3, 0,50, 000.00 
2, 737, 888. 76 

$5, 000,000 
5, 000, 000 
' 144, 000 

1 830,000,00 
6, 000, OOO, 00 
1.960,000.00 

1 2.881,888, 76 

Total 

3, 0,50, 000.00 
2, 737, 888. 76 

$5, 000,000 
5, 000, 000 
' 144, 000 

1 830,000,00 
6, 000, OOO, 00 
1.960,000.00 

1 2.881,888, 76 

Total 5 817. 888. 70 9, 856, 000 
112. 200 

4,038,111,24 
30, 000, 00 Less treasury stock. . . _. 82, 200, 00 

9, 856, 000 
112. 200 

4,038,111,24 
30, 000, 00 

Total stockholders'equity 

82, 200, 00 
9, 856, 000 

112. 200 
4,038,111,24 

30, 000, 00 

Total stockholders'equity 5, 735, 688,76 9, 743,800 4,008,111.24 

^ Decrease. 
2 Deflcit. 
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Thus, hi the reorganization and refinancing of Packard Motor Car 
Co. (West Virginia), the ledger values in Packard Motor Car Co. 
(Michigan) increased $4,008,111,24, Tins amount represents appre
ciation in values and, as disclosed in the preceding bala.nce sheet, 
is accounted for as follows: 
Setting up of an item "of rights, privileges, and franchises $3, 274, 958. 89 
Writing up tlie surplus of Packard Motor Car Co. of New Yori i . 733, 152. 35 

Total appreciation 4, 008, 111. 24 

Attention is called to the fact that to a large extent the effect of this 
appreciation was eliminated in 1912 when the asset rights, privileges, 
and franchises was written down to $1 by charge to surplus m amount 
of $3,274,957.89. The êffect of this is as though the appreciation 
had not been set up and the stock originally issued therefor had been 
issued from surplus in like manner as a stock dividend. The final 
disposition of the $733,152.35, affecting the records of the subsidiary 
company directlj-, was not traced as examination was not made of 
subsidiarj^ company records. 

Comparative summary of sales, profits, dividends, earnings reinvested 
and sur-plus balances.—Table 96 follo-wing shows the sa.les. and net 
profits after Federal income taxes for the consohdated operations of 
Packard Motor Car Co, for the period from organization of the 
present company at August 31, 1909, to December 31, 1937. I t 
further accounts for the disposition of these net profits through pay
ment of cash dividends and other appropriations of surplus to arrive 
at the portion of profits reinvested in the business. For the purpose 
of reconciling surplus balances, the statement is further projected to 
show stock dividends which a,frect surplus ba,lances though they do 
not affect the profits reinvested. 

Reference to this statement discloses that, during the 28 full years 
and 4 months mterim period of the company's e.xistence to December 
31, 1937, the consolidated sales amounted to $1,299,451,382 and tbat 
on these sales an aggregate net profit of $156,498,728 was realized 
after provision for Federal income taxes. Of this total net profit, 
$10,115,763, or 6.5 percent, Avas distributed as cbvidends on preferred 
stock and $96,131,788, or 61.4 percent was distributed as cash divi
dends on common stock. Thus $100,247,551, or 67,9 percent, was 
distributed as cash dividends. Other miscellaneous net deductions 
from surplus amounted to $10,959,795, or 7 percent. After these 
enumerated appropriations there remained $39,291,382, or 25,1 per
cent of the aggregate profits for tbe entire period reinvested m the 
business. 

Tbis $39,291,382 does not measure the amount of surplus at the 
end of 1937 for the reason that dividends were paid on common stock 
in com.m.on stock in the aggregate amount of $24,750,130 or 15.8 
percent of the aggregate increment to smplus through profits. The 
balance of surplus at December 31, 1937, was, therefore, $14,541,252 
and this constituted 9.3 percent of the aggregate income. 

Attention is directed to the very large amounts of net other deduc- i; j: li;: 
tions from (or additions to) surplus in the years 1929, 1932, and 1935, 
I t may be repeated here that these result from the transfer of $20,-
000,000 from surplus to capital stock in 1929 aud the reversal of 
$10,000,000 of that amount in 1932 and the remaining $10,000,00p in 
1935 with no effect on the period as a whole. Net other deductions 
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from surplus other than the items mentioned next above result from 
numerous adjustments, the larger of which consist of provisions for 
surplus reserves, for bonus pajanents, and the writing down in 1912 of 
appreciation set up at reorganization and referred to on page 741, 

T.\BLE 9fi.—Packard Motor Car Co,—Histor-;j of sales, profits, dividends, earnings 
reinvested in the business and surplus, balances, 1910 to 1937, inclusive 

Net sales 

Net prof i t 
after Federal 
and Stale i n 
come taxes 

Cash dividends 

Preferred 
stock 

Common 
stock 

Surplus at begirming of period 
Fiscal year ended Aug . 31— 

1910 
1911 
1912 
1913 
1914. 
1915 
1910 
1917 
1918 
1919 
1920.^ ._ 
1921 
1922 . . . 
1023 
1924 
1035 
1926 
1927... . 
1928 . . . . 
1929 

Period September to December 1020., 
Calendar year ended Dec. 31— 

1930 ; 
1931 
1032 
1933 ._ 
1934 
1935 
1036. 
1937 

Tota l 
Percent of total net prof r t . 

$14,907,852 
11,616,688 
14,460, 220 
16,076,807 
12, 639, 954 
16, 547,166 
35, 495, 087 
40, 498, 454 
50, 492, 363 
55,180, 066 
58,894,526 
30, 822, 812 
37, 088, 499 
55, 670,466 
46, 003, 679 
60, 475, 989 
77,303,954 
72, 326, 626 
95, 681,802 

108,961,411 
28, 201, 436 

58, 420,129 
30,481,062 
15, 788, 087 
19,465,147 
14,781,494 
60, 83,5, 261 
74, 666,170 
96,787,887 

$2,3)2,787 
1, 681, 057 
1,839,720 
2,157,472 
1, 141,664 
3, 169,478 
6, 206, 420 
5, 400, 691 
5, 610, 702 
5,433, 634 
6,395,408 
3 087, 366 

2,116,828 
7,081,570 
4, 806,175 

12,191,081 
15, 843, 587 
11,978, 797 
22, 603,109 
26, 938, 253 

4, 955,172 

10,151, 308 
3 1,099,117 
3 6, 679, 269 

355, 714 
3 6, 685, 743 
1, 957, 231 
7,113,726 
3, 204, 321 

$261, 250 
350, 000 
350, 000 
350, 000 
350, 000 
3,50,000 
455, 000 
660 000 
660,000 
560, 000 

1, 028, 297 
1, 04S,283 
I , 035, 2S6 
1.029. 322 
1,140,332 
686,993 

S29.8, 572 

, 395,602 
910, 636 
710, 382 

1, 539, 246 
I , 483,144 

297,127 

2, 496, 871 
2, 852, 424 
4, 746,046 
8, 302, 221 
7,195, 363 

12.442.012 
17, 234, 244 
8, 247,102 

9, 741, 306 
6, 745, 6,53 

6. 746.103 
3. 747.835 

1,299,451,; 156, 498, 728 
100. 0 

10,116, 763 
0.6 

90,131, 788 
61,4 

N e t other 
deductions 
f r o m sur

plus ' 

Earnings 
reinvested 
i n business 

Stock d i v i 
dends 

Surplus bal
ance 

Surplus at beginning of period 
Fiscal year ended Aug , 31— 

1910.... 
1911 
1912 
1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922.. 
1923 
1924 . 
1925 
1920 
1927.... 

• : 1928.. 
1929 

Period September to December 1929., 

83, 274, 958 

118, 605 
2, 500, 000 

1,076; 147 

235, 290 
717, 693 

20, 038, 322 
208, 281 

$2, 051, 637 
932, 485 

' 1, 786, 238 
1,807,472 

791, 564 
2, 819, 478 
5, 355, 818 
3,930,065 
4,346, 320 
3,334,389 
3, 765, 422 

2 4, 833, 776 
= 1,080,542 

3, 560, 686 
812, 419 

5, 681,895 
, 7,541,360 

4, 648,135 
0, 442, 504 

' 11,334, 313 
23,500, 211 

2, 000, 000 

4, 691, 630 

11,885,000 

6, 273, 400 

•12, 051, 
2,984, 
1,198, 
3, 006, 
I , 797, 
4, 617, 
6, 381, 
9, 311, 

13, 667, 
16, 992, 
20, 757, 

•16,923, 
17, 004, 
a, 076, 
9, 488, 

16, 170, 
10, 438, 
20, 986, 
30, 428, 
19,094, 
16,694, 

537 
022 
784 
256 
820 
298 
480 
541 
861 
250 
672 
896 
438 
024 
443 
338 
304 
439 
943 
630 
419 

' o ther than-^lock dividends. 
' Denotes withdrawals i n excess of earnings. 
' Denotes loss. 
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T A B L E 9fi.—-Packard Motor Car Co,—His'ory of sales, profits, div-idends, earnings 

reinvested in ihe business, and surplus balances, 1910 to 1937, i-nclusioe—Con. 

Net other 
deductions' 
f rom sur

plus 

Earnings 
reinvested 
in business 

Stock d i v i 
dends 

Surplus bal
ance 

Calendar year ended Dec, 31— 
1030 . ,$1,127, 088 

1, 210, 000 
< 8,854,957 

< 224,930 
670,022 

< 11,358, 341 
60, 605 

152, 109 

2 $717,086 
2 9,654. 770 

3, 175, 688 
680, 660 

2 7, 364, 765 
13,315, 622 

307, 117 
! 695, 623 

$14,877, 333 
5, 222, 503 
a, 398, 251 
8,978,901 
1,014,136 

14, 929. 768 
15, 236, 875 
14, ,541, 2,52 

19S1 
,$1,127, 088 

1, 210, 000 
< 8,854,957 

< 224,930 
670,022 

< 11,358, 341 
60, 605 

152, 109 

2 $717,086 
2 9,654. 770 

3, 175, 688 
680, 660 

2 7, 364, 765 
13,315, 622 

307, 117 
! 695, 623 

$14,877, 333 
5, 222, 503 
a, 398, 251 
8,978,901 
1,014,136 

14, 929. 768 
15, 236, 875 
14, ,541, 2,52 

1932 

,$1,127, 088 
1, 210, 000 

< 8,854,957 
< 224,930 

670,022 
< 11,358, 341 

60, 605 
152, 109 

2 $717,086 
2 9,654. 770 

3, 175, 688 
680, 660 

2 7, 364, 765 
13,315, 622 

307, 117 
! 695, 623 

$14,877, 333 
5, 222, 503 
a, 398, 251 
8,978,901 
1,014,136 

14, 929. 768 
15, 236, 875 
14, ,541, 2,52 

1933 

,$1,127, 088 
1, 210, 000 

< 8,854,957 
< 224,930 

670,022 
< 11,358, 341 

60, 605 
152, 109 

2 $717,086 
2 9,654. 770 

3, 175, 688 
680, 660 

2 7, 364, 765 
13,315, 622 

307, 117 
! 695, 623 

$14,877, 333 
5, 222, 503 
a, 398, 251 
8,978,901 
1,014,136 

14, 929. 768 
15, 236, 875 
14, ,541, 2,52 

1934 

,$1,127, 088 
1, 210, 000 

< 8,854,957 
< 224,930 

670,022 
< 11,358, 341 

60, 605 
152, 109 

2 $717,086 
2 9,654. 770 

3, 175, 688 
680, 660 

2 7, 364, 765 
13,315, 622 

307, 117 
! 695, 623 

$14,877, 333 
5, 222, 503 
a, 398, 251 
8,978,901 
1,014,136 

14, 929. 768 
15, 236, 875 
14, ,541, 2,52 

1935 : 

,$1,127, 088 
1, 210, 000 

< 8,854,957 
< 224,930 

670,022 
< 11,358, 341 

60, 605 
152, 109 

2 $717,086 
2 9,654. 770 

3, 175, 688 
680, 660 

2 7, 364, 765 
13,315, 622 

307, 117 
! 695, 623 

$14,877, 333 
5, 222, 503 
a, 398, 251 
8,978,901 
1,014,136 

14, 929. 768 
15, 236, 875 
14, ,541, 2,52 

1936.. 

,$1,127, 088 
1, 210, 000 

< 8,854,957 
< 224,930 

670,022 
< 11,358, 341 

60, 605 
152, 109 

2 $717,086 
2 9,654. 770 

3, 175, 688 
680, 660 

2 7, 364, 765 
13,315, 622 

307, 117 
! 695, 623 

$14,877, 333 
5, 222, 503 
a, 398, 251 
8,978,901 
1,014,136 

14, 929. 768 
15, 236, 875 
14, ,541, 2,52 1937 

,$1,127, 088 
1, 210, 000 

< 8,854,957 
< 224,930 

670,022 
< 11,358, 341 

60, 605 
152, 109 

2 $717,086 
2 9,654. 770 

3, 175, 688 
680, 660 

2 7, 364, 765 
13,315, 622 

307, 117 
! 695, 623 

$14,877, 333 
5, 222, 503 
a, 398, 251 
8,978,901 
1,014,136 

14, 929. 768 
15, 236, 875 
14, ,541, 2,52 

To ta l . . . 

,$1,127, 088 
1, 210, 000 

< 8,854,957 
< 224,930 

670,022 
< 11,358, 341 

60, 605 
152, 109 

2 $717,086 
2 9,654. 770 

3, 175, 688 
680, 660 

2 7, 364, 765 
13,315, 622 

307, 117 
! 695, 623 

$14,877, 333 
5, 222, 503 
a, 398, 251 
8,978,901 
1,014,136 

14, 929. 768 
15, 236, 875 
14, ,541, 2,52 

To ta l . . . 10, 959, 796 
7.0 

39,291 382 
26.1 

24,760,130 
15.8 

14, 541,252 
9.3 Percent of total net prof i t 

10, 959, 796 
7.0 

39,291 382 
26.1 

24,760,130 
15.8 

14, 541,252 
9.3 

a Denotes withdrawals in excess of earnings. 
< Denotes additions to surplus. 

From, the foregomg statement i t m.aj'̂  be seen that Packard Motor 
Car Co. has largely maintained a policj' of generous distributions of 
profits to the stockholders. The average J'eaiiy net profits after 
Federal income taxes for the entire period have been $.5,523,485, and 
of this amomit an annual average of $3,749,914 has been distributed 
to stockholders in the form of cash dividends. Surplus was reduced 
through stock dividends which averaged $873,534 for each j'ear of 
the period. These were all issued in the earlier j'cars, and no stock 
dividend has been declai'ed since 1926. 

As ah example of tbe efl'ect of this policy of distribution of profits 
and the capitalization of surplus tiirough declarations of stock divi
dends, i t is of interest to note the cumulative interest of a holder of 1 
sha.re of $100 par value of com.mon stock at organization of the present 
companj- had he retained that share to December 31, 1937, I t is 
shown that the holder of 1 such share of jiar value of $100 at organiza
tion would have held 292.215 shares of no-pa.r value with a stated 
value of $2 per share, or with an aggregate stated value of $584.43 at 
December 31, 1937, and woukl have received cash dividends amounting 
to $1,856.58. I n addition, these 292 shares of no-par-value stock at 
December 31, 1937, would have held an equity of $283.27 in the un
distributed surplus of the com.panj'" and thus would have represented 
$867.70. of the net worth of the com.pa.nj' at that date. 

I n 1920, when the par value of comm.on stock was reduced from 
$100 to $10, 10 new shares wci'e issued for each old share. Again in 
1929, when the comm.on stock was converted from par $10 to no-par 
value, -with stated value of $2, 5 new shares were issued for each old 
share. Thus m contemplating the number of shares to which the 
original 1 share had grown, consideration must be given to this factor 
of 50 shares resulting from, change in number without change in aggre
gate ledger value of the stock. For com.parative purposes i t should, 
therefore, be stated that the 1 share of par value $100 had grown to 
6.8443 shares of ledger value of $584.43. 

Subsidiary compianief..—From organization hi 1909 to Decem.ber 31, 
1937, Packard Motor Car Co. (Michigan) has carried on the business 
of retail selling, real-estate ownership and leasing, exporting, and 
Canadian manufacture through subsidiary companies incorporated 
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for the respective purposes. The greater number of these have been 
formed to engage in retail selling, but also the greater number of those 
so formed have been intended to meet a temporarjr situation or to 
conthiue until a satisfactory independent distributorship could be 
established hi the territorj'. 

Of the 14 subsidiaries or siibsubsidiaries functionhig at one time or 
another from organization to December 31, 1937, 10 were formed to 
retail Packard products. Of this number, only 5 retained their cor
porate identitj^ at December 31, 1937, and 2 of these 5, though not 
actually dissolved, were no longer active. Thus only 3 of the total of 
10 sehmg companies were active at December 31, 1937. 

Two subsidiaries were formed to acquire real estate and to hold such 
properties or to lease them to other subsidiaries or to independent 
distributors engaged in the distribution of Packard cars. Both of 
these companies were operating at the end of 1937. 

In addition, one subsidiary company has handled all export busi
ness, while another was formed to manufactm-e in the Dominion of 
Canada. Both companies were in operation at the end of 1937, 

There follows, as table 97, a statement of all companies v/hich 
have been subsidiary to Packard Motor Car Co. (Michigan) during 
the period 19.27 to 1937, inclusive. This statement shows the place 
and date of incorporation and the capitalization of each. This 
latter also represents the stock investment of the parent company, 
since all are, or were, owned 100 percent. With the inclusion of 
Packard Motor Car Co. of Missouri, which was incorporated in 1920 
but dissolved prior to 1927, this same statement records all subsidiary 
companies owmed since organization of the company. 

At December 31, 1937, there were in operation seven companies 
subsidiary to Packard Motor Car Co. (Michigan). These were: 

Sales companies,—Packard Motor Car Co. of New York, Packard Motor Car 
Co. of Chicago, Atlanta Packard, Inc. (subsidiar}' to Packard Motor Sales Co.). 

Real-estate companies.—Packard Motor Sales Co., Packard, Ltd., London. 
Export company.—Packard Motor Export Corporation. 
Canadian manufacture,—Packard Motor Car Co. of Canada, Ltd. 



TABLE 97.—Packard Motor. Car Co. (Michigan)- -Stock of subsidiary companies outstanding and o-wned by parent company, 1927 to 1937, 
inclusive ' 

Pqckard Motor Car Co., New York 
Packard Motor Car Co., Chicago .... 
Packard Motor Car Co., Philadelphia 
Packard Motor Car Co., Texas 
Packard Motor Sales Co 
Packard Ltd., London 
Packard Motor Export Corporation...... 
Packard Motor Car Co. of Canada, L t d . 

Total : 

Year 

1903 
1911 
1909 
1920 

1929 
1920 
1931 

Incorporation 
State 

New Y o r k . . . . 
Illinois 
Pennsylvania. 
Texas; 
Michigan 
London'. 
New York 
Ontario.-

Par 
value 

.$100 
100 
100 
100 
100 
! 1 
100 
100 

Aug, 31— 

1927 

$10,000 
60, 000 
10, 000 
20, 000 
10, 000 

26, 000 

125, OOO 

1928 

$10, 000 
50,000 
10, 000 
20, 000 
10, 000 

25, 000 

125, 000 

1929 

$10,000 
60, 000 
10, 000 
20, 000 
10, 000 
2,425 
25, 000 

127, 425 

Dec, 31— 

1929 

$10,000 
60,000 
10, OOO 
20, 000 
10, OOO 
2,425 
25, 000 

1930 

$10, 000 
50, OOO 
10, 000 
20, 000 
10, 000 
2, 433 
25, 000 

127, 433 

1931 

$10,000 
50, 000 
10, OOO 
20, 000 
25, 000 
2, 433 
25, 000 
200,000 

342, 433 

Year Incorporation 
State 

Par 
value 

Dee. 31— 
Year Incorporation 

State 
Par 

value 
1932 1933 1934 1935 1936 1937 

Packard Motor Car Co,, New York . . . 
Packard Motor Gar Go,, Chicago. . 
Packard Motor Car Co., PhUadelphia . . . . . . . . . . . . 
Packard Motor Car Co,, Texas 

$100 
100 
100 
100 
100 
100 
100 
100 
! 1 

lOO 
100 

$10,000 
60, 000 
10, 000 
20,000 
44, 000 
26, 000 

$10, 000 
,50, 000 
10, 000 
20, 000 
44, 000 

$10,000 
50, 000 
10, 000 
20, 000 
44, 000 

$10, 000 
50, 000 
10, 000 
20, 000 
44, 000 

$10,000 
60, 000 
10,000 
20,000 

$10,000 
60,000 
10,000 
20, 000 

Packard, Butlalo, Inc 1932 
1932 
1933 

New York 

$100 
100 
100 
100 
100 
100 
100 
100 
! 1 

lOO 
100 

$10,000 
60, 000 
10, 000 
20,000 
44, 000 
26, 000 

$10, 000 
,50, 000 
10, 000 
20, 000 
44, 000 

$10,000 
50, 000 
10, 000 
20, 000 
44, 000 

$10, 000 
50, 000 
10, 000 
20, 000 
44, 000 

$10,000 
60, 000 
10,000 
20,000 

$10,000 
60,000 
10,000 
20, 000 

l^ackard, Minneapolis, Inc.. 
1932 
1932 
1933 

Minnesota _. 

$100 
100 
100 
100 
100 
100 
100 
100 
! 1 

lOO 
100 

$10,000 
60, 000 
10, 000 
20,000 
44, 000 
26, 000 

$10, 000 
,50, 000 
10, 000 
20, 000 
44, 000 

$10,000 
50, 000 
10, 000 
20, 000 
44, 000 

$10, 000 
50, 000 
10, 000 
20, 000 
44, 000 

Packard, Ilochesler, Inc. . . . . . . . . . . . 

1932 
1932 
1933 New York 

$100 
100 
100 
100 
100 
100 
100 
100 
! 1 

lOO 
100 

$10,000 
60, 000 
10, 000 
20,000 
44, 000 
26, 000 

60, 000 
25, OOO 
2,433 

2,5, 000 
200, 000 

60, 000 
25, 000 
2,433 

25, 000 
200, 000 

Packard Motor Sales Co,3 . . . 

1932 
1932 
1933 

$100 
100 
100 
100 
100 
100 
100 
100 
! 1 

lOO 
100 

26, 000 
2,433 

25, 000 
200, 000 

25, 000 
2, 433 

25, 000 
200, 000 

60, 000 
25, OOO 
2,433 

2,5, 000 
200, 000 

60, 000 
25, 000 
2,433 

25, 000 
200, 000 

25,000 
2,433 

2,5,000 
200,000 

25, OOO 
2,433 

25, OOO 
200,000 

Packard Ltd., London . . 

$100 
100 
100 
100 
100 
100 
100 
100 
! 1 

lOO 
100 

26, 000 
2,433 

25, 000 
200, 000 

25, 000 
2, 433 

25, 000 
200, 000 

60, 000 
25, OOO 
2,433 

2,5, 000 
200, 000 

60, 000 
25, 000 
2,433 

25, 000 
200, 000 

25,000 
2,433 

2,5,000 
200,000 

25, OOO 
2,433 

25, OOO 
200,000 

Packard Motor Export Corporation 
Packard Motor Car Co. of Canada, Ltd . . . 

Total . . 

$100 
100 
100 
100 
100 
100 
100 
100 
! 1 

lOO 
100 

26, 000 
2,433 

25, 000 
200, 000 

25, 000 
2, 433 

25, 000 
200, 000 

60, 000 
25, OOO 
2,433 

2,5, 000 
200, 000 

60, 000 
25, 000 
2,433 

25, 000 
200, 000 

25,000 
2,433 

2,5,000 
200,000 

25, OOO 
2,433 

25, OOO 
200,000 

Packard Motor Export Corporation 
Packard Motor Car Co. of Canada, Ltd . . . 

Total . . 411,433 386, 433 436,433 436, 433 342,433 342, 433 411,433 386, 433 436,433 436, 433 342,433 342, 433 

' Recorded on parent company books at net worth of subsidiaries. 
, 2 Pound sterlin?;. 

' Packard Motor Sales Co, had as subsidiaries Atlanta Packard Motors, Inc., with capital of $30,000 at end of years 1932 to 1937, inclusive, and Wetherell-Molninoh, Inc., with 
capital oC $17,600 at end of years 1932 to 1934, inclusive. This company dissolved January 15, 1935. 

Oi 



746 FEDERAL TRADE COMMISSION 

Selling subsidiaries and SraTic/ics.—Supplementing' sales through 
distributors and dealers, the company has promoted the retailing of 
its motor vehicles through sales companies and thro'ugh selhng 
branches owned and operated by it. I t has operated such coni
panies and branches in a number of localities throughout the United 
States and one in Canada. These have, with the exception of the 
branches at Detroit, Mich., and Montreal, Canada, been operated 
through subsidiary companies- formed for the purpose. 

The first of these selling subsidiaries was Packard Motor Car Co. 
of New York. . The same Adams-McMurtrj- Co. of New York, in 
front of whose place of business i t was statecl Mr. Joy'and Mr. New
berry saw the Packard made cars which interested them in the prod
uct of the Packard brothers and culminated in their investing in 
Packard Motor Car Co., became the first selling subsidiai-j-. Tt was 
incorporated m 1903 prior to incorporation of the present Packard 
Motor Car Co. (Michigan), i t was the sole subsidiary of the prede
cessor Packard Motor Car Co. (West Virginia), and was coniinued 
as a subsidiary after organization of the present company. 

Through a bill of sale dated December 12, 1902, the goodwill, 
plant, stock of machinery and supplies;, and leasehold on the premises 
at Nos. 317-319 West Fifty-ninth Street in New York: City were 
acquired for $20,000, and Packard Motor Car Co. of New York, was 
incorporated with a capital of $10,000 to take over and operate the 
properties. The enthe stock of the newly incorporated, company 
was acquired by Packard Motor Car Co. 

Subsequent to organization of .the present company, a number of 
other selling subsidiaries have been formed. Some ôf these have 
been formed to take over going concerns, while others marked' the 
beginning of a new enterprise. The location, name of organization, 
and. period during which operations were carried on for each of the 
selling, companies which have been subsidiary to Packard Motor Car 
Co. (Michigan) since its organization are as follows: 

Packard Motor Car Co. of New York, New York, N . Y,, 1903-37. 
Packard. Motor Car Co„.o[ Philadelphia,! Philadelphia, Pa., 1909-23. 
Packard Motor Car Co. of Chicago, Chicago, III . , 1911-37. '-
Packard Motor Car Co. of Missouri, Kansas Citv, Mo., 1919-22. 
Packard Motor Car Co. of Texas,' Dallas, Tex., 1920. 
Atlanta Packard Motors, Inc..'' Atlanta, Ga., 1931-37, 
Packard Buffalo, Inc, Buffalo, N . Y., 1932-36. 
Packard Minneapolis, Inc., Minneapolis, Minn., 1932-33. 
Wetherell-Mclninch, Ino,,^ Des Moines,'Iowa, 1932-33. 
Packard Rochester, Inc., Rochester, N . Y., 1934-36. 

In addition to the above separately incorporated selling companies, 
retail selling branches are maintained at Detroit, Mich,, and Mon
treal, Ontario. These are not separately incorporated. The former 
is part of the corporate structure of Packard Motor Car Co. (^lichi-
gan) and has been in operation smce 1915. The latter is part of 
Packard Motor Car Co. of Canada, Ltd., and has been in operation 
since 1934. However, for all accounting purposes, the investments 
and operations of these two departments of the manufacturing com
panies have been segregated. 

Ofhcials of the company state that, excepting the sales branches at 
New York, Chicago, Detroit, and Montreal, entering into' retail 

' Corporate-stmcturc maintained through 1937, though company not, operating. 
' Subsidiary of Packard Motor Sales Co., which is, in turn, subsidiary to Packard Motor Car Co. 

(Michigan). 
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operations and forming companies to ca,rry on these operations have 
largely been matters of expediency. Independent distributors are 
desired, and usually it is when such representation camiot be had 
that the company has entered the retail field. Furthermore, i t is 
stated that sucli ventures are mtended to continue onlj' until such 
time as an independent representative satisfactory to tbe company 
can be foimd. 

The three selling companies which were operating at December 31, 
1937, were the New York, Chicago, and Atlanta, Ga,, companies. 
Two others, the Philadelphia and Texas companies, reta,ined their 
corporate existence at that date but were no longer operative. Sales 
of these selling companies are made to users and to dealers. . No ' l i j l i ' 
sales are made to distributors. ' ] !;:! 

The-territories in.whiGh.the.se companies operate are not confined 
to the place indica,ted in the name of the company. The territory 
of the New Yorii company embra,ces a list of counties in the States 
of New York and New Jersey, certain counties in Massachusetts, one 
in Vermont, and all of the State of Connecticut. That of the Chicago-
company includes numerous counties in Illinois, Indiana, Iowa, and. 
Wisconsin, and certain counties in Michigan. The Atlanta company 
is a.uthorized to operate in certain counties in Alabama and South' 
Carolina and in the entire State of Georgia, excepting certain defined 
counties. 

Other subsidiary companies.—In addition to the sellmg. companies 
subsidiary to Packard Motor Car Co. (Michigan) that company 
controls, through. 100-percent stock ownership, certain other com
panies not engaged in selling. These are Packard Motor Car Co. of 
Canada,- Ltd., Packard Motor Sales Co., Packard Motor Export 
Corporation, Packard, Ltd., London. 

Packard Motor Car Co. of Canada, Ltd.—During the year 1931, a 
company was organized in the province of Ontario, in Canada, for the 
purpose of manufacturing and distributing Packard cars in Canada 
and of distributing throughout the British Empire if conditions per
mitted. The plant is located at Windsor, Ontario, across the Detroit 
River from the city of Detroit. I t largely supplies the Canadian 
territory for all but super 8's and r2's, none of which has been made 
in Canada,. 

The original purpose in formhig the Canadian company was to 
effect a sa-ving in import duty through fabrication within the Do-
rninion and'through the lesser duty applicable to parts as compared 
with completed cars imported. 

This company operates a retail selling branch at Montreal for dis
tribution of Packard cars. The branch is not separately incorporated, 
but in accounting records its operations are kept separate from those 
of the company of which it is a part. 

Packard Motor Sales Co.—The na,me of this company, subsidiary 
to Packard Motor Car Co. (Michigan), is somewhat misleadmg. I t is 
not a sellhig company. Its sole fimction is to acquhe and hold or 
lease to. other subsidiary selling companies or to independent dis-: 
tributors properties for use in carrying on the business of distributing 
Packard cars. In explanation of the use of the name implymg a 
selling company, it was stated that the name and articles of incorpora
tion were made comprehensive enough to permit of its operating as a 
central sales company if and when deshed. 
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Packard Motor Sales Co, does not seU any cars at retail. During 
the winter season i t carries an inventory of about 20 liigh-priced 
Packard cars in Florida for display at Miami Beach and a few other 
points. A retail purchaser wisliing to buy one of these cars places an 
order with the local dealer or distributor, who then buys the car from 
Packard Motor Sales Co. All cars remaining in stock at the end of 
the season are sold to distributors (subsidiary and independent) in 
other parts of the country. 

Indirectly, tbe company engaged in retail selling through its sub
sidiaries, Wetherell-Mclninch, Inc., during the years 1932 and 1933, 
while that coinpany was in existence, and Atlanta Packard Motors, 
Inc., from its acquisition in 1931 tlu-ough 1937. 

The reason these two companies were operated as subsidiaries of 
Packard Motor Sales Co. instead of as direct subsidiaries of the man
ufacturing company, it was stated by the officials of the company, 
was that when they were taken over it was intended that their oper
ation by the Packard Co. would not continue long but that they 
would soon be turned over to independent distributors, and they were 
therefore handled through the sales company for convenience. The 
Wetherell-Mclninch Co. was dissolved in 1935 and though ownership 
of the Atlanta company has continued, the arrangement has not been 
disturbed. 

In conformity with the function for which i t was incorporated, 
Packard Motor Sales Co. owns properties in Atlanta, Ga., Cleveland, 
Ohio, New Orleans, La,, Boston, Mass., and Kansas City, Mo. I t 
also controls properties in Pittsburgh, Pa., through a trust agreement, 
and holds a 99-year lease on land in Jacksonville; Fla., on which it 
owns a sales and service building. All of these properties, -wdth the 
exception of those at Atlanta, are leased to independent distributors 
of Packard cars in those territories, . : . 

Packard Motor Export Corporation.—In the early period of the com
pany's existence, export business was carried on as a department of 
the parent company. In 1920, Packard Motor Export Corporation 
was incorporated and all of its stock was subscribed by Packard Motor 
Car Co. (Michigan). 

Headquarters of the new company were at New York, and its pur
pose was to handle all export business of the parent company other 
than that to Canada. 

Packard, Ltd., London.—-This company was formed for the sole pur
pose of holding a piece of real estate in the city of London, England, 
which i t leases to an independent London distributor. The company 
sells no cars and engages in no functions othfer than that noted above. 

Products.—The Packard Motor Car Co. and its subsidiaries are 
principally engaged in the manufacture and sale of motor vehicles and 
parts. I t has also engaged, to a limited extent, in the development 
a,nd production of the Diesel type of marine and airplane engines. 
' The company has at all times produced cars imder the one trade 

name, "Packard," However, though produced under this one name, 
the cars produced have varied greatly in types and engine forms and 
sizes throughout the years and fall within several price classes. An 
indication of the variances in the four types of cars produced under 
the name "Packard" is given in the tabular statement below which 
shows the type designations, wheel-base measuremehfs, engine power, 
and 1936 price ra.nges of each type manufactured during the years 
1936 and 1937. 
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Packard Six Packard One-
twenty 

Packard Super 
Eight 

Packard 
Twelve 

Wheel base, i n inches 
Engine horsepower 
Delivered pr ice ' 

115 
100 

$896-$!, 010 

120-138 
120 

,$1,065-,$l, 985 

127-134-139 
135 

$2, 480-$3, 615 

132-139-144 
175 

$3,670-$4,975 

' At Detroit, before Michigan sales tax. 

Ignoring consideration of the slight overlapping production in the 
passing of a model, tbe general movement of production from 1909 
to 1937 has been from fours only (1909-11), to sixes only (1912-14), 
to twin sixes only (1915-19), to twin sixes and sixes (1920-22), to 
sixes and single eights (1923-28), to single eights and super eights 
(1929-31), to single eights, super eights, and twin sixes (later known 
as twelves) (1932-35), to single eights, super eights, twelves, and sixes 
(1936-37). 

In 1928 a new single eight Icnown as the vStandard Eight was intro
duced to succeed the six, and tbe latter was soon thereafter discon
tinued. The new eight, which was slightly larger than the six, con
siderably more powerful, and which had many added features of 
luxury and comfort, was to sell at prices only slightly higher than 
formerly asked for the six. In 1929 a larger eight-cylinder car was 
introduced to succeed the former single eight. "Thereafter and until 
1931 only Standard Eights and Super Eights were manufactured. 
These -were augmented in 1932 by reintroduction of a twin-six car 
later designated as a twelve, and production of these thi-ee types con-
tin ued to 1.935. In 1935 a ne"v\̂  single-eight car was produced under 
the designation of "One-twenty," but interchangeably known also as 
the Standard Eight. In 1936 the line was further augmented by 
reintroduction of a six-cylinder car. At the end of 1937 the complete 
hne of cars consisted of Sixes, One-twenties (or Standard Eights), 
Super Eights, and Twelves. 

Follo-wing is presented a tabular statement of the number of units 
of each type of car sold in each of the years 1909 to 1937, inclusive, 
and showing graphically the dates of changes in types of cars and the 
types produced concurrently in each year: 

Pours Sixes T w i n 
Sixes 

Single 
Eights 

Super 
Eights 

To ta l 

1903-9' 6,768 
3,106 
3, 084 
1,788 

282 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1009 -
6,768 
3,106 
3, 084 
1,788 

282 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1910 

6,768 
3,106 
3, 084 
1,788 

282 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1911.. . . 

6,768 
3,106 
3, 084 
1,788 

282 
733 

2,320 
2,984 
2,623 
1,191 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1912 

6,768 
3,106 
3, 084 
1,788 

282 
733 

2,320 
2,984 
2,623 
1,191 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1913..... 

6,768 
3,106 
3, 084 
1,788 

282 
733 

2,320 
2,984 
2,623 
1,191 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1914 

733 
2,320 
2,984 
2,623 
1,191 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1915 

733 
2,320 
2,984 
2,623 
1,191 1,454 

10, 646 
7,902 
2,741 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1910 

733 
2,320 
2,984 
2,623 
1,191 1,454 

10, 646 
7,902 
2,741 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1917 

1,454 
10, 646 
7,902 
2,741 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1918 

1,454 
10, 646 
7,902 
2,741 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1019 

1,454 
10, 646 
7,902 
2,741 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1920 ; 1,042 
0, 374 

13, 433 
15,900 
9,507 

26,.667 
29, 262 
27, 882 
8,318 
1,359 

5,194 
1,310 
1, 944 

303 
20 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1921 . . . . . 
1,042 
0, 374 

13, 433 
15,900 
9,507 

26,.667 
29, 262 
27, 882 
8,318 
1,359 

5,194 
1,310 
1, 944 

303 
20 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1922 . : 

1,042 
0, 374 

13, 433 
15,900 
9,507 

26,.667 
29, 262 
27, 882 
8,318 
1,359 

5,194 
1,310 
1, 944 

303 
20 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1923 

1,042 
0, 374 

13, 433 
15,900 
9,507 

26,.667 
29, 262 
27, 882 
8,318 
1,359 

5,194 
1,310 
1, 944 

303 
20 

2,695 
5,672 
6,470 
6,129 
4,558 

1 38,393 
41,333 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1924 

1,042 
0, 374 

13, 433 
15,900 
9,507 

26,.667 
29, 262 
27, 882 
8,318 
1,359 

5,194 
1,310 
1, 944 

303 
20 

2,695 
5,672 
6,470 
6,129 
4,558 

1 38,393 
41,333 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1925 

1,042 
0, 374 

13, 433 
15,900 
9,507 

26,.667 
29, 262 
27, 882 
8,318 
1,359 

5,194 
1,310 
1, 944 

303 
20 

2,695 
5,672 
6,470 
6,129 
4,558 

1 38,393 
41,333 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1926 

1,042 
0, 374 

13, 433 
15,900 
9,507 

26,.667 
29, 262 
27, 882 
8,318 
1,359 

2,695 
5,672 
6,470 
6,129 
4,558 

1 38,393 
41,333 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1927 

1,042 
0, 374 

13, 433 
15,900 
9,507 

26,.667 
29, 262 
27, 882 
8,318 
1,359 

2,695 
5,672 
6,470 
6,129 
4,558 

1 38,393 
41,333 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

1928 

1,042 
0, 374 

13, 433 
15,900 
9,507 

26,.667 
29, 262 
27, 882 
8,318 
1,359 

2,695 
5,672 
6,470 
6,129 
4,558 

1 38,393 
41,333 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 1929 

1,042 
0, 374 

13, 433 
15,900 
9,507 

26,.667 
29, 262 
27, 882 
8,318 
1,359 

2,695 
5,672 
6,470 
6,129 
4,558 

1 38,393 
41,333 i6,845 

6,708 
3,106 
3,084 
2,621 
2,602 
2,984 
2,623 
2,645 

10,645 
7, 902 
2,741 
3,589 
6,236 
7,084 

15, 377 
18,898 
15,099 
32,027 
34, 391 
32,440 
46,711 
53, 537 

•Manufactured by predecessor Packard Co. 
' Introduction of Standard Eight, 
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Pours Sixes 
Twin 
Sixes 

Single 
Eights 

Super 
Eights 

Total 

1929 - 10,279 
22,-178 
11, 614 
8,359 
6,-355-
4,224 

* 46,822 
53, 303 
45, 956 

3,063 
6,312 
2,673 

559 
l,-899 
1,452 
1, 382 
3, 131 
4, 719 

13,342 
28, 490 
14,187 
9,439 
.9.479 
6,427 

48,944 
79, 412 

106,428 

1930 
10,279 
22,-178 
11, 614 
8,359 
6,-355-
4,224 

* 46,822 
53, 303 
45, 956 

3,063 
6,312 
2,673 

559 
l,-899 
1,452 
1, 382 
3, 131 
4, 719 

13,342 
28, 490 
14,187 
9,439 
.9.479 
6,427 

48,944 
79, 412 

106,428 

1931 .• 

10,279 
22,-178 
11, 614 
8,359 
6,-355-
4,224 

* 46,822 
53, 303 
45, 956 

3,063 
6,312 
2,673 

559 
l,-899 
1,452 
1, 382 
3, 131 
4, 719 

13,342 
28, 490 
14,187 
9,439 
.9.479 
6,427 

48,944 
79, 412 

106,428 

1932r.-. . . . 521 
s 1,'225 

761 
740 
896 

1,084 

10,279 
22,-178 
11, 614 
8,359 
6,-355-
4,224 

* 46,822 
53, 303 
45, 956 

3,063 
6,312 
2,673 

559 
l,-899 
1,452 
1, 382 
3, 131 
4, 719 

13,342 
28, 490 
14,187 
9,439 
.9.479 
6,427 

48,944 
79, 412 

106,428 

1933 
521 

s 1,'225 
761 
740 
896 

1,084 

10,279 
22,-178 
11, 614 
8,359 
6,-355-
4,224 

* 46,822 
53, 303 
45, 956 

3,063 
6,312 
2,673 

559 
l,-899 
1,452 
1, 382 
3, 131 
4, 719 

13,342 
28, 490 
14,187 
9,439 
.9.479 
6,427 

48,944 
79, 412 

106,428 

1934. 

521 
s 1,'225 

761 
740 
896 

1,084 

10,279 
22,-178 
11, 614 
8,359 
6,-355-
4,224 

* 46,822 
53, 303 
45, 956 

3,063 
6,312 
2,673 

559 
l,-899 
1,452 
1, 382 
3, 131 
4, 719 

13,342 
28, 490 
14,187 
9,439 
.9.479 
6,427 

48,944 
79, 412 

106,428 

1935 

521 
s 1,'225 

761 
740 
896 

1,084 

10,279 
22,-178 
11, 614 
8,359 
6,-355-
4,224 

* 46,822 
53, 303 
45, 956 

3,063 
6,312 
2,673 

559 
l,-899 
1,452 
1, 382 
3, 131 
4, 719 

13,342 
28, 490 
14,187 
9,439 
.9.479 
6,427 

48,944 
79, 412 

106,428 
1936. - 22,082 

64,669 

521 
s 1,'225 

761 
740 
896 

1,084 

10,279 
22,-178 
11, 614 
8,359 
6,-355-
4,224 

* 46,822 
53, 303 
45, 956 

3,063 
6,312 
2,673 

559 
l,-899 
1,452 
1, 382 
3, 131 
4, 719 

13,342 
28, 490 
14,187 
9,439 
.9.479 
6,427 

48,944 
79, 412 

106,428 1937 
22,082 
64,669 

521 
s 1,'225 

761 
740 
896 

1,084 

10,279 
22,-178 
11, 614 
8,359 
6,-355-
4,224 

* 46,822 
53, 303 
45, 956 

3,063 
6,312 
2,673 

559 
l,-899 
1,452 
1, 382 
3, 131 
4, 719 

13,342 
28, 490 
14,187 
9,439 
.9.479 
6,427 

48,944 
79, 412 

106,428 

Total 

22,082 
64,669 

521 
s 1,'225 

761 
740 
896 

1,084 

10,279 
22,-178 
11, 614 
8,359 
6,-355-
4,224 

* 46,822 
53, 303 
45, 956 

3,063 
6,312 
2,673 

559 
l,-899 
1,452 
1, 382 
3, 131 
4, 719 

13,342 
28, 490 
14,187 
9,439 
.9.479 
6,427 

48,944 
79, 412 

106,428 

Total 15,028 226, 236 40,319 312, 240 35, 935 629, 768 15,028 226, 236 40,319 312, 240 35, 935 629, 768 

' Interim period, September-December 1929. 
«Known as the Twelve, 1933 and thereafter. 
< Introduction of One-twenty, also known as Standard Eight. 

In addition to its passenger cars, Packard produced and sold 43,424 
trucks. In 1938 registrations of new Packards totaled 49,163 units. 

The policy of Packard Co. of not making radical annual model 
changes is evidenced in statements contained in annual reports to 
stockholders. The annual report for 1914 states that "we believe 
that the Packard car as it has crystalized will be made in substantially 
its present type indefinitely." In the annual report for 1936y reference 
is again made to this early prediction and its fulfillmeint, when it 
states that' "the basic character" line's df /Packard radiatdi- 'sthd "Bormet 
design, originally conceived more than 30 years ago, and refined to 
harmonize with modern tendencies in motorcar design, conthiues to 
identify every Packard as a Packard." I t adds that this far-sighted 
policy has protected owners of Packard cars against depreciation 
resulting from style obsolescence. Probably other important con
siderations were sa-vings in cost of production, and in establishing 
consumer goodwill. Annual model changes involve hea-vy expendi
tures that are particularly burdensome for cars seUing in moderate 
volume. 

In 1935 Packard introduced an eight-cylinder car known as the 
One-twenty which was to first brmg the Packard car into the lower 
price classes and, in 1936, it introduced a six-cylinder car to sell at 
prices competitive with others manufacturing in still lower-prioe 
brackets. 

The reason for this action is explained in the following excerpt from 
the annual report to stockholders for the year 1934, wherein is stated: 

I t is -well known that the demand for automobiles has been increasingly for 
those in the lo-wer price bracliets. This is a movement that has continued 
unbheclied through the depression years. I t has been a serious handicap to manu
facturers of high-priced fine-quality cars. This classification is usuaUy considered 
to include all cars having a list price of $2,000 and over. I t is the price class in 
which 'we have been operating with our three lines of cars—the Eight, the Super 
Eight, and the Twelve. In this fine-car class during the year 1934 Packard 
continued not only to hold its high prestige but sold a greater percentage of all the 
high-priced business available than in any previous year. In 1933 we secured 
38.4 percent of all high-price business available. In 1934 this rose to 42,7 percent. 

But the sales available to all manufacturers in this field continued to decline 
through the. year •with the result that the volume available to us was less than in 
the preceding year. The popularity of fine cars is probably as great as ever 
* * * but fewer people feel they can afford to buy them in these times. 

In -view of existing conditions your directors decided more than a year ago to 
add a completely new line of Packard cars to sell in the $1,000 price class. 
* * * I t was decided to caU this new line of cars the Packard One-twenty, 
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In 1935 the price of the One-twenty ranged from $980 to $1,095, 
but with the further addition of a cheaper six-cylinder car in 1935 
with prices ranging from $895 to $1,010, the prices of the One-
twenty were increased from $1,065 to $1,985, all f. o. b. factory. 

Plants.-—The sole manufacturing plant in the United States is 
located at Detroit, Mich., at the intersection of Belt Line Railroad 
and East Grand Boulevard. I t is modernly equipped with facilities 
for 'casting, drop forging, heat treating, body building, and parts 
machining and assembling. The company operates its own foundry 
and forge shops, as well as a complete stamping di-vision. All bodies, 
except a limited number of custom types, are produced in the Packard-
factory. The coinpany also manufactures and assembles most of the 
chassis parts, including such important items as motor, clutch, trans
mission, and rear axle. The more important articles purchased out
side include, such items as the frames, upholstery materials, wheels, 
thes, batteries, generators, starter motors, sheet metal, iron, and steel. 

In addition, the company operates one leased manufacturing plant 
in Canada, This plant, which is operated through its subsidiary, 
Packard Motor Car Co. of Canada, Ltd., is located at East "Windsor, 
Ontario, in close pro.ximity to Detroit. 

Only Packard Six and One-twenty cars are fabricated in the Cana
dian plant. I t assembles the chassis and certain parts thereof, such 
as motor, transmission, and rear axle and also builds its own bodies. 
The Canadian plant receives from Detroit such items as stampings 
and chassis parts which are produced in the Detroit plant, and other 
items such as frames, etc., which are shipped directly from United 
States suppliers. The Canadian plant also purchases a considerable 
amount of material in Canada, such as upholsterj^ material, tires, 
wheels, batteries, etc. 

Investments, profits, and rates of -return—domestic manmfacture.—The 
investments, profits, and rates of return herein referred to reflect 
operations only of Packard Motor Car Co. (Michigan) as a parent 
company after excluding therefrom the investments in and income 
from all subsidiary companies. They further exclude from the opera
tions of the parent company the investments in and income derived 
from the Detroit selling branch which, though a part of the corporate 
structure of the parent company, is segregated and treated with other 
separately incorporated selling subsidiaries. More specifically, i t 
might be said that these data cover, operations only of the Detroit 
manufacturing plant as that plant, together with the Detroit selling 
branch, constitutes the parent company. 

A summary of the investments, profits, and rates of return is pre
sented in table 98. In this statement the investments are presented 
on two bases; namely, total average investment employed and: total, 
average investment in the motor-vehicle business, the latter after 
exclusion of outside investments. The investments and profits shown 
in this table are as revised by the Commission's accountants. 

The total average investment employed consists of the par and the 
stated value, successively, of common stock (there was no preferred 
stock outstanding durmg the period covered), the unappropriated 
•earned surplus, surplus reserves, reserve for Federal and State income-
tax payments, and borrowed money. There were no bonds outstand
ing during the period imder review nor has the compa.ny had any 
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obligations for moneys actually borrowed. However, in determining 
the total investment, deposits received from distributors and held by 
the company have been treated as borrowed money. 

The returns on stocldiolders' investment were consistently slightly 
higher than those on total investment, both hi income and deficit 
years. They have difl'ered only to the extent of a fraction of 1 per
cent in any year of the period. These slight differences in the return 
are accounted for by the fact that borrowed money, which measures 
the difference in the two bases, was small in rela-tion to the total 
investment and, therefore, its elimination had little effect on the 
resulting return after exclusion. Borrowed money consists of dis
tributors' deposits held by the company and on which an interest 
rate of 5 percent to 1933 and 4 percent thereafter was paid. Because 
of the slight difi'erences in return computed on these two bases, data 
on stockholders' investment has not been included in table 98. 

Investment in the motor-vehicle business represents the average 
investment employed less investments in securities of other companies. 
Outside operations and properties not used in th.e business were not 
deducted for the reasons that their segregation was impracticable and 
they constituted a minor portion of the total mvestment. 

The outside operations consist of the development and manufacture 
of Diesel type marine and airplane motors. A mesaurement of the 
relative importance of outside operations may be had from the state
ment that the aggregate sales of outside products over the period 
1929 to 1937, inclusive, amounted to less than three-tenths of 1 
percent of the total sales. 

Properties not used in the business consist of a boathouse, a farm 
at Milford, Mich., and land and the residences thereon. No segrega
tion was ever made by the company of the land and improvements 
or of the values of the portions later used and the portion unused and 
because of the negligible amoimt involved, these investments have 
been permitted to remain hi the investment as used and the income 
derived therefrom has not been eliminated from total income. 

The average of the investment as i t appears in the revised balance 
sheet at the beginning and end of each year was used in determining 
the yearly average investment in all items except outside investments. 
Average outside investments were arrived at on the basis of the bal
ances outstanding at the end of each month of the year. 

The reserves for Federal and State income taxes are included as a 
part of investment iu order to relate the investment to the income 
used—that accruing before pro-vision for income taxes. The unused 
portion of the pro-sdsions are therefore, in effect, still a part of surplus 
and the reserve for Federal and State income taxes has been treated 
as a surplus reserve. 
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TABLE 98,—Packard Motor Car Co.—Investments, profits, and rates of return on the 

investment applying to domestic manufacture, 1927 to 1937, inclusive 

Tota l average 
investment 

Average invest
ment i n motor-

vehicle busi
ness 

Fiscal years,-ended Aug . 31— 
1927... $42,843,772 

47,518,191 
64, 337,994 
64,300,208 

60,977, 709 
45, 530, 607 
38, 566,996 
36,256, 682 
33, 279, 841 
30,988, 310 
32,138,901 
31,889,718 

$31,211,954 
32,984,207 
37, 852, 094 
38, 716, 542 

38,435,249 
32,903,772 
29, 680, 880 
25, 354, 500 
22, 409, 784 
26,420,930 
24, 713, 540 
25, 883, 049 

1928 : . 
$42,843,772 
47,518,191 
64, 337,994 
64,300,208 

60,977, 709 
45, 530, 607 
38, 566,996 
36,256, 682 
33, 279, 841 
30,988, 310 
32,138,901 
31,889,718 

$31,211,954 
32,984,207 
37, 852, 094 
38, 716, 542 

38,435,249 
32,903,772 
29, 680, 880 
25, 354, 500 
22, 409, 784 
26,420,930 
24, 713, 540 
25, 883, 049 

192:9 

$42,843,772 
47,518,191 
64, 337,994 
64,300,208 

60,977, 709 
45, 530, 607 
38, 566,996 
36,256, 682 
33, 279, 841 
30,988, 310 
32,138,901 
31,889,718 

$31,211,954 
32,984,207 
37, 852, 094 
38, 716, 542 

38,435,249 
32,903,772 
29, 680, 880 
25, 354, 500 
22, 409, 784 
26,420,930 
24, 713, 540 
25, 883, 049 

September-December 1929, inclusive 

$42,843,772 
47,518,191 
64, 337,994 
64,300,208 

60,977, 709 
45, 530, 607 
38, 566,996 
36,256, 682 
33, 279, 841 
30,988, 310 
32,138,901 
31,889,718 

$31,211,954 
32,984,207 
37, 852, 094 
38, 716, 542 

38,435,249 
32,903,772 
29, 680, 880 
25, 354, 500 
22, 409, 784 
26,420,930 
24, 713, 540 
25, 883, 049 

Calendar years ended Dee. 31— 
1930 

$42,843,772 
47,518,191 
64, 337,994 
64,300,208 

60,977, 709 
45, 530, 607 
38, 566,996 
36,256, 682 
33, 279, 841 
30,988, 310 
32,138,901 
31,889,718 

$31,211,954 
32,984,207 
37, 852, 094 
38, 716, 542 

38,435,249 
32,903,772 
29, 680, 880 
25, 354, 500 
22, 409, 784 
26,420,930 
24, 713, 540 
25, 883, 049 

1931 . . 

$42,843,772 
47,518,191 
64, 337,994 
64,300,208 

60,977, 709 
45, 530, 607 
38, 566,996 
36,256, 682 
33, 279, 841 
30,988, 310 
32,138,901 
31,889,718 

$31,211,954 
32,984,207 
37, 852, 094 
38, 716, 542 

38,435,249 
32,903,772 
29, 680, 880 
25, 354, 500 
22, 409, 784 
26,420,930 
24, 713, 540 
25, 883, 049 

1932. 

$42,843,772 
47,518,191 
64, 337,994 
64,300,208 

60,977, 709 
45, 530, 607 
38, 566,996 
36,256, 682 
33, 279, 841 
30,988, 310 
32,138,901 
31,889,718 

$31,211,954 
32,984,207 
37, 852, 094 
38, 716, 542 

38,435,249 
32,903,772 
29, 680, 880 
25, 354, 500 
22, 409, 784 
26,420,930 
24, 713, 540 
25, 883, 049 

1933 

$42,843,772 
47,518,191 
64, 337,994 
64,300,208 

60,977, 709 
45, 530, 607 
38, 566,996 
36,256, 682 
33, 279, 841 
30,988, 310 
32,138,901 
31,889,718 

$31,211,954 
32,984,207 
37, 852, 094 
38, 716, 542 

38,435,249 
32,903,772 
29, 680, 880 
25, 354, 500 
22, 409, 784 
26,420,930 
24, 713, 540 
25, 883, 049 

1934 _ 

$42,843,772 
47,518,191 
64, 337,994 
64,300,208 

60,977, 709 
45, 530, 607 
38, 566,996 
36,256, 682 
33, 279, 841 
30,988, 310 
32,138,901 
31,889,718 

$31,211,954 
32,984,207 
37, 852, 094 
38, 716, 542 

38,435,249 
32,903,772 
29, 680, 880 
25, 354, 500 
22, 409, 784 
26,420,930 
24, 713, 540 
25, 883, 049 

1935 , 

$42,843,772 
47,518,191 
64, 337,994 
64,300,208 

60,977, 709 
45, 530, 607 
38, 566,996 
36,256, 682 
33, 279, 841 
30,988, 310 
32,138,901 
31,889,718 

$31,211,954 
32,984,207 
37, 852, 094 
38, 716, 542 

38,435,249 
32,903,772 
29, 680, 880 
25, 354, 500 
22, 409, 784 
26,420,930 
24, 713, 540 
25, 883, 049 

1936.. . . . 

$42,843,772 
47,518,191 
64, 337,994 
64,300,208 

60,977, 709 
45, 530, 607 
38, 566,996 
36,256, 682 
33, 279, 841 
30,988, 310 
32,138,901 
31,889,718 

$31,211,954 
32,984,207 
37, 852, 094 
38, 716, 542 

38,435,249 
32,903,772 
29, 680, 880 
25, 354, 500 
22, 409, 784 
26,420,930 
24, 713, 540 
25, 883, 049 1937 

$42,843,772 
47,518,191 
64, 337,994 
64,300,208 

60,977, 709 
45, 530, 607 
38, 566,996 
36,256, 682 
33, 279, 841 
30,988, 310 
32,138,901 
31,889,718 

$31,211,954 
32,984,207 
37, 852, 094 
38, 716, 542 

38,435,249 
32,903,772 
29, 680, 880 
25, 354, 500 
22, 409, 784 
26,420,930 
24, 713, 540 
25, 883, 049 

l l -year average 

$42,843,772 
47,518,191 
64, 337,994 
64,300,208 

60,977, 709 
45, 530, 607 
38, 566,996 
36,256, 682 
33, 279, 841 
30,988, 310 
32,138,901 
31,889,718 

$31,211,954 
32,984,207 
37, 852, 094 
38, 716, 542 

38,435,249 
32,903,772 
29, 680, 880 
25, 354, 500 
22, 409, 784 
26,420,930 
24, 713, 540 
25, 883, 049 

l l -year average 1 40, 393, 428 1 29, 704.633 1 40, 393, 428 1 29, 704.633 

Net income 
before interest 

and Income 
taxes 

Net income 
f rom motor-
vebiele busi
ness before 
interest and 

income taxes 

Fiscal years ended Aug. 31— 
1927. . 811,607,952 

22, 123, 375 
25, 238, 669 

5,119, ,562 

10,605,539 
! 1,15,5, 253 
! 4, 830, 070 

562, 617 
2 6, 212,158 

2, (151, 773 
7, 602, 226 
3,112, 257 

$11,117,772 
21,642,373 
24,537,304 
4,8E8,922 

10,198,998 
! 1,690, 868 
1,5,116, 781 

275, 846 
2 6,630,910 

1,915, 682 
7, 327, 329 
2, 983, ,530 

1928 
811,607,952 

22, 123, 375 
25, 238, 669 

5,119, ,562 

10,605,539 
! 1,15,5, 253 
! 4, 830, 070 

562, 617 
2 6, 212,158 

2, (151, 773 
7, 602, 226 
3,112, 257 

$11,117,772 
21,642,373 
24,537,304 
4,8E8,922 

10,198,998 
! 1,690, 868 
1,5,116, 781 

275, 846 
2 6,630,910 

1,915, 682 
7, 327, 329 
2, 983, ,530 

1929 

811,607,952 
22, 123, 375 
25, 238, 669 

5,119, ,562 

10,605,539 
! 1,15,5, 253 
! 4, 830, 070 

562, 617 
2 6, 212,158 

2, (151, 773 
7, 602, 226 
3,112, 257 

$11,117,772 
21,642,373 
24,537,304 
4,8E8,922 

10,198,998 
! 1,690, 868 
1,5,116, 781 

275, 846 
2 6,630,910 

1,915, 682 
7, 327, 329 
2, 983, ,530 

September-December 1929, mclusive 

811,607,952 
22, 123, 375 
25, 238, 669 

5,119, ,562 

10,605,539 
! 1,15,5, 253 
! 4, 830, 070 

562, 617 
2 6, 212,158 

2, (151, 773 
7, 602, 226 
3,112, 257 

$11,117,772 
21,642,373 
24,537,304 
4,8E8,922 

10,198,998 
! 1,690, 868 
1,5,116, 781 

275, 846 
2 6,630,910 

1,915, 682 
7, 327, 329 
2, 983, ,530 

Cnlendar years ended Dec. 31— - -
1930 . 

811,607,952 
22, 123, 375 
25, 238, 669 

5,119, ,562 

10,605,539 
! 1,15,5, 253 
! 4, 830, 070 

562, 617 
2 6, 212,158 

2, (151, 773 
7, 602, 226 
3,112, 257 

$11,117,772 
21,642,373 
24,537,304 
4,8E8,922 

10,198,998 
! 1,690, 868 
1,5,116, 781 

275, 846 
2 6,630,910 

1,915, 682 
7, 327, 329 
2, 983, ,530 

811,607,952 
22, 123, 375 
25, 238, 669 

5,119, ,562 

10,605,539 
! 1,15,5, 253 
! 4, 830, 070 

562, 617 
2 6, 212,158 

2, (151, 773 
7, 602, 226 
3,112, 257 

$11,117,772 
21,642,373 
24,537,304 
4,8E8,922 

10,198,998 
! 1,690, 868 
1,5,116, 781 

275, 846 
2 6,630,910 

1,915, 682 
7, 327, 329 
2, 983, ,530 

1932.. . 

811,607,952 
22, 123, 375 
25, 238, 669 

5,119, ,562 

10,605,539 
! 1,15,5, 253 
! 4, 830, 070 

562, 617 
2 6, 212,158 

2, (151, 773 
7, 602, 226 
3,112, 257 

$11,117,772 
21,642,373 
24,537,304 
4,8E8,922 

10,198,998 
! 1,690, 868 
1,5,116, 781 

275, 846 
2 6,630,910 

1,915, 682 
7, 327, 329 
2, 983, ,530 

1933. 

811,607,952 
22, 123, 375 
25, 238, 669 

5,119, ,562 

10,605,539 
! 1,15,5, 253 
! 4, 830, 070 

562, 617 
2 6, 212,158 

2, (151, 773 
7, 602, 226 
3,112, 257 

$11,117,772 
21,642,373 
24,537,304 
4,8E8,922 

10,198,998 
! 1,690, 868 
1,5,116, 781 

275, 846 
2 6,630,910 

1,915, 682 
7, 327, 329 
2, 983, ,530 

1934 

811,607,952 
22, 123, 375 
25, 238, 669 

5,119, ,562 

10,605,539 
! 1,15,5, 253 
! 4, 830, 070 

562, 617 
2 6, 212,158 

2, (151, 773 
7, 602, 226 
3,112, 257 

$11,117,772 
21,642,373 
24,537,304 
4,8E8,922 

10,198,998 
! 1,690, 868 
1,5,116, 781 

275, 846 
2 6,630,910 

1,915, 682 
7, 327, 329 
2, 983, ,530 

1935 

811,607,952 
22, 123, 375 
25, 238, 669 

5,119, ,562 

10,605,539 
! 1,15,5, 253 
! 4, 830, 070 

562, 617 
2 6, 212,158 

2, (151, 773 
7, 602, 226 
3,112, 257 

$11,117,772 
21,642,373 
24,537,304 
4,8E8,922 

10,198,998 
! 1,690, 868 
1,5,116, 781 

275, 846 
2 6,630,910 

1,915, 682 
7, 327, 329 
2, 983, ,530 

1936 

811,607,952 
22, 123, 375 
25, 238, 669 

5,119, ,562 

10,605,539 
! 1,15,5, 253 
! 4, 830, 070 

562, 617 
2 6, 212,158 

2, (151, 773 
7, 602, 226 
3,112, 257 

$11,117,772 
21,642,373 
24,537,304 
4,8E8,922 

10,198,998 
! 1,690, 868 
1,5,116, 781 

275, 846 
2 6,630,910 

1,915, 682 
7, 327, 329 
2, 983, ,530 1937 

811,607,952 
22, 123, 375 
25, 238, 669 

5,119, ,562 

10,605,539 
! 1,15,5, 253 
! 4, 830, 070 

562, 617 
2 6, 212,158 

2, (151, 773 
7, 602, 226 
3,112, 257 

$11,117,772 
21,642,373 
24,537,304 
4,8E8,922 

10,198,998 
! 1,690, 868 
1,5,116, 781 

275, 846 
2 6,630,910 

1,915, 682 
7, 327, 329 
2, 983, ,530 

Average per year , 

811,607,952 
22, 123, 375 
25, 238, 669 

5,119, ,562 

10,605,539 
! 1,15,5, 253 
! 4, 830, 070 

562, 617 
2 6, 212,158 

2, (151, 773 
7, 602, 226 
3,112, 257 

$11,117,772 
21,642,373 
24,537,304 
4,8E8,922 

10,198,998 
! 1,690, 868 
1,5,116, 781 

275, 846 
2 6,630,910 

1,915, 682 
7, 327, 329 
2, 983, ,530 

Average per year , 6, 677,779 0,313,166 

PercoDl Percent 

Fiscal years ended Aug . 31— 
1927 27.09 

46. 56 
46.45 
9.43 

20. 80 
2 2. 64 

2 12. 64 
1.52 

> 18. 
6. 62 

23. 34 
9. 76 

35, 62 
65.61 
64.82 
12.63 

26. 53 
2,5.14 

217. 30 
1.09 

2 29. 14 
7. 54 

29. 65 
11. 63 

1928 .-. 
27.09 
46. 56 
46.45 
9.43 

20. 80 
2 2. 64 

2 12. 64 
1.52 

> 18. 
6. 62 

23. 34 
9. 76 

35, 62 
65.61 
64.82 
12.63 

26. 53 
2,5.14 

217. 30 
1.09 

2 29. 14 
7. 54 

29. 65 
11. 63 

1929.. 

27.09 
46. 56 
46.45 
9.43 

20. 80 
2 2. 64 

2 12. 64 
1.52 

> 18. 
6. 62 

23. 34 
9. 76 

35, 62 
65.61 
64.82 
12.63 

26. 53 
2,5.14 

217. 30 
1.09 

2 29. 14 
7. 54 

29. 65 
11. 63 

Seplcmbor-December 1929, inclusive . . . . . 

27.09 
46. 56 
46.45 
9.43 

20. 80 
2 2. 64 

2 12. 64 
1.52 

> 18. 
6. 62 

23. 34 
9. 76 

35, 62 
65.61 
64.82 
12.63 

26. 53 
2,5.14 

217. 30 
1.09 

2 29. 14 
7. 54 

29. 65 
11. 63 

Calendar year ended Deo, 31— 
1930.. , 

27.09 
46. 56 
46.45 
9.43 

20. 80 
2 2. 64 

2 12. 64 
1.52 

> 18. 
6. 62 

23. 34 
9. 76 

35, 62 
65.61 
64.82 
12.63 

26. 53 
2,5.14 

217. 30 
1.09 

2 29. 14 
7. 54 

29. 65 
11. 63 

1931 . 

27.09 
46. 56 
46.45 
9.43 

20. 80 
2 2. 64 

2 12. 64 
1.52 

> 18. 
6. 62 

23. 34 
9. 76 

35, 62 
65.61 
64.82 
12.63 

26. 53 
2,5.14 

217. 30 
1.09 

2 29. 14 
7. 54 

29. 65 
11. 63 

1932 . 

27.09 
46. 56 
46.45 
9.43 

20. 80 
2 2. 64 

2 12. 64 
1.52 

> 18. 
6. 62 

23. 34 
9. 76 

35, 62 
65.61 
64.82 
12.63 

26. 53 
2,5.14 

217. 30 
1.09 

2 29. 14 
7. 54 

29. 65 
11. 63 

193,1 

27.09 
46. 56 
46.45 
9.43 

20. 80 
2 2. 64 

2 12. 64 
1.52 

> 18. 
6. 62 

23. 34 
9. 76 

35, 62 
65.61 
64.82 
12.63 

26. 53 
2,5.14 

217. 30 
1.09 

2 29. 14 
7. 54 

29. 65 
11. 63 

1931 

27.09 
46. 56 
46.45 
9.43 

20. 80 
2 2. 64 

2 12. 64 
1.52 

> 18. 
6. 62 

23. 34 
9. 76 

35, 62 
65.61 
64.82 
12.63 

26. 53 
2,5.14 

217. 30 
1.09 

2 29. 14 
7. 54 

29. 65 
11. 63 

1935 . . . 

27.09 
46. 56 
46.45 
9.43 

20. 80 
2 2. 64 

2 12. 64 
1.52 

> 18. 
6. 62 

23. 34 
9. 76 

35, 62 
65.61 
64.82 
12.63 

26. 53 
2,5.14 

217. 30 
1.09 

2 29. 14 
7. 54 

29. 65 
11. 63 

1936. 

27.09 
46. 56 
46.45 
9.43 

20. 80 
2 2. 64 

2 12. 64 
1.52 

> 18. 
6. 62 

23. 34 
9. 76 

35, 62 
65.61 
64.82 
12.63 

26. 53 
2,5.14 

217. 30 
1.09 

2 29. 14 
7. 54 

29. 65 
11. 63 1937. 

27.09 
46. 56 
46.45 
9.43 

20. 80 
2 2. 64 

2 12. 64 
1.52 

> 18. 
6. 62 

23. 34 
9. 76 

35, 62 
65.61 
64.82 
12.63 

26. 53 
2,5.14 

217. 30 
1.09 

2 29. 14 
7. 54 

29. 65 
11. 63 

10. 53 21. 26 10. 53 21. 26 

' Excluding inlerim period September-December, inclusive, 1929, ' Indicates loss. 

Trends of rates of return.—-Again referring to table 98, the rates of 
return on the two bases of investment are shown to have varied 
greatly from year to year. These variations result naturallj'' from 
fluctuations in the amount of income which has varied from the max
imum profit of approximately $25,000,000 in 1929 to the maximum 
loss of approximately $6,000,000 m 1934. 

The results durhig the period may be generally classified in three 
groups, namely, the profit years 1927 to 1930, inclusive, the loss or 
negligible profit years 1931 to 1934, inclusive, and the profit years 
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1935 to 1937, mclusive. The average rate of return on the total 
investment for the entire ll-year period is shown to have been 16.53 
percent. This rate, however, is the composite of rates of return in 
each of the years varying from a ma-ximum profit of 46.56 percent in 
1929 to a maximum loss of 18,76 percent in 1934. 

The profit of 27.09 percent iu 1927 was increased to 46,56 percent 
in 1928". Thereafter the profit showed successive decreases to 46.45 
percent in 1929 and to 20,80 percent in 1930. The year 1931 recorded 
the first loss in the period under review, when operations resulted in 
a loss of 2.54 percent. -

The loss was increased to 12.54 percent in 1932. The period of 
adverse results continued through the years 1933 and 1934. Though 
a profit was realized i n 1933 it amounted to but 1,52 percent. The 
year 1934 records the greatest loss during the period, when it amounted 
to 18.76 percent. 

The operations again sho-vred a profit in 1935, when the rate of 
return was 6.62 percent of the total investment. The profit was 
materially increased in T936, when the rate of return reached 23.34 
percent. The profit in 1935 and its material increase in 1936 were 
coincidental with the introduction of the Packard One-twenty and 
Packard Six cars in the lower price groups and this no doubt was a 
factor in the increased profits. Sales increased from $14,000,000 in 
1934 to"$50,000,000 in 1935, and to $74,000,000 m 1936; and in 1935 
and 1936 the total number of the lower-priced cars sold represented 
96 and 95 percents, respectively, of the total number sold. In 1937 
the rate of return dropped to 9.76 percent, even though the sales 
increased to approximately $96,000,000 from the approximately 
$74,000,000 in 1936. 

Comparison of rates of -return on the two bases of investment.—^̂ As 
shown in the preceding table, tbe rate of return on the total average 
investment in all domestic manufacturing operations for the ll-year 
period was 16.53 percent. The return on investment in the motor-
vehicle business for the period was 21.25 percent, or 4.72 points in 
.excess of that on the total investment-

The average investment in the motor-vehicle business, which 
hicludes borrowed money but excludes outside investments and the 
income derived therefrom, shows a uniformly greater percentage of 
profit or loss in comparison -with the return on total investment in 
each year throughout the period, with the single exception of the low 
profit year 1933. This greater return is caused largely from the lesser 
mvestment in the motor-vehicle business resulting from its reduction 
by the large amount of outside investments and the corresponding 
disproportionate reduction in income due to the low rates of interest 
on the outside investments. ' 

Outside investments include a comparatively small amount of 
stocks and bonds of other companies upon which the income was 
negligible, and the large amounts of marketable securities consisting 
of United States Government, State, county, and city securities upon 
.which, in part, interest has been defaulted and upon which, in the 
• larger amounts of United States Government securities, the interest 
rates ranged from IK to 2% percent. 

A more detailed statement of investments on the three bases for the 
years 1927 to 1937, inclusive, and showing the amounts of each of the 

•items forming a part of the aggregate investments used in table 98 
on page 753, is presented as table 99 following: 



TABLE 09.-^Packard Motor Car Co.—Summary of investments applying to'domestic manufacture, 1927 to 19S7, inclusive 

Aug. 31, . 
1927 

Aug. 31, 
. 1928 

Aug, 31, , 
1920 

.Dec, 31, 
1929 

Deo. 31, 
1930. 

Deo. 31, 
.. 1931 

• Dec. 31, 
1932 

DeC: 31, 
1933 

Dec. 31, 
1934 

Deo. 31, 
1035 

Dec. 31, 
1936 

Dec, 31, 
1937 

Common stock 
Earned surplus 
Surplus reserves: 

Keserve for tool commitments model 
120... 

$30,042,640 
18, 712,372 

$30,042, 640 
26, 707, 691 

$40, 021, 320 
• 24, 761,787 

$50,000,000 
17,344,626 

$50, 000,000 
16,236,876 

$50)000,000 
10,049,948 

$45,000,000 
6, 810,107 

$40,000,000 
8, 688, 576 

$10,000,00b 
6, 20a, 619 

599, 367 
1, 250,000 

382,467 

$35, 000, 000 
8,271, 947 

699, 367 
1,250, 000 

93,226 

$30,000,000 
15, 083, 317 

$30,000,000 
14,889,064 

Reserve for contmgencies 
Eeserve for adjustment of securities 

877,006 289, 283 . 200,240 110,160 376,000 1,000,000 

325,000 
83,600 

715,079 

1,750,000 

565,609 

1, 750,000 

568,338 

$10,000,00b 
6, 20a, 619 

599, 367 
1, 250,000 

382,467 

$35, 000, 000 
8,271, 947 

699, 367 
1,250, 000 

93,226 

1, 250,000 

60,868 

1,250, poo 

128,760 
Ee^erve-for special compensation 
Eeserve for Federal and State in

come taxes, „. 

620,698 

1,687,008 

619,132 

2,050,744 

765, 245 

2, 795,000 

610, 641 

2, 843, 063 

197, 415 

2,103,141 

1,000,000 

325,000 
83,600 

715,079 

1,750,000 

565,609 

1, 750,000 

568,338 

$10,000,00b 
6, 20a, 619 

599, 367 
1, 250,000 

382,467 

$35, 000, 000 
8,271, 947 

699, 367 
1,250, 000 

93,226 

1, 250,000 

60,868 

1,250, poo 

128,760 
Ee^erve-for special compensation 
Eeserve for Federal and State in

come taxes, „. 

620,698 

1,687,008 

619,132 

2,050,744 

765, 245 

2, 795,000 

610, 641 

2, 843, 063 

197, 415 

2,103,141 

1,000,000 

325,000 
83,600 

715,079 676, 779 841,746 

Less: Investments in subsidiary com
panies . . . . . . _. 

Stockholders' average total invest
ment. 

Add: Borrowed money (distributors 
deposit's) 

.̂ .verage total investment 

Deduct: Average outside investments: 
Marketable securities (monthly 

average) 
Investments in other companies 

(yearly average). . 
Mortgages and land contracts re

ceivable (monlhly average) 

620,698 

1,687,008 

619,132 

2,050,744 

765, 245 

2, 795,000 

610, 641 

2, 843, 063 

197, 415 

2,103,141 

1,000,000 

325,000 
83,600 

715,079 676, 779 841,746 

Less: Investments in subsidiary com
panies . . . . . . _. 

Stockholders' average total invest
ment. 

Add: Borrowed money (distributors 
deposit's) 

.̂ .verage total investment 

Deduct: Average outside investments: 
Marketable securities (monthly 

average) 
Investments in other companies 

(yearly average). . 
Mortgages and land contracts re

ceivable (monlhly average) 

61,739, 724 

9,129,202 

53, 715,490 

i l , 443, 820 

68, 543, 592 

14, 456, 626 

70,808,389 

16,756,963 

67,911,432 

17; 177,498 

62,172, 527 

16,809,210 

64,116,016 

15, 751,120 

50, 996, 914 

14, 893, 422 

47,628,343 

14,367,457 

45, 214, 539 

14, 343,559 

46, 970, 964 

14, 95'3, 978 

47,109, 570 

16, 342, 752 
Less: Investments in subsidiary com

panies . . . . . . _. 

Stockholders' average total invest
ment. 

Add: Borrowed money (distributors 
deposit's) 

.̂ .verage total investment 

Deduct: Average outside investments: 
Marketable securities (monthly 

average) 
Investments in other companies 

(yearly average). . 
Mortgages and land contracts re

ceivable (monlhly average) 

42, 610, 522 

233,250 

47, 271, 670 

246, 621 

64,087, 966 

250,028 

54,051,426 

2.19,282 

50, 733, 934 

243, 775 

50,977,709 

45,303, 317 

227,260 

38,304,896 

201,100 

36,103, 492 

153,190 

33, 160, 886 

118, 955 

30, 870, 980 

117, 330 

32,016,980 

121,916 

31, 760, 818 

122, 900 

Less: Investments in subsidiary com
panies . . . . . . _. 

Stockholders' average total invest
ment. 

Add: Borrowed money (distributors 
deposit's) 

.̂ .verage total investment 

Deduct: Average outside investments: 
Marketable securities (monthly 

average) 
Investments in other companies 

(yearly average). . 
Mortgages and land contracts re

ceivable (monlhly average) 

42, 843, 772 47, 618,191 . 64, 337, 994 54,300, 708 

50, 733, 934 

243, 775 

50,977,709 46, 530, 567 38, 665,996 30, 250, 682 33, 279, 841 30, 988, 310 32, 138,901 31, 889, 718 

Less: Investments in subsidiary com
panies . . . . . . _. 

Stockholders' average total invest
ment. 

Add: Borrowed money (distributors 
deposit's) 

.̂ .verage total investment 

Deduct: Average outside investments: 
Marketable securities (monthly 

average) 
Investments in other companies 

(yearly average). . 
Mortgages and land contracts re

ceivable (monlhly average) 

10, 310, 052 

178, 454 

1,143, 312 

13,220,987 

162,730 

1,160,267 

15, 292, 542 

125, 608 

1,067,850 

14, 420,248 

109,758 

1,054,160 

11, 827, 476 

89,768 

624,226 

12,634,070 

73,633 

19,092 

8,916,904 

60,333 

7,879 

10, 793, 767 

108,415 

10,767,544 

112, 513 

5,607,611 

. 69,869 

7,369,218 

66,143 

5,959,192 

47, 477 

Average total outside investments. 

Average investment in motor-
vehiole business.- . . . 

10, 310, 052 

178, 454 

1,143, 312 

13,220,987 

162,730 

1,160,267 

15, 292, 542 

125, 608 

1,067,850 

14, 420,248 

109,758 

1,054,160 

11, 827, 476 

89,768 

624,226 

12,634,070 

73,633 

19,092 

8,916,904 

60,333 

7,879 

Average total outside investments. 

Average investment in motor-
vehiole business.- . . . 

11,631,818 14, 533,984 16,485,900 16,584,106 12,641,460 12, 626, 795 8,985,116 10, 002,182 10,870,067 5, 507,380 7,425,361 6,006, 669 Average total outside investments. 

Average investment in motor-
vehiole business.- . . . 31,211,954 32,984,207 37,852,094 38, 716, 542 38,436,249 32, 903, 772 29, 680,880 26, 354, 500 22,409, 784 26, 420, 930 24,713,640 25,883,049 
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I t should be noted that the figures in this statement are the result 
of averaging the amounts of each item at the begimiing and end of 
each year and, in the case of outside investments, the average of 
monthlj^ balances. Therefore the explanations of causes of changes 
to be presented following wilk not reconcile to the figures in the state
ment but will ..explain the changes in the basic figures which result in 
these averages. 

The common stock is shown to have increased from $30,000,000 to 
$50,000,000 and then to have decreased to $40,000,000 and to $30,-
000,000. These constitute changes in capital stock but have no 
effect on the total investment for the reason that all changes in capital 
stock result from capitalization of $20,000,000 of surplus in 1929 and 
from reversing this action in the amount of $10,000,000 in 1932 and 
the remahiing $10,000,000 in 1935. Thus over the entire period these 
changes are ineft'ective and for the individual years they account for 
material changes in capital stock and surplus accounts but have no 
effect on the total investment for the year. 

The material changes in average investment result mainly from 
fluctuations of balances of earned surplus. These fluctuations result 
mainly from the effect on surplus of yearly profit or loss and of dis
tribution of surplus as dividends. To a lesser degree the ayerage in
vestment from year to yea.r is affected by variations ih surplus 
resei'ves and ih ihvestmeiits i l l subsidiary 

The preceding table shows that the average total investment has 
increased from $42,843,000 in 1927 to $54,337,000 at the end of the 
fiscal year 1929. 'Thereafter it has progressively decreased to 1935 
when a low of S30,988,000 for the period is recorded. In 1936 an 
increase to $32,138,000 is noted. The year 1937 records a shgbt de
crease and the average investment at December 31, 1937, amounted 
to $31,889,000. 

This increase to 54 millions in 1929 is largely accounted for by in
crease in earned surplus resulting from profits in the intervening 
years sufficiently large to leave sizable amounts of income to be re
invested in the business after payment of large dividends. In the 
interhn period from September to December 1929, payments of divi
dends in excess of the income for the period tended to reduce the 
surplus and therefore the investment by approximately. $3,800,000 
for the period and had its effect on the average yet the plan of averag
ing tends to equalize the average investment at August 31 and 
December 31, 1929. . . . 

The generally declining average investment from 1930 to 1935, in
clusive, results largely from diminishing earned surplus due to losses 
incurred during 1931, 1932, and 1934 and the small profit reahzed in 
1933 coupled with the further reduction by payment of a di-vidend 
of approximately $7,000,000 in 1931 though a loss was incurred in 
that year. The years 1936 and 1937 show increases in average in
vestment and this coincides with a return of profit years. 

The net profits from domestic manufacture have varied in greater 
proportion than have the average investments, the second factor in 
arri-ving at rate of return. The net profits before interest and provi
sion for Federal and State income taxes amounted to $11,607,000 in 
1927, $22,123,000 in 1928, and $25,238,000 in the fiscal year 1929. Di
minishing yet high retm-ns were maintained during the interim period 
of 1929 when $5,119,000 profit was reahzed for the 4-month period 
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and during 1930 when $10,605,000 was reahzed for the year. There
after, the company sustained losses of $1,155,000 in 1931, $4,835,000 
in 1932, and $6,246,000 in 1934 and realized a profit of but $552,000 
in 1933. Profits of $2,051,000 were reahzed m 1935, $7,497,000 m 
1936, and $3,112,000 in 1937. Thus the spread in income has varied 
from a high of $25,238,000 profit in 1929 to a low of $6,242,000 loss in 
1934 in widely fluctuating amounts from year to .year. During the 
same period the average total investment has varied from a high of 
$54,337,000 in 1929 to a low of $30,988,000 in 1935, in somewhat of a 
general trend up and down. The variations in the rates of return 
may therefore be more attributable to fluctuations in income than to 
changes in investment. 

Volume of sales in relatio-n to capital employed.—Earlier in this re
port the. rates of return on each of two bases of investment have 
been shown together with the yearly mcome and investment forming 
the basis of each of these rates of return. There follows as table 100, 
a statement showing for each of the years 1927 to 1937, inclusive, anci 
for the combined period, the relation of average investment employed 
in the motor-vehicle business to the volume of net sales. 

TABLE 100,—Packard Motor Car Co.—Volume of sales in relation to capital employed 
applying lo domestic manufacture of motor veliicles—1927 to 19S7, inclusive 

Year Average in
vestment Net sales 

Times turn
over of 

capital per 
year 

Ratio of 
net profit 
to sales 

Percent rate 
of return on 
investment 

Aug. 31,1927 
A'ug.'31, 192S-. 
Aug. 31, 1920 
Dee. 31, 1029 (4 months) 
Dec. 31, 1930. 
Dec. 31, 193T.... 
Deo. 31,1932 
Dee. 31, 1933 
Dec. 31, 1934... 
Dec. 31, 1935 
Dec. 31, 1936 
Dec. 31, 1937... 

Average 

$31, 211, 954 
32, 984,. 207 
37,862,094 
38, 716, 642 
38, 436, 249 
32, 903, 772 
29, 580,880 
2,5, 354, 500 
22,409, 784 
26, 420, 930 
24, 713, 540 
25,883,049 

$72, 326, 626 
96,581,802 

108,961,411 
28, 261, 436 
,58,420,128 
30,481,962 
15,788, 087 
19, 406,147 
14,781,494 
50, 835, 261 
74,665,170 
96, 787, 887 

2. 3173 
2.8978 
2. 8786 
,7300 

1.5199 
.0264 
. 6337 
.7677 
.6696 

1. 9997 
3.0212 
3. 7394 

15.37 
22.64 
22. 52 
17.30 
17.46 
1 6. 55 

1 32. 41 
1.42 

1 44. IS 
3. 77 
9.81 
3.08 

36. 62 
65. 61 
64. 82 
12. 63 
26. 63 
1 5.14 

1 17. 30 
1.09 

1 29,14 
7, 54 

29, 65 
11, 53 

2 29, 704, 633 58, 796, 145 1.9794 10.74 21. 26 

' Denotes a loss. 
3 Excladiug interim period September-Deceml.ier 1929. 

This statement shows further the percent relation of net profit to 
sales: and the rate of return on average investment in tbe motor-vehicle 
business. 

In the earlier discussion of rates of return it was pointed out that 
the average investment in the motor-vehicle business for the ll-year 
period embracing the years 1927 to 1937, inclusive, amounted to 
$29,704,633. The preceding table shows that for this same period, 
the average net sales amounted to $58,796,145. Thus, in relation 
one to the other, the volume of sales averaged 1.9794 times the aver
age capital employed. The net profit for the period amounted to 
10,74"'p'erceiit, '6ii the averalge volume of sales. 

The rate of sales volume in relation to capital employed, when 
further related to the percentage of net profit on sales, produces an 
average rate of return of 21.25 on investment. The year 1937 showed 
the greatest sales volume in relation to capital employed, namely, 
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3.7394 times while the year 1932 was lowest with a sales volume 
.5337 times the capital employed. 

Balance sheet.—The balance-sheet statement presented following is 
that of Packard Motor Car Co. (Michigan) as a parent or holding 
company as distinguished from a consolidated statement after exclu
sion of Detroit selling branch and includes the parent company's 
interest in all underlying companies, together with the Detroit selling 
branch, in the form of investment in subsidiary companies. 



TABLE 101. Packard Motor Car Co. {Michigan)—Balance sheet vf company as a holding company as at Aug. 31, 1926 io 1929, inclusive, and 
as at Dec. 31, 1929 io 1937, .inclusive, excluding Detroit selUng branch 

AS.SETS 

At Aug, 31-

1926 1927 1929 

At Dec. 31-

1929 1930 
to 
H 
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o 
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td 
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a 
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Current assets: 
Cash Ln banks and on hand 
Less reserve for foreign exchange.. 

'Total. 

TJ. S. Government securities.... 
Municipal, State, and Canadian bonds.. 

Total 
Less reserve to adjust to market 

Net marketable securiliesl.. 

Accounts receivable 
Accrued interest receivable 

Total 
Less reserve for doubtful accounts. 

Net accounts receivable. 

Notes receivable 
Less reserve for doubtful notes,. 

Net notes receivable 

Inventories 

Total current assets. 

Mortgages and land contracts receivable.. 
Stocks and bonds of other companies 
Less reserve to adjust to market 

Net outside investments 

Cash in closed banlcs 
Less reserve for cash In closed banks.. 

Net cash in closed banks. 

See footnotes at end of table. 

- $4,230,531 $3,078,048 $5,099,733 $5,573,336 3,321,248 $3,158,309 

6,. 300,000 
- C,.453, 760 

7, 200, 000 
4, 726, 747 

8, 420, 782 
6, 226, 250 

7, 598. 703 
6, 286:-.727 

7, 309, 672 
6,150, 049 6, 096, 928 

12, 753, 750 11, 920, 747 14, 647, 032 13.885,430 13,460,321 14,446, 016 

12, 753, 750 11, 926, 747 14, 647, 032 13,886,430 13,400,321 14, 446, 016 

2, 139,093 2, 534, 772 2, 401, 623 2, 176, 677 1, 346, 583 692, 429 

2 82, 615 2 63, 612 2 74, 963 2 03, 904 2 68.079 2 75, E 
2,060,478 2, 471,260 2, 326, 560 2.111,773 1,278, 504 616, 521 

693, 640 246,405 635, 919 547,1 935,807 553, 969 

693, 640 246, 405 535, 919 547, 869 936,807 663, 959 

7,030,8.65 8, 473, 944 8, 608,020 6, 614, 634 4,420, 720 

28,105,046 25,363, 315 31, 083,188 30, 726, 428 25,610,614 23,201, 525 

1,006,086 
102, 704 

1, 187, 574 
194, 203 

1,078,451 
131,267 

1, 068, 420 
119, 758 

1,049, 890 
99, 758 

22,166 
79, 758 

1,167, 790 1,381,777 1,209, 708 1,178,187 1,149, 648 101, 924 

$2,370,583 
2 21, 596 

2,364, 988 

7,996,760 
3,235,904 
11,231,654 
2 050,000 

10,581,664 

445, 289 

2 64, 115 
3S1,174 

486,100 
2 162, 7,52 

323, 408 

4, 158, 609 

17, 790, 833 

13,065 
67, 608 

80, 503 



TABLE..-101. Packard Motor Car Co. {Michigan)—Balance sheet of company as a holding company as at Aug. 31, 1926 to 1929, inclusive, and 
as at Dec. 31, 1929 to 1937, inclusive, excluding Detroit selling branch—Continued ... Q 

ASSETS—Coniinued -

A t A u g . 31— A t Dec. 31— 

1926 , 1927 1928 1929 1929 1930 1931 

(") (»=) $36, 793, 772 
•' 11,187, 412 

$37,422, 111 
! 12, 106, 046 

$34, 584, 477 
2 11,-597, 864 

$32, 999', 104 
2 12, 218 355 

(") (»=) $36, 793, 772 
•' 11,187, 412 

$37,422, 111 
! 12, 106, 046 

$34, 584, 477 
2 11,-597, 864 

$32, 999', 104 
2 12, 218 355 

$36, 793, 772 
•' 11,187, 412 

$37,422, 111 
! 12, 106, 046 

$34, 584, 477 
2 11,-597, 864 

$32, 999', 104 
2 12, 218 355 

,$16, 255, 707 $18, 597, 466 $21, 514, 065 24, 600, 300 25, 266, 409 22, 086, 613 20, 780, 749 

124,144 . 115,692 169,736 222, 395 235, 848 443,677 1 485. !29 

Intercompany items: 
Inveslments in subsidiary companies: 

Total . . 

175,000 
5, 048, 677 
1,873,858 

125,000 
8, 403, 487 
1, 972, 381 

125, 000 
11,031,119 

570, 652 . 

127, 425 
16,227,722 

1, 229, 333 

127, 426 
15, 659, 304 

1, 142, 7)6 

127, 433 
11,422,771 
5,875, 346 

342, 433 
10, 890, 366 
5, OSO, 071 

Intercompany items: 
Inveslments in subsidiary companies: 

Total . . 7, 697, 535 
3, 936,702 

10, 560, 868 i 
3,854, 327 : 

12, 326, 771 
7,015, 563 . 

16, 684, 480 
5, 574, 864 

16, 929,445 
8, 080, 823 

• 17, 125, 650 
6, 500, 146 

16,312,870 
3, 467, 968 

7, 697, 535 
3, 936,702 

10, 560, 868 i 
3,854, 327 : 

12, 326, 771 
7,015, 563 . 

16, 684, 480 
5, 574, 864 

16, 929,445 
8, 080, 823 

• 17, 125, 650 
6, 500, 146 

16,312,870 
3, 467, 968 

11, 633, 237 14,415,195 19,342,334 22,159, 344 25, 010, 268 23, 931, 696 19,780,838 

67, 285,.921 59,863, 444 73, 319, 931 78, 892, 714 77,262, 747 70, 665, 434 58, 927,112 

A t Dec. 31— 
Average 

1932 1933 1934 1935 1930 1937 

Average 

Current assets: 

Less reserve for foreign exchange . 
$2, 361,941 

2 21, 696 
$2,714,612. $1, 887, 999 $2,964, 966 $3,507, 374 $2, 441, 675 $3,331,242 

2 3,323 

T o t a L . . . 2, 340,345 

U . S. Government securities. 
Munic ipa l ; Slate, and Canadian bonds . 

9, 107, 264 
1, 326, 626 

10, 895, 773 
1, 188, 076 

S, 890, 774 
787,138 

7,351, 764 
839, 777 

7, 499, 451 
786,106 

1, 000, 000 
787,992 

7, 632, 232 
3,453,210 

Total . . . . . 10, 433, 890 
2 461,;217 

12, 083, 849 
2 585, 200 

9, 677, 912 
2 78, 783 

8,191,541 
2 47, 805 

8, 284, 010 
2 21, 979 

1,787,992 
2 202,618 

10,985,442 
,2 157,500 

10, 433, 890 
2 461,;217 

12, 083, 849 
2 585, 200 

9, 677, 912 
2 78, 783 

8,191,541 
2 47, 805 

8, 284, 010 
2 21, 979 

1,787,992 
2 202,618 

10,985,442 
,2 157,500 

N e t marketable securities . . . . 9, 972, 673 11, 498, 649 ,9, 699,129 8,143,730 8, 262, 637 1, 685, 474 10, 827, 942 
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AcTOvmtsteTOivaWft 
Accrued iuterest receivable. 

Tota l 
Less reserve for doub t fu l accounts. 

N e t accounts receivable. 

Notes receivable. 
Less reserve for doubt fu l notes.. 

Ne t notes receivable.. 

Inventories 

Tota l current assets.. 

Mortgages and land contracts receivable.. 
Stocks and bonds of other compauies 
Less reserve to adjust to market 

Ne t outside investments.. 

Gash iu closed banks 
Less reserve for cash i n closed banks.. 

N e t cash In closed banks. 

Property account 
Less reserve for depreciation. . . 

N e t property account 

Deferred charges to future operations 

Intercompany items; 
Investments i n subsidiary companies: 

Stock (at par) 
Surplus of subsidiary companies.. . 
Special advances ' 

T o t a l . . 
Accounts receivable, branches. . . 

To ta l intercompany items 

Tota l assets.. 

297, SIS 

2114,604 

182, 709 

88, 467 
2 85, OOO 

3,457 

3,819, 656 

16, 318, 840 

63,167 

63,157 

31,449, 335 
2 12,496,866 

18, 962, 369 

247,960 

411,433 
8, 470, 930 
6, 307, 007 

15,189, 370 
1,735; 852 

16, 025, 222 

62, 497, 548 

386,787 
92, 468 

479, 265 
2 119,̂ 97 

359, 658 

326,165 
71, 878 

398,043 
2 119,524 

278, 619 

1,182,919 
42, 044 

1,224,963 
2 140,676 

1, 084, 387 

91, 402 
2 91, 462 

2,709,665 

17, 282, 374 

163, 674 
! 70, 269 

93, 415 

581, 580 
2 681,580 

30, 940, 267 
2 13, 808, C91 

17,131, 676 

266, 814 

386, 433 
8, 203, 964 
6,007,078 

14, 697, 476 
2,716,052 

52; 087, • 

68,183 
2 08, 183 

2, 993, 305 

14, 758, 952 

61,352 
' 30, 673 

30, 679 

578,647 
2 678,647 

31,016,690 
2 14, 883,303 

16,133, 387 

355,740 

430, 433 
7, 70,5, 136 
5, 935, 809 

14,137, 438 
1,671,221 

16, 808, 659 

47, 087, 417 

.66, 205 
2 66, 205 

16,972, 894 

2.29, ISO 

29,197 

540, 431 
•• 540, 431 

31,313,475 
2 16,743.484 

15, 509,991 

262, 931 

430, 433 
8, 165, 306 
5,957,941 

14,649, esd 

5, 496, 209 
20, 044, 889 

61, 879, 902 

1,457,732 I 
33,998 1 

764, 470 ' 
4,967 

1,241,60) 
18, 873 

1, 491, 780 
2 135,170 

1, 360, 610 

71,109 
2 71,169 

,954,310 

20,080, 931 

53, 901 
2 22,763. 

31, 138 

495, 906 
2 495, 906 

30, 982,097 
2 14,818,430 

16,163, 661 

277, 209 

342, 433 
8, 391,697 
6, 624,147 

15, 358, 277 
4,616,781 

19, 975, 058 

60, 628, 057 

759, 427 
2,122,-678 

636, 849 

2 95,788 

1,164, 686 

226, 561 
2 54, 729 

171,832 

8,037,917 

12, 873,647 

41,063 
, 2 JO, 260 

30, 793 

340,976 
2 46,038 

300,938 

447,143 
,2 447,143 

30, 572,809 
2 13,185,257 

17, 387, 552 

342, 433 
8,737,731 
6, 247,063 

15, 327, 227 
6, 847, ,508 

21, 174,735 

51, 745, 732 

5, 852, 937 

21, 474, 422 

410,512 
98,959 

2 12, 650 

203, 362 
2 203, 362 

19,333,605 

267,411 

269, 639 
9, S97,:665 
4, 217,189 

14, 384, 383 
, 4, 055, 232 

19,039,616 

60, 017, 974 

td 
H 
O 
td 
1^ 

O 

502,921 S 
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F o r foo tno tes , see end of t ab l e . 
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T A B L E 101. Packard Motor Car Co, {Michigan)—Balance sheet.of company as a holding company as at Aug. 31, 1926 to 1929, inclusive, and ^ 
as at Dec. 31, 1929 io 1937, inclusive, excluding Detroit selling branch—Continued ^ 

L I A B I L I T I E S 

A t Aug . 31— 

1926 1927 1929 

A t Deo. 31— 

1929 1930 1931 

Current liabilities: 
Current accounts payable. 
Accrued pay rolls 
Deposits by dis t r ibutors . . . 
Dividends payable . . 

$3, 532,828 
873,879 
224, 600 

1, 802, 658 

$3, 027, 511 
888,437 
242,000 

1, 802, 558 

$4, 630,024 
1,106,274 

251, 042 
2, 263, 198 

$4, 023, 528 
1,132,' 267 

249,013 

$2, 884, 924 
083,102 
249, 551 

3, 760, 000 

$1, 105, 967 
309,968 
238,000 

.Total.. 6, 433, 765 6,960,506 8,240,638 5,404,808 7,667, 637 1,653, 035 

Reserves for— 
Special compensation 
"Workmen's compen.sation 
Wholesale discount 
Vehicle price revision 
Unclaimed wages, dividends, etc. 
Miscellaneous taxes 
Federal income tax 

,542,166 
68,847 
470,370 

499,230 
64,934 
250,612 

739,036 
82, 3,84 
359. 134 

791U54 
81, (718 
375,382 

15, 909 
187.788 

1, 740; 52S 

Total reserves 

Total current liabilities.. 

Keserve for contingencies 

3,01,5,608 

20,100 
207,090 

1,433,487 

2,475,453 

19,842 
547, 255 

2, 680, 000 

14,-402 

'2,'9io,'o6o 

229,829 
80, 268 

397, 629 
000,000 

6,840 

165,000 
74, 817 

356,599 
1,350,000 

7,592 

2, 776,125 1,430, 158 

4,427, 650 4,172;.g66 4,090,691 3, 384,166 

-9,449,373 8,435,959 12, 668,188 9, 67?,-764 11,658,328 6,038,101 

1,36.5,607 398,406 180,160 220,320 750, 000 

Capital slock: 
Preferred $100 par 
Less reserve Ior retirement.. 

19,700 
219, 700 

12,600 
»12,600 

1,000 
' 1,000 

1,000 
2 1, 000 

1, 000 
' 1,000 

Net outstanding. . . 

Common stock (authorized 6,000,000 shares par $10; outstanding 3,004,264 
shares). 

.Common stock (authorized 26,000,000 shares no par; outstandlni; 15,000,000 
shares) _ _ 

30,042,840 30,042,640 30,042,640 

60,000,-000 50,000,000 60,000,000 

Surplus 

Totalliabilities. 

-16,438,304 20,986,439 30,428,943 19,094,630 16, 694,419 14,877,333 

67, 285,924 69,863,444 73,319,931 78.892,714 77, 262, 747 70,665,434 

$929,009 
437,480 
216,600 

1, 583,049 

70,653 
138,086 
662, 761 

871, 600 

2, 454, 549 

1, 250, 000 

50.000, 000 

5,222,663 

5S, 927,112 

3̂ 

O 

td 
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At Dec. 31-

1932 1933 1934 1935 1936 1937 

Average 

Current 1 iabU ities: 
Current accounts payable 
Accrued pay rolls _ 
Deposits by distributors 
Dividends payable 

-Social Security taxes—unemployment. 
1 Miscellaneous 

Total.. 
Reserves for— 

Special compensation 
Workmen's compensation ^ 
Wholesale discount... 
Vehicle price revision 
Unclaimed wages, dividends, etc 
Miscellaneous taxes.. 
•Federal income tax.. 
Capiial stock tax 
Tool commitments on model "120". : 
U . S. Federal and Canadian income taxes of subsidiaries.. 
Miscellaneous _ 

Total reserves 

Total ouirent liabilities.. 

•Eeserve for contingencies 
Capital stock: 

Preferred $100 par. 
Less reserve for retirement.. 

Net outstanding.. 

$951,375 
319,676 
185,700 

$1,120, 687 
269,071 
120,680 

1,462,325 
164, 385 
117, 230 

$3, 202,312 
605,807 
117,430 

, 211,150 
734,426 
126,400 

129,672 
253, 761 
119, 400 

1,029 
175,006 127,314 

1,456,651 1, 600,438 2,734,969 3,826,549 3,630,047 

69,328 

"323,'3i8 

07,766 

'256,"600" 

"46,'002 

68,508 

167,968 

50,000 
269,599 
949,065 

60, 000 
640, 266 
901,886 

50,000 
564,906 

1,000, 000 

63,102 
1,198, 734 

12.5,930 
1, 163, 668 

81,500 
629, 935 
80, 815 

480,000 
66,993 8,776 

392,646 358, 367 1, 488, 312 1, 874, 694 2, 794, 202 2, 324, 433 

1,849, 297 1,858,805 5, 700,143 10, 041,182 5, 954, 480 

2, 250,000 1, 250, 000 1, 250, 000 1, 250,000 1, 250, 000 1, 250, 000 

Common stock (authorized 25,000,000 shares no par; outstanding 15,000,000 
shares) 

Surplus 

Totalliabilities 

.40,000,000 40,000,000 40,000,000 30,000,000 30,000,000 30, 000,000 

8,398, 261 8,978,901 1,614,136 14,929,769 16,236,875 14, 641,262 

'62,497,648 62,087,705 47,087,417 61,879,902 66, 628,067 51, 746, 732 

$2,862.406 
589,115 
189,034 
739,101 

23, 255 
79 

4, 402,! 

228, 209 
66, 863 
286, 353 
476,684 
6,614 
75, 549 

., 127, 215 
27,027 
92,210 
30,923 
12,751 

2,430, 198 

6,839, 188 

2,715 
2 2,715 

38,471,378 
14,333,986 

60,617,974 

td 
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V The Detroit selling branch is not subsidiary to, but Is a part of Packard Motor Gar Co,, the parent company, Forthe purpose of this statement, however, tha selhng 
branch is eiiminated. This being a parent-company statement and not a consolidated statement, invesiment in subsidiary compauies and in Detroit selling branch, are here 
shown as investment items, 

2 Red figures. 
3 In 1926,1927, and 1928, plant account was carried net in the company records. 



764 FEDERAL TR.-IDE COMMISSION 

During the period 1927 to 1937, inclusive, the operating year of the 
company was changed from a fiscal to a calendar year. Tbe balance 
sheet as presented, therefore, records the position of the company at 
August 31, 1926 to 1929, inclusive; at December 31, 1929, the ending 
of an interim 4-month period of adjustment; and at December 31, 
1930 to 1937, mclusive. 

The corporate structure of Packard Motor Car Co. at December 31, 
1937, is pictured by the followhig tabulation. 

Packard Motor Car Co. (Michigan); 
Packard Motor Car Co. of New York 
Packard Motor Car Co. of Cliicago 
Packard Motor Car Co. of Piiiladelpliia 
Packard Motor Car Co. of Texas 
Packard Motor Sale.s Co. 

Atlanta Packard Motors, Inc, 
Packard Motor Export Corporation 
Packard, Ltd., London 
Packard Motor Car Co. of Canada, Ltd. 

In addition to the seUing companies noted above, Packard Motor 
Car Co. (Michigan) operates a selling branch in the city of Detroit, 
wlhch branch is an integral part of the parent company. Though not 
separately incorporated, separate a,ccomiting is maintained for this 
branch. 

Cash in closed banks.—At the time of closing of the banks, the com
pany had $1,292,202,04 deposited in banks which did not reopen, a 
part of whicli was recovered early in the receivership. In 1933 there 
remained unrecovered $581,580 applicable to tbe parent company. 

In anticipation of additional recoveries, this amount was set aside 
in a special cash account, ahd a reserve in equal amount was set up by-
transfer from reserve for contmgencies, which latter had been created 
by charge to income. Subsequent recoveries were credited to income 
and charged to the reserve, and tbe cash in closed banks was reduced 
by transfer of the recovered amount to free cash. However, in the 
Commission's use of tbese figures, the contra to the setting up and 
reduction of this reserve has been given effect to as a direct entry to 
surplus rather than to income. 

Property account.—During the fiscal years 1926, 1927, and 1928 
(a.nd for years preceding), property account was carried at net, i . e., 
credits were made directly to the property account for all depreciation. 
Durhig 1929 the entire^depreciation on these property values to Decem
ber 31, 1929, at rates accepted by the Internal Revenue Bureau, was 
established; and thereafter tbe properties were stated at cost of all 
plant items wbich had not been fully depreciated, and against this 
the established depreciation reserve was ofl'set. 

Investments in s-ubsidiai'y companies.—As pre-viously stated, the 
balance sheet here presented is that of Packard Motor Car Co. (Mich
igan) as a holding company. The company's investment in Detroit 
selling branch is mcluded in investments in subsidiary companies. 

I t bas been the policy of the company to take up undistributed 
earnings of subsidiary companies on the books of the parent company, 
or to record investments in subsidiary companies at the net worth of 
the companies owned, and therefore the balance sheet records as 
investment in subsidiai-y companies the capital stock (par) and 
surplus of, and special advances to, subsidiary companies. 

Deposits by distributors.—It has been a general practice in the 
motor-vehicle industry to require distributors to place a cash deposit 
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•with the manufacturer to cover open-account parts shipments, freight, 
or other advances made by the manufacturer for the distributor. In 
accordance with the Commission's practice, these deposits have been 
treated as borrowed funds for the purpose of arriving at stockholders' 
investment. 

Capital stocks issued and outstanding—General.—The Packard 
Motor Car Co. (Micbigan) commenced operations with a capital-stock 
authorization consistmg of 50,000 shares of preferred and 60,000 
shares of common stocks, each of par value of $100 per share, and aU 
of wbich was issued at reorganization of the former Packard Motor 
Car Co. (West Vhginia) on August 31, 1909. These authorizations 
have been increased from time to time for both classes of stock; and 
in the case of common stock, the measure of value per share has been 
changed successive^ from par $100 to par $10 and from the latter to 
no par, so that at its retirement in 1925 there were 200,000 shares of 
par value of $100 per share of preferred stock and at December 31, 
1937, there were 25,000,000 shares of common stock of no-par value 
authorized. Details of the successive changes in authorizations and 
of the extent to which they were absorbed in tbe issuance of stocks 
are presented in discussions of each class of stock which follows. 

Preferred stock issued.—Dnring the .period from organization in 1909 
to and. including the year 1925, th^ .company-had. outstanding pre
ferred stock which, at its maximum at August 31, 1919, amounted to 
155,000 shares of aggregate par value of $15,500,000. None additional 
has been issued since that date. Commencing in'1920 and continuing 
through 1925, 44,425 shares of an aggregate par value of $4,442,500 of 
this stock were acquired through purchase on the open market and 
retired, and on and as of August 31, 1925, the entire 110,575 shares of 
aggregate par value of $11,057,500 were called for redemption at $110 
and accrued dividends. 'Tins was in accordance with the right of 
redemption reserved in the articles of association. 

No voting rights attached to the preferred stock except in the event 
that the common stock might become impaired in an amount equal 
to 10 percent thereof or in the event that any dividend on preferred 
•stock remained unpaid for 60 days. These situations never existed, 
and therefore the preferred-stock holders have not exercised voting 
rights. 

The preferred stock was subject to redemption at par on August 31, 
1939, the date of termination of the period for which tbe compa.ny was 
incorporated. 

A statement showhig the issuances of preferred stock, in tabular form 
and by years, together -with the consideration received, is as follows: 

stock issued Shares Par value Discount Amoimt 
realized 

1909: Issued at organization . 
1916: Sold for cash at par . . . 
1919: Sold Ior cash at 96H 

Total issued . . . . 

60,000 
30, 000 
75,000 

$5,000,000 
3,000,000 
7,600, 000 

0 
0 

,$337, 600 

0 
$3, 000,000 
7,162, 600 

1909: Issued at organization . 
1916: Sold for cash at par . . . 
1919: Sold Ior cash at 96H 

Total issued . . . . 166, 000 15,500,000 337,600 10,162,500 

Referring to the above statement, it may be noted that preferred 
stock was issued on three occasions, namely, in 1909, 1916, and 1919. 
The $5,000,000 issued in 1909 was issued m connection with the 
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exchange of stock at incorporation of the present company. Through 
this exchange, 1.6 shares of common and 1.6 shares of preferred stocks 
of the present company were issued in exchange for each one share of 
common stock of tbe old company. The inequality of the exchange 
is accounted for in part by capitalization of surplus of the predecessor 
company and in part by appreciation in the form of creation of an 
item of rights, privileges, franchises, patents, and hiventions. The 
bases and effect of these exchanges are discussed on page 740, in con
nection with the formation of the new company. 

During the year 1916, $3,000,000 par value of preferred stock was-
issued and sold to Willia.m A. Read & Co. at par, and the proceeds 
thereof were used to pro-\T.de working capital. 

In 1919, $7,500,000 par value additional was issued and sold at 
95K; and with the proceeds $7,000,000 principal amount of United 
States, certificates of indebtedness were purchased and held by Chase 
National Bank for retirement of the 3-year 5-percent gold notes, 
maturing on October 16, 1919. The discount of 02 percent, amount
ing to $337,500, measured the commission on sellhig, and the amount 
realized was $7,162,500. 

Preferred stock retired.—Between 1920 and 1924, inclusive, 37,957 
shares of preferred stock were acquired at market price and were 
retired. The prices paid varied from below par to slightly above par, 
but since these acquisitions were the result of small and numerous 
purchases and time did not permit of an exhaustive analysis of this, 
account, the exact cost of acquisition is not available. 

During 1925, 6,468 additional shares were purchased, and for these, 
an average price of $95.42 was paid. 

The entire remahiing outstanding 110,575 shares, of aggregate par 
value of $11,057,500, were called for redemption as of August 31, 1925, 
at the call price of $110 a sha,re. The net of the premium of $1,105,750 
paid on call and the discount of $29,603 on purchase in 1925 was 
charged to surplus in the current year. 

A tabular statement of the retirements of preferred stock, by years, 
follows: 

Shares Par value 

1920: Purchased and retired . . . ._ 2,766 
4, 337 
1,136 

29,719 
6, 468 

110, 576 

$276, 600 
433, 700 
113:600 

2,971, 90tt 
646, 809 

11, 057, 609 

1921: Purchased and retired . . 
2,766 
4, 337 
1,136 

29,719 
6, 468 

110, 576 

$276, 600 
433, 700 
113:600 

2,971, 90tt 
646, 809 

11, 057, 609 

1923: Purchased and retired . 

2,766 
4, 337 
1,136 

29,719 
6, 468 

110, 576 

$276, 600 
433, 700 
113:600 

2,971, 90tt 
646, 809 

11, 057, 609 

1924: Purchased and retired . 

2,766 
4, 337 
1,136 

29,719 
6, 468 

110, 576 

$276, 600 
433, 700 
113:600 

2,971, 90tt 
646, 809 

11, 057, 609 
1925: Purchased and retired . . . . 

2,766 
4, 337 
1,136 

29,719 
6, 468 

110, 576 

$276, 600 
433, 700 
113:600 

2,971, 90tt 
646, 809 

11, 057, 609 1925: Called at $110 

2,766 
4, 337 
1,136 

29,719 
6, 468 

110, 576 

$276, 600 
433, 700 
113:600 

2,971, 90tt 
646, 809 

11, 057, 609 

Total retired... 

2,766 
4, 337 
1,136 

29,719 
6, 468 

110, 576 

$276, 600 
433, 700 
113:600 

2,971, 90tt 
646, 809 

11, 057, 609 

Total retired... 165,000 16, 500, 00& 165,000 16, 500, 00& 

Common stock authorized.—At organization in 1909, 50,000 shares 
of common stock, of par value of $100 for each share, were authorized 
and issued. On October 16, 1913, the authorized common shares 
were increased to 80,000, though no additional stock was immediately 
issued. This was further increased to 130,000 shares on August 1, 
1916, at which time stock dividends of 10 and 50 percent were declared. 
At October 28, 1919, the par value of common stock was reduced from 
$100 to $10_a share, and 3,000,000 shares of the new $10 par stock 
were authorized. This was further increased to 5,000,000 shares on 
November 11, 1925, Effective September 3, 1929, the common stock 
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was changed from par $10 to no par, and 25,000,000 shares of the new 
no-par stock were authorized for issuance. This authorization 
remained unchanged at December 31, 1937. 

Commo-n stock issued.—During the period from organization in 
1909 to December 31, 1937, the common stock outstanding has 
increased from $5,000,000 to $30,000,000. The maximum ledger 
value reached an aggregate of $50,000,000 m 1929, when the ledger 
value of the stock was increased $20,000,000 by capitalization of that 
amount of surplus without issuance of additional shares. However, 
through reversal of this transaction in amount of $10,000,000 in 1932 
and the remaming $10,000,000 in 1935, the stock account was returned 
to its original value of $30,000,000, and, the effect over the entire 
period is as though such capitalization -was never eft'ective. 

A statement of the changes in common-stock account from organi
zation to December 31, 1937, follows: 

Issued 

Shares Amount 
Balance 

Par $100 stock: 
1909: Issued in exchange at organization.. 
1914: 

Stock dividend, 40 percent 
Issued and sold 

1916: 
: Stock dividend, 10 percent 
Stock dividend, 60 percent 
Allotted to executives 

TotaL 

Par $10 stock: 
1919: Issued 10 par $10 tor 1 par $100. 
1920: Allotted to executives 
1923: Stock dividend, 100 percent 
1926: 

Stock dividend, 10 percent 
Stock dividend, 16 percent 

Total 
1929: Canceling .portion of allotted stock. 

•:.BaIanee. 
Nd-S)ar stoclv: . , 

1929: 
Issued 5 no par for 1 par $10.. 
Capitalisation of surplus 

1932: Returning to surplus 
1936: Returning to surplus 
1937: Balance at Dec. 31 

60,000 

20,000 
653 

7,065.3 
38,861 

- 1,840 

$5,000,000 

2,000,000 
65,300 

706,530 
3,886,100 

184, 000 

118,409.3 11,840,930 

1,184,093 
4,417 

1,188,610 

237, 702 
389, 642 

44,170 
11,886,100 

2,377,020 
3, 895, 420 

3,004,264 
1 4, 204 

30, 042: 640 
1 42, 640 

3,000,000 

16, 000, 000' 

30, 000, 000 

16,000,000 

20, 000,000 
1 10,000,000 
1 10,000,000 
30,000,000 

$6,000,000 

.7,065,300 

7,771,830 

'ii,'840," 930 

11,885,100 
23,770,209 

26, 147, 220 
30,042, 640 

30, 000,000 

60,000, OOO 
40,000,000 
30,000,000 
30,000,000 

• Red flgures. 

Of the total ledger value of common stock outstanding December 31, 
1937, namely, $30,000,000, 16.67 percent was issued at the organiza
tion of the present corporation, 0.83 of 1 percent was subsequently 
issued for cash, and 82.5 percent was issued as stock dividends. 

The 1840 shares of stock allotted to executives was issued in con
formity with the plan used in the old company whereby options were 
granted to certain selected executives permitting purchase of an 
assigned block of common stock at par at the expiration of 5 years from 
date of allotment. The stock was issued to a trustee and held in trust 
for the 5 years during which period dividends accrued to the allottee 
so long as he remained in the employ of the company. Upon leaving 
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the service before expiration of the 5-year period ah rights to the stock 
termmated. 

Stockholders ouming 1 percent or more.—At December 31, 1937, there 
were eight stockholders owning 1 percent or more of the 15,000,000 
shares of stock then outstandiog. These holders, together with the 
number of shares owned by each and the percent each such holding 
was of the total shares, were: 

Shares Percent Shares Percent 

Estate of James McMillan 1,100,000 
622,003 
300,130 
282,245 
270, OOO 
24,5, 270 
237, 000 

7,33 
3.48 
2.40 
1.88 
1.80 
1.64 
1.63 

Sidney D. Waldon 

To t i l 

203,116 1.36 

Truman H . Newberry 

1,100,000 
622,003 
300,130 
282,245 
270, OOO 
24,5, 270 
237, 000 

7,33 
3.48 
2.40 
1.88 
1.80 
1.64 
1.63 

Sidney D. Waldon 

To t i l 3,219,703 
11,780,237 

21.46 
78.64 Alvan Mnc-uiley 

1,100,000 
622,003 
300,130 
282,245 
270, OOO 
24,5, 270 
237, 000 

7,33 
3.48 
2.40 
1.88 
1.80 
1.64 
1.63 

other holders. . . . . 
3,219,703 

11,780,237 
21.46 
78.64 

James T IvIc!N£illan 

1,100,000 
622,003 
300,130 
282,245 
270, OOO 
24,5, 270 
237, 000 

7,33 
3.48 
2.40 
1.88 
1.80 
1.64 
1.63 

Total outstanding 

3,219,703 
11,780,237 

21.46 
78.64 

Alvan T. Fuller 

1,100,000 
622,003 
300,130 
282,245 
270, OOO 
24,5, 270 
237, 000 

7,33 
3.48 
2.40 
1.88 
1.80 
1.64 
1.63 

Total outstanding 16,000,000 100.00 
I r a L . Berk 

1,100,000 
622,003 
300,130 
282,245 
270, OOO 
24,5, 270 
237, 000 

7,33 
3.48 
2.40 
1.88 
1.80 
1.64 
1.63 

16,000,000 100.00 

A comparison of this list with that of stockholders at organization 
of the present company on page 739 discloses that, considering the 
holdings of the estate of James McMillan to be successor to the hold
ings of Philip H. McMillan at organization, four of the. eight largest 
holders at the end of 1937 were stockholders at organization of the 
companj^ These were Philip H. McMillan, who held 6,090 shares or 
12.18 percent of the total of 50,000 shares outstanding; Truman H. and 
John S, Newberry, each holding 3,136 shares or 6.27 percent; and 
Sidney D. Waldon, who, at organization, held but 40 shares. 

Throughout the early years of the company's existence, its stock was 
more or less closely held. With the reduction in par value from $100 
to $10 per share in 1919, the number of shares was increased from 
300,000 to 3,000,000 by the issuance of 10 shares for each 1 share pre
viously held. During tbe post-war depression of 1920-21, the number 
of holders increased to 5,600 by the end of 1921. 

The further increase to 15,000,000 shares in 1929 by issuance of 5 
shares of no-par value for each 1 share of $10 par value resulted in a 
marked increase in the number of stockholders. During the depres
sion beginning ih 1929, the number of stockholders increased rapî dly. 
On August 31,1929, the end of tbe fiscal year 1929, when the 15,000,000 
shares-of stock wereissued, the. stockholders numbered 11,087, and on 
December 31, 1929, only 4 months later, the number of stockholders 
had increased to 59,230. There has been a general, though not con
sistent, increase since and on December 31, 1937, there were 117,466 
stockholders. 

Funded debt.—Throughout tbe period of the company's existence 
from organization in 1909 to December 31_, 1937, secured notes and 
bonds have been issued as a means of providing capital on but three 
occasions. The existence of the funded debt so created has, in fact, 
been confined to the more limited period from 1912 to 1923 and the 
notes and bonds have been issued or outstanding for short terms. A 
description of the three issues follows: 

(a) .$3,000,000, 5-year ,5-peroent debenture notes, dated December 1, 1911, 
maturing December 1, 1916, and paid at maturity. 

(&) $5,000,000, 3-year 5-perceiit gold notes, dated October 16, 1916, maturing 
October 16, 1919, and paid at maturity. 

(c) 810,000,000, 10-j''ear 8-perceut gold bonds dated, April 15, 1921, maturing 
April 15, 1931, but redeemed before the end of 1923, 
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A tabular statement of the balances of each issue of funded debt 
outstanding at August 31 of each of the yea.rs is presented below for 
the purpose of showing the continuity or succession of each issue. 

6-year gold 
debenture 

notes 
3-year, gold 

notes 
10-year Rold 

bonds 

At Aug. 31— 
1912 $2,000, 000 

3,000,000 
0 

1913-10 
$2,000, 000 
3,000,000 

0 1917-19 

$2,000, 000 
3,000,000 

0 $5,000,000 
0 1920 

$2,000, 000 
3,000,000 

0 $5,000,000 
0 

1921 

$5,000,000 
0 

$9,8:3,500' 
7,400,500 

0 
1922 , . . . 

$9,8:3,500' 
7,400,500 

0 1923 

$9,8:3,500' 
7,400,500 

0 

$9,8:3,500' 
7,400,500 

0 

A more detailed discussion of the creation and redemption of each 
of these issues follows: 

Five-year, 5-percent debenture notes.—At a directors'' meeting on 
November 29, 1911, an issue of $3,000,000, 5-year, 5-percent gold 
debenture notes, dated December 1, 1911, and maturing 5 years from 
date, was authorized. Of this amount $2,000,000 were issued imme
diately and were sold to Wilham A. Read & Co. at $95,23 per $100 
unit, or at a realization of $1,904,600. I n January 1913 the remaining 
unissued $1,000,000 of the $3,000,000 authorization was issued and 
sold to the same brokers at $95,50 per $100 unit and $955,000 was 
realized. 

These notes were redeemed in fu l l at par on maturity date, December 
1, 1916 (fiscal year 1917), with funds realized from sale of $5,000,000, 
3-year, 5-percent gold notes described next below. 

Three-year, 5-percent gold notes.—At a dhectors' meethig on October 
13, 1916, an issue of $7,500,000, 3-year, 5-percent gold notes, dated 
October 16, 1916, and maturing 3 years from date, was authorized. 
These were secured by indenture to Central Trust Co. of New York. 

Only $5,000,000 of these notes were issued immediately and these 
were sold to William A. Read & Co. at $96.75 per $100 unit, or at a 
total realization of $4,837,500, Of this amount realized, $3,000,000 
was paid by certified check direct to Central Trust Co. to rethe at 
par the issue of 5-year, 5-percent debenture notes maturing December 
1, 1916, and the balance reverted to the coinpany. 

An additional $2,500,000 was issued in January 1918 and pledged 
as security for a loan of $2,500,000 by the United States War Credit 
Board as an advance on contract for Liberty motors. The loan was 
repaid within the year and the released notes were held unissued. 

The outstanding notes were redeemed in fu l l on maturity date, 
October 16, 1919, with funds realized from sale of $7,500,000 additional 
preferred stock. 

Ten-year, 8-percent gold bonds.—At a directors' meeting on Apri l 9, 
1921, an aggregate issue of $10,000,000, 10-year, 8-percent gold bonds, 
dated April 15, 1921, and maturing 10 years from date, was authorized. 
These bonds were secured by a trust agreement with Guaranty Trust 
Co, of New York. The enthe amount was issued hnmediately and 
sold to a group of bankers. 

For $5,000,000 of the bonds, a price of $94 was received, while for 
the remainmg $5,000,000 the price received was $95. The average 
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price received therefor was $94.50 per $100 unit. The proceeds from 
this sale were to be used to rethe the company's then outstanding 
bank loans. 

In accordance with a sinking-fund agreement, provision was made 
for setting aside $250,000 quarterly for rethement of these bonds thus 
insuring complete retirement by maturity date 10 years later. How
ever, the rate of rethement far exceeded the sinking-fund provisions. 
There remained but 4 months in the fiscal year 1921 dating from issu
ance of the bonds. During this quarter, $250,000 was provided iand 
$146,500 of the bonds were purchased and rethed. During the fiscal 
year 1922, $2,453,000 of the bonds were purchased and retired, thus 
exceeding the terms of the sinking fund by $1,453,000. On April 14, 
1923, just 2 years after issuance, all bonds remaining outstanding in 
amount of $7,400,500 were called and canceled. 

Summary of earned-surplus account.—Table next foUowing is a 
summary' of changes in surplus account of Packard Motor Oar Co. 
(Michigan) as a holding company during the period September 1, 
1926, to December 31, 1937: 



TABLE 102.—Packard Motor Car Co. {Michigan)—Summary of changes in earned surplus account of the company as a holding company during 
the years 1927 to 1937, inclusive, excluding the Detroit selling branch ^ 

Aug. 31, 
1927 1928 1929 Dec. 31, 

1929 1930 1931 1932 1933 1934 1935 1936 1937 Compos
ite 

Balance at beginning of year 

Net factory profit or loss for the. 
year 

Net profit of subsidiary com
panies and Detroit branch for 
the year 

Total profit for year 

OTHER ADDITIONS 

Transfer to property account in 
connection with adjustment 
of income tax, of items charged 
to operations iu previous years. 

Adjusting capital stock of Pack
ard Motor Sales Co... 

$16,438,304 $20,986,439 $30,428,943 $19,094, 630 $15, 594,419 $14,877,333 $5,222, 663 $8,398,251 $8,978,901 $1, 614,130 $14,929,759 516,236,875 $16,438,304 Balance at beginning of year 

Net factory profit or loss for the. 
year 

Net profit of subsidiary com
panies and Detroit branch for 
the year 

Total profit for year 

OTHER ADDITIONS 

Transfer to property account in 
connection with adjustment 
of income tax, of items charged 
to operations iu previous years. 

Adjusting capital stock of Pack
ard Motor Sales Co... 

10,066,626 

1,912,272 

19,434,970 

3,168,139 

22, 341, 650 

3, 696, 003 

4, 636, 353 

418, 819 

9,377,842 

773, 406 

" 1,166,712 

>."532,406 

2 4,845,082 

! 834,107 

545,633 

n 89,919 

'6,246,915 

' 438,828 

1, 667, 112 

390,170 

6,347,315 

766,410 

2,632, 290 

572, 031 

04,690,981 

9,602,571 

Balance at beginning of year 

Net factory profit or loss for the. 
year 

Net profit of subsidiary com
panies and Detroit branch for 
the year 

Total profit for year 

OTHER ADDITIONS 

Transfer to property account in 
connection with adjustment 
of income tax, of items charged 
to operations iu previous years. 

Adjusting capital stock of Pack
ard Motor Sales Co... 

11,978, 797 22, 603,109 25,938,263 4,955,172 10,161, 308 ' 1,699,117 !6,679,269 356, 714 2 6,685,743 1,957,282 7,113, 725 3, 201, ,321 74, 193, 652 

Balance at beginning of year 

Net factory profit or loss for the. 
year 

Net profit of subsidiary com
panies and Detroit branch for 
the year 

Total profit for year 

OTHER ADDITIONS 

Transfer to property account in 
connection with adjustment 
of income tax, of items charged 
to operations iu previous years. 

Adjusting capital stock of Pack
ard Motor Sales Co... 

716, 674 716, 674 

10, 000 

11, 719 

137,383 

336, 186 

61, 762 
320,983 
42, 640 

123, 202 

84,192 

Balance at beginning of year 

Net factory profit or loss for the. 
year 

Net profit of subsidiary com
panies and Detroit branch for 
the year 

Total profit for year 

OTHER ADDITIONS 

Transfer to property account in 
connection with adjustment 
of income tax, of items charged 
to operations iu previous years. 

Adjusting capital stock of Pack
ard Motor Sales Co... 

716, 674 

10, 000 

11, 719 

716, 674 

10, 000 

11, 719 

137,383 

336, 186 

61, 762 
320,983 
42, 640 

123, 202 

84,192 

To adjust previous year's over
head . 

10, 000 

11, 719 

716, 674 

10, 000 

11, 719 

137,383 

336, 186 

61, 762 
320,983 
42, 640 

123, 202 

84,192 

Eefund of Federal income tax 
for year 1930 . 

10, 000 

11, 719 

137,383 

336,186 

716, 674 

10, 000 

11, 719 

137,383 

336, 186 

61, 762 
320,983 
42, 640 

123, 202 

84,192 

Eeturned to surplus from reserve 
for general purposes . . 

137,383 

336,186 

716, 674 

10, 000 

11, 719 

137,383 

336, 186 

61, 762 
320,983 
42, 640 

123, 202 

84,192 

Previous year's proflt-and-loss 
adjustment.__ 61,762 

1,664 

137,383 

336,186 

716, 674 

10, 000 

11, 719 

137,383 

336, 186 

61, 762 
320,983 
42, 640 

123, 202 

84,192 

Sale of capital assets • 263,250 
61,762 
1,664 3 9, 566 

42, 640 
35,190 3 9,327 39, 762 

716, 674 

10, 000 

11, 719 

137,383 

336, 186 

61, 762 
320,983 
42, 640 

123, 202 

84,192 

Cancelation of trustee stock 
263,250 

61,762 
1,664 3 9, 566 

42, 640 
35,190 3 9,327 39, 762 

716, 674 

10, 000 

11, 719 

137,383 

336, 186 

61, 762 
320,983 
42, 640 

123, 202 

84,192 

Recoveries of claims for deposits 
in closed banks 

3 9, 566 
42, 640 

2,933 

15,302 

26,981 

170,991 

44,525 

' 2,179 

48, 763 

49,442 

716, 674 

10, 000 

11, 719 

137,383 

336, 186 

61, 762 
320,983 
42, 640 

123, 202 

84,192 
Profit or loss on disposal of se

curities. 3 10,998 3 149 3 83, 826 3 54, 391 

2,933 

15,302 

26,981 

170,991 

44,525 

' 2,179 

48, 763 

49,442 

716, 674 

10, 000 

11, 719 

137,383 

336, 186 

61, 762 
320,983 
42, 640 

123, 202 

84,192 

Total other additions. 

3 10,998 3 149 3 83, 826 3 54, 391 

2,933 

15,302 

26,981 

170,991 

44,525 

' 2,179 

48, 763 

49,442 

716, 674 

10, 000 

11, 719 

137,383 

336, 186 

61, 762 
320,983 
42, 640 

123, 202 

84,192 

Total other additions. 263,2,50 42, 428 749, 609 21, 719 3 83, 826 419,178 ,53,425 188, 645 82,108 98,205 1, 834, 741 

Dividends declared and 
paid 

263,2,50 42, 428 749, 609 21, 719 3 83, 826 419,178 ,53,425 188, 645 82,108 98,205 1, 834, 741 

Dividends declared and 
paid 7,195, 363 12,442, 912 17, 234, 244 8, 247,102 9,741,306 6, 745,653 6,746,103 3, 747, 835 72,100, 518 

• Company operated on a fiscal year ending Aug, 31 to and including 1929 and on a calendar year ending Dec. 31 thereafter. 
' Denotes a loss. 
' Denotes a deduction. 
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T.4.BLE 102.—Packard Motor Car Co, (Michigan)-—Summary of changes in earned surpl-us account of the co-mpany as a holding company during 
the years 1927 lo 1937, inclusive, excluding ihe Detroit selling branch—Continued 

Aug. 31, 
1927 1928 1929 Dec 31, 

1929 1930 1931 3932 1933 1934 1935 1936 1937 Compos
ite 

OTHEK DEDUCTIONS 

Transfer to capital stock in ac
cordance .with resolution of 
board of directors and later 
returned to surplus $20, 000,000 .̂$10,000,000 .{'10,000,000 0 

$10, poo 

74,216 

212,779 

0 
2, 921, 673 
2, 560, 000 

22, 366 
23, 793 

Write off goodwill of sales com-
$20, 000,000 

$10,000 

.̂$10,000,000 .{'10,000,000 0 

$10, poo 

74,216 

212,779 

0 
2, 921, 673 
2, 560, 000 

22, 366 
23, 793 

.^djusting cash in closed banks-
$10,000 

$74, 210 

< 646, 003 

1, 198, 734 
6,500 

0 

$10, poo 

74,216 

212,779 

0 
2, 921, 673 
2, 560, 000 

22, 366 
23, 793 

Adjusting valuation of securities 
$050, 000 1 188, 783 $194, 242 

$74, 210 

< 646, 003 

1, 198, 734 
6,500 

* 32, 462 

* 1,198, 734 
61, 500 

' $32, 252 $108, 037 

0 

$10, poo 

74,216 

212,779 

0 
2, 921, 673 
2, 560, 000 

22, 366 
23, 793 

Provision for reserve for tool 
$050, 000 1 188, 783 $194, 242 

$74, 210 

< 646, 003 

1, 198, 734 
6,500 

* 32, 462 

* 1,198, 734 
61, 500 

' $32, 252 $108, 037 

0 

$10, poo 

74,216 

212,779 

0 
2, 921, 673 
2, 560, 000 

22, 366 
23, 793 

Special payments to employees.. 
Provision for reserve lor general 

$498, 549 .$737, 765 787, 931 $230,000 307, 088 

750, OOO 

$74, 210 

< 646, 003 

1, 198, 734 
6,500 

* 32, 462 

* 1,198, 734 
61, 500 152, 800 80, 660 

0 

$10, poo 

74,216 

212,779 

0 
2, 921, 673 
2, 560, 000 

22, 366 
23, 793 

Special payments to employees.. 
Provision for reserve lor general 

$498, 549 .$737, 765 787, 931 $230,000 307, 088 

750, OOO 550, 000 1,250,000 

$74, 210 

< 646, 003 

1, 198, 734 
6,500 

* 32, 462 

* 1,198, 734 
61, 500 152, 800 80, 660 

0 

$10, poo 

74,216 

212,779 

0 
2, 921, 673 
2, 560, 000 

22, 366 
23, 793 

Loss on machinery sales 22, 300 

307, 088 

750, OOO 550, 000 1,250,000 

0 

$10, poo 

74,216 

212,779 

0 
2, 921, 673 
2, 560, 000 

22, 366 
23, 793 

22, 300 
22, OCC 1,727 

0 

$10, poo 

74,216 

212,779 

0 
2, 921, 673 
2, 560, 000 

22, 366 
23, 793 

Tot-il other deductions 

Balance at end of year... 

22, OCC 1,727 

0 

$10, poo 

74,216 

212,779 

0 
2, 921, 673 
2, 560, 000 

22, 366 
23, 793 

Tot-il other deductions 

Balance at end of year... 

498, 549 760, 121 20,787,931 230, 000 1,127, OSS 1, 210, 000 8, 938, 783 194, 242 732, 447 '11,169,690 142, 614 250, 314 6, 824, 827 Tot-il other deductions 

Balance at end of year... 20,986, 439 30, 428, 943 19,094, 030 15, 594, 419 14, 877, 333 5, 222, 503 8,398,251j8,978, 901 1,614,130 14, 929, 769 16, 236, 876 14, 641, 262 14, 541, 252 
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Tliis statement excludes the Detroit selling branch from operations 
•of Packard Motor Car Co. (Michigan) (of wbich i t is a part) and 
includes tbe net hicome from the operations of the Detroit branch 
with net profits of subsidiary companies. 

I n tbis statement, the profits and other additions and deductions 
from surplus vary to some degree from those appearing in tbe state
ment submitted by the company. These differences result from 
revisions and reclassifications of certain items to reflect such items as 
directly in surplus account rather than indirectly through charges or 
credits to cm-rent income. Tbis procedure results in no changes in 
surplus balances. 

The company, in its statements, has followed the accoimting practice 
of including in the current income many items wbich, by their nature, 
pertain more to financing and capital than to manufacturing and 
distributhig. Such items have, for the purpose of tliis inquiry, been 
segregated from the business of manufacturing and selling motor 
vehicles and other products and shown as direct charges or credits 
to surplus. The principal items to which such treatment has been 
accorded are profusions for reserve for general purposes; adjustment 
of valuation of securities to market; profit or loss on sale of capital 
assets, of securities, of macliinery; premhum on investment; cancelation 
of trustees' stock; recoveries on claims for deposits in closed banks; 
previous year's profit and loss adjustments and provisions for reserve 
for special payments to employees. This latter was transferred to a 
direct charge to surplus because its purpose has been largely to provide 
for bonus payments to officers and executives based on earnings of 
the company. 

The earned surplus of the company at September 1, 1926, amounted 
to $16,438,304 and at December 31, 1937, the balance was $14,541,252, 
thus measuring a net decrease in surplus over the entire period of 
$1,897,052. The surplus balance reached its maximmn for the period 
on August 31, 1928, when i t was $30,428,943. Its nunimum was 
$1,614,136, December 31, 1934. 

On June 19, 1929, the stockholders of the company authorized 
conversion of the 300,000 shares of par value of $100 a share into 
15,000,000 shares of no par with a stated value of $50,000,000. 
Twenty miUion dollars of this amount was transferred from surplus, 
reducing the surplus balance to $19,094,630 on August 31, 1929. 

Profits were smaller in tbe last quarter of 1929 and in tbe year 1930, 
and losses were sustained in 1931 and 1932. A profit of $4,955,172 
was realized in the last 4 months of 1929, but chvidends amoimting 
to $8,247,102 were paid. With a profit of $10,151,308 in 1930, 
dividends of $9,741,306 were paid; and in 1931 dividends amomiting 
to $6,745,653 were paid, although the company lost $1,699,117. 
These payments reduced the sm-plus of the company so that on 
December 31, 1931, the balance was reduced to $5,222,563. Though 
no diAddends were paid in 1932, the year's operations resulted in a 
loss of $5,679,269 wluch would have produced a deficit at the end 
of the j^ear in the amount of $1,601,749 had not the company trans
ferred $10,000,000 from the capital stock accoimt to surplus. Thus 
a surplus of $8,398,251 was recorded on December 31, 1932. 

A neghgible profit in 1933 and a loss of $6,685,743 in 1934 reduced 
the surplus to $1,614,136 on December 31, 1934, its lowest balance 
during the period. A comparatively sinaU profit was made in 1935, 
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but before the end of the year $10,000,000 was transferred to sur
plus from the capital stock account, thereby creating a surplus of 
$14,929,759 on December 31, 1935. 

Surplus remained practically unchanged through December 31, 
1937. Profits of shghtly oyer $7,000,000 and $3,000,000 were realized 
in 1936 and 1937, respectively, but di'vidends aggregating approxi
mately 102 percent of the profits for those years were distributed in 
those years. 

Income and expenses—domestic manufacturing operations.—There 
follows table 103 which is a comparative statement of income of 
Packard Motor Car Co. (Michigan) for the years 1927 to 1937, 
inclusive; 



TABLE 103.—Packard Motor Car Co.—Statement of income and expenses applying to domestic manufacture, 1927 to 1937, inclusive 

Year ended Aug . 31— Period 
September 
to Decem

ber 1929 

Year ended Dec. 31— 

1927 1928 1929 

Period 
September 
to Decem

ber 1929 1930 1931 

$76, 370,668 
4,044,142 

$100, 269, 621 
4,687,819 

$116, 328,178 
6, 366, 767 

$29,818.381 
1,556,945 

$63,381,870 
4,961,748 

$32, 790, 003 
2, 308,101 

72, 326, 626 
58, 082,837 

95, 681,802 
70, 505, 033 

108.961,411 
80.353, 307 

28,261,436 
21. 736.846 

68,420, 128 
45,231, 654 

30,481,962 
29: 672, 253 

14,243,689 25,076, 769 28. 608.104 6.524.590 13,188, 574 909,709 

74, 461 
470,070 

2, 476,167 
17.5.567 
310,034 
154,984 

73, 562 
597, 416 

2,681, 625 
189,176 
456,624 
162,207 

79, 787 
838, 979 

3,218,837 
204,476 • 
475.827 
197. 419 

27,893 
329,631 

1,182,847 
60,666 

214,269 
103,036 

69,472 
706, 685 

1, 947,135 
153, 308 
482, 206 
222, 994 

106,126 
• 609,197 

1, 665, 970 
120,239 
420,476 
167,728 

3,661,883 
6.000 

4,160, 610 
43, 772 

5,015,376 
43, 256 

1,918,342 
13,209 

3, 686, 800 
19, 002 

2,998,734 
8,606 

3, 666,883 4,110,838 4,972,119 1,905,133 3, 567, 798 2.990 128 

10, 686, 806 20,969,931 j 23,636,986 4.619,457 1 9,620,776 ' 2. nSO. 419 

333,612 
84,162 
9,900 

50, 395 
49,512 
3,495 

374. 604 
155,800 
18,486 
60. 265 
71,451 

1.836 

423,797 
250,638 
21,180 
77,646 

113,900. 
14.108 

127,980 
62, 744 
9,448 

18,914 
47,175 
3,198 

200, 682 
111, 631 
23,254 
62,290 

160, 690 
975 

111.158 
• 77,886 

19, 307 
^ '27.653 

152, 9'57 
• - 688 

630.966 682.442 901.319 269, 465 578,222 389. ,551 

l l , 117, 772 
490,180 

21,642,373 
481, 002 

24, .W, 304' 
701,,366 

4,888,922 
230,640 

10,198, 998 
406, 541 

1 1.690,868 
535.615 

11,607,952 
11, 486 

22,123,375 
12. 240 

26, 238, 669 
12 414 

6,119, 662 
• " 4,104 

10,605,639 
12, 037 

1 1,155.253 
11,459 

11,596,467 
. . 1.529.942 

22. 111. 135 
• 2.676.165 

25.220,256 
2.884. 605 

6,115,458' 
• 679.105 

10, 693, 452 
1,215,610 

1 1,166,712 

10,066,625 19,434,970 22,341,650 4,536,363 9, 377,842 • 1,160, 712 

Gross sales 
Less: Deductions 

Net sales — 

Factory cost of sales 

Gross profit on sales 

Selling, general, aud administrative expense: 
General ^ 
Adniinistration 

. AdvertL'sing 
Accounting 
Vehicle sales expense 
Service expense __. 

Total.-. ' ; 
Less; Recharged to Paclcard Motor Export Co 

Total selling, general, and administrative expense 
Net profit on sales... 

other income:. 
Discount'on purchases 
Interest on baniE balances 
Kent from Packard houses (net) 
Insurance and Interest from distributors 
Investment: charges and rentals, Packard Motor Sales Co 
AlisceUaneous. 

Total other income 

Net profit from.motor-vehicle business... 
Income from investments 

Net profit before interest and income taxes 
Other deductions: Interest on distributors' deposits 

Net profit before provision for income taxes. _ 
Provision for income taxes . 

Net profit from factory operations 

> Loss. 
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Gross sales 
Less: Deductions.. 

Not sales 
Factory cost of sales-

Gross profit on sales-

Selling, general, and administrative expense: 
General-. ---
Administration 
Advertising-
Aocounting 
Vehicle sales expense 
Service expense i 

Tot.al 
Less: Becharged to Packard Motor Export Co-

Total selling, general and administrative e 

Net prolit on sales-. 

Other income: 
Discount on purchases 
Interest ou bank balances 
Uent from Packard houses (net) — 
Insurance and interest from distributors 
Investment charges and rentals, Packard Motor Sales CO-. 
Miscoilaueous 

Total other income. 

Net profit from motor vehicle business.. 
Income from investments 

Net profit belore interest and income taxes... 
Other deductions: Interest on distributors deposits.. 

Net profit before provision for income taxes... 
Provision for income taxes.. 

Net profit from factory operations 

1 Loss, 

$16,406,479 
617, 392 

Year ended Dec, 31-

1932 

$19, 719,187 
254, 040 

16,788,087 
18,855,135 

1 3, 067,048 

77, 216 
457, 457 

1,143, 803 
100, 396 
276, 004 
152,491 

2, 207, 367 
4,702 

2, 202, 065 

5, 269, 713 

66, 331 
68,443 
10, 778 
15,028 
1,833 

519 

162, 932 

1 5,116,781 
281,711 

• 4,835,070 
10,012 

1 4,845,082 

1 4, 846, 082 

1933 

$15,006,473 
224, 979 

19,465,147 
17, 541, 532 

1,923, 015 

164,446 
362, 339 
758, 280 
93, 287 
296, 236 
125, 631 

1,780,119 

1, 773, 090 

1934 

$53, 267,589 
2, 432, 328 

14, 781, 494 
19,184, 76l 

> 4,403, 257 

175,003 
420, 186 
,005, 771 
106, 268 
380,806 
139, 280 

;, 227,492 
9,137 

2, 218, 355 

1935 1936 

$78, 450, 090 
3, 784, 926 

50, 835, 201 
45,874,108 

4, 901,153 

227, 813 
503, 779 
, 900,132 
143, 747 
400, 911 
181,491 

, 363, 873 
22, 072 

3, 341,801 

$100,417,397 
3, 629, 610 

74, 665,170 
62, 934, 738 

11, 730, 432 

95,933 
594, 680 

1,006,157 
174, 536 
5,50, 734 
266, 271 

:, 688, 267 
31,309 

4,6,56,958 

160, 525 1 6, 621, 612 

71,032 
32,212 
13, 048 
1,644 

I 

7,386 

125, 321 

275, 846 
276, 771 
552, 017 

6,084 

545, 633 

645i 633 

64, 037 
11,624 
5, 857 
1,935 

7,249 
90, 702 

' 6, 530,910 
288, 752 

1 6, 242,158 
4,757 

1 6, 246, 016 

1 6, 246, 915 

1,610,352 7,073,474 

169,177 
5,245 
5.138 
3,998 

110,000 
2,672 

296, 230 

1,915,682 
136,101 

2,051,773 
4,661 

2,047, 112 
480,000 

223,177 
2,405 
4,222 
2,574 

18, 334 
3,143 

253, 856 

7, 327, 329 
174,897 

1937 

96,787,887 
88,064,703 

, 723,184 

141, 648 
666, 240 

I, 923,606 
269, 678 

• 824, 366 
334,449 

, 140, 047 
42, 503 

0, 097, 544 

2,625, 640 

330,260 
4,613 
6, 005 
1,312 

9,700 
357,8 

2, 983, 530 
128, 727 

7, 502, 226 
4,911 

7, 497, 315 
1,1,50,000 

, 347, 316 

3,112, 257 
4,967 

3,107, 290 
475,000 

2, 632, 290 

Total, 
vears 

1927-37 

$701,22,5,008 
34,868, 697 

666,356,311 
557,936, 797 

108,419, 514 

1,303,449 
0, 536, .504 

24,816,440 
1, 795, 334 
5, 089, 232 
2,207,890 

41, 748, 909 
249, 597 

41,499,312 

66, 920, 202 

:, 501, 651. 
890, 342 
146, 623 
313, 659 
721, 752 

54, 968 
4, 828, 895 

71, 549,097 
4,132,392 

75, 681,489 
100,081 

75, 6S1,408 
10,990,427 
64, 690, 981 
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The preceding statement embraces only manufacturing operations 
of the Detroit manufacturing plant. All operations of the Detroit 
selling branch; for wbich separate records are maintained though a 
part of the corporate structure of the parent com.pany, have been 
eliminated, as have all income from operation of subsidiary companies. 

The income statement is presented in a form which identifies tbe 
profit applying to each of the two bases of investment on which rates 
of return have been computed. The income and expenses as shown 
are after revisions made by the Commission's accountants, as referred 
to in tbe discussion of earned surplus account. These revisions con
sisted in part of change of placement within the income statement, 
with no effect on the final income. Adjustments which have a,fi"ected 
income consist of the transfer from a current income item to a dhect 
entry in surplus of items of a capital nature and certain pro"visions for 
reserves. 

The operating portion of the following statement, consistuig of sales, 
cost of sales, gross profit, selling and administrative expense, and net 
sales, and which in this statement represents the total operations of 
the company, will be anah ẑed later in this section to show simUar 
data separately for motor vehicles, service and accessory parts, and 
.other products manufactured. Also will be presented in like form tbe 
ratio of each of tbese elements of manufacturing cost for each class of 
product manufactured, to $1 of sales. There will also be presented the 
operating results per motor vehicle of all types sold. 

Referring to the preceding table, it may be noted that large profits 
were realized in the fiscal years 1927 to 1929, inclusive, and in the 
interim 4-month period to December 31, 1929. The profit in 1930, 
though not as large, was larger than that realized in any year since. 
During 1931, 1932, and 1934 losses were incurred and only a small 
profit was realized in 1933. Profits were again realized in 1935, 1936, 
and 1937, the year 1936 recording a profit of approximately $7,500,000, 
the largest since 1930 and tbe only one comparing favorably with 
profits of 1930 and preceding years. The loss of $6,246,915 sustained 
in 1934 is stated in the company's annual report to stockholders for 
that year to be a constructive one deliberately and carefully under
taken to improve the company's position. The loss as originally 
reported by the company for 1934, exclusive of loss of subsidiary com
panies, amounted to $6,851,722. I t is explained as follows: 
Expenses incidental to model 120 (tooling, etc., for the new lower-

price class car introduced in 1935) $3, 541, 500 
Twelfth series tools (new year's models of senior cars) 1, 559, 975 
Factory loss due to low volume 1, 750, 247 

Total loss 6, 851, 722 

Deductions fro-m- gross sales.—The deductions from gross sa,les ap
pearing in the precedhig statement of income and expenses consisted 
of wholesale and quantity discounts and provisions for price adjust-

171233—39 51 
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ments. Tbe amounts of each included in the total deductions from 
sales appearing in the income statement are as follows: 

Wholesale 
discount 

Provision for 
price revision 

Quant i ty 
discount To t a l 

1927 $2, 224,984 
2, 007, 525 
2, 778, 685 

768, SOO 
1, 484, ,539 

508, 179 
3,319 

$1,819,158 
2 020, 294 
3, 588, 082 

788, 145 
3, 477, 209 
1, 739, 922 

614. 073 
254, 040 
223,272 

1, 225.800 
1, 528. 644 

092,905 

$4,044.142 
4.687. H19 
6,300, 707 
1, 6,50, 045 
4, 961, 748 
2, 308, 101 

017, 392 
254, 040 
224. 979 

2, 432. 328 
3, 7.84, 920 
3, 629, 510 

1928 
$2, 224,984 
2, 007, 525 
2, 778, 685 

768, SOO 
1, 484, ,539 

508, 179 
3,319 

$1,819,158 
2 020, 294 
3, 588, 082 

788, 145 
3, 477, 209 
1, 739, 922 

614. 073 
254, 040 
223,272 

1, 225.800 
1, 528. 644 

092,905 

$4,044.142 
4.687. H19 
6,300, 707 
1, 6,50, 045 
4, 961, 748 
2, 308, 101 

017, 392 
254, 040 
224. 979 

2, 432. 328 
3, 7.84, 920 
3, 629, 510 

1029 

$2, 224,984 
2, 007, 525 
2, 778, 685 

768, SOO 
1, 484, ,539 

508, 179 
3,319 

$1,819,158 
2 020, 294 
3, 588, 082 

788, 145 
3, 477, 209 
1, 739, 922 

614. 073 
254, 040 
223,272 

1, 225.800 
1, 528. 644 

092,905 

$4,044.142 
4.687. H19 
6,300, 707 
1, 6,50, 045 
4, 961, 748 
2, 308, 101 

017, 392 
254, 040 
224. 979 

2, 432. 328 
3, 7.84, 920 
3, 629, 510 

1929 ' 

$2, 224,984 
2, 007, 525 
2, 778, 685 

768, SOO 
1, 484, ,539 

508, 179 
3,319 

$1,819,158 
2 020, 294 
3, 588, 082 

788, 145 
3, 477, 209 
1, 739, 922 

614. 073 
254, 040 
223,272 

1, 225.800 
1, 528. 644 

092,905 

$4,044.142 
4.687. H19 
6,300, 707 
1, 6,50, 045 
4, 961, 748 
2, 308, 101 

017, 392 
254, 040 
224. 979 

2, 432. 328 
3, 7.84, 920 
3, 629, 510 

10,30 

$2, 224,984 
2, 007, 525 
2, 778, 685 

768, SOO 
1, 484, ,539 

508, 179 
3,319 

$1,819,158 
2 020, 294 
3, 588, 082 

788, 145 
3, 477, 209 
1, 739, 922 

614. 073 
254, 040 
223,272 

1, 225.800 
1, 528. 644 

092,905 

$4,044.142 
4.687. H19 
6,300, 707 
1, 6,50, 045 
4, 961, 748 
2, 308, 101 

017, 392 
254, 040 
224. 979 

2, 432. 328 
3, 7.84, 920 
3, 629, 510 

1031 

$2, 224,984 
2, 007, 525 
2, 778, 685 

768, SOO 
1, 484, ,539 

508, 179 
3,319 

$1,819,158 
2 020, 294 
3, 588, 082 

788, 145 
3, 477, 209 
1, 739, 922 

614. 073 
254, 040 
223,272 

1, 225.800 
1, 528. 644 

092,905 

$4,044.142 
4.687. H19 
6,300, 707 
1, 6,50, 045 
4, 961, 748 
2, 308, 101 

017, 392 
254, 040 
224. 979 

2, 432. 328 
3, 7.84, 920 
3, 629, 510 

1932 

$2, 224,984 
2, 007, 525 
2, 778, 685 

768, SOO 
1, 484, ,539 

508, 179 
3,319 

$1,819,158 
2 020, 294 
3, 588, 082 

788, 145 
3, 477, 209 
1, 739, 922 

614. 073 
254, 040 
223,272 

1, 225.800 
1, 528. 644 

092,905 

$4,044.142 
4.687. H19 
6,300, 707 
1, 6,50, 045 
4, 961, 748 
2, 308, 101 

017, 392 
254, 040 
224. 979 

2, 432. 328 
3, 7.84, 920 
3, 629, 510 

1033 

$2, 224,984 
2, 007, 525 
2, 778, 685 

768, SOO 
1, 484, ,539 

508, 179 
3,319 

$1,819,158 
2 020, 294 
3, 588, 082 

788, 145 
3, 477, 209 
1, 739, 922 

614. 073 
254, 040 
223,272 

1, 225.800 
1, 528. 644 

092,905 

$4,044.142 
4.687. H19 
6,300, 707 
1, 6,50, 045 
4, 961, 748 
2, 308, 101 

017, 392 
254, 040 
224. 979 

2, 432. 328 
3, 7.84, 920 
3, 629, 510 

JCJ31 

$1,819,158 
2 020, 294 
3, 588, 082 

788, 145 
3, 477, 209 
1, 739, 922 

614. 073 
254, 040 
223,272 

1, 225.800 
1, 528. 644 

092,905 

$ i , 707 
4, 370 
7, 605 
6, 346 

$4,044.142 
4.687. H19 
6,300, 707 
1, 6,50, 045 
4, 961, 748 
2, 308, 101 

017, 392 
254, 040 
224. 979 

2, 432. 328 
3, 7.84, 920 
3, 629, 510 

1935 1.202,003 
2, 218,617 
2, 930, 259 

$1,819,158 
2 020, 294 
3, 588, 082 

788, 145 
3, 477, 209 
1, 739, 922 

614. 073 
254, 040 
223,272 

1, 225.800 
1, 528. 644 

092,905 

$ i , 707 
4, 370 
7, 605 
6, 346 

$4,044.142 
4.687. H19 
6,300, 707 
1, 6,50, 045 
4, 961, 748 
2, 308, 101 

017, 392 
254, 040 
224. 979 

2, 432. 328 
3, 7.84, 920 
3, 629, 510 

1936 
1.202,003 
2, 218,617 
2, 930, 259 

$1,819,158 
2 020, 294 
3, 588, 082 

788, 145 
3, 477, 209 
1, 739, 922 

614. 073 
254, 040 
223,272 

1, 225.800 
1, 528. 644 

092,905 

$ i , 707 
4, 370 
7, 605 
6, 346 

$4,044.142 
4.687. H19 
6,300, 707 
1, 6,50, 045 
4, 961, 748 
2, 308, 101 

017, 392 
254, 040 
224. 979 

2, 432. 328 
3, 7.84, 920 
3, 629, 510 1937 

1.202,003 
2, 218,617 
2, 930, 259 

$1,819,158 
2 020, 294 
3, 588, 082 

788, 145 
3, 477, 209 
1, 739, 922 

614. 073 
254, 040 
223,272 

1, 225.800 
1, 528. 644 

092,905 

$ i , 707 
4, 370 
7, 605 
6, 346 

$4,044.142 
4.687. H19 
6,300, 707 
1, 6,50, 045 
4, 961, 748 
2, 308, 101 

017, 392 
254, 040 
224. 979 

2, 432. 328 
3, 7.84, 920 
3, 629, 510 

T o t a l . 

1.202,003 
2, 218,617 
2, 930, 259 

$1,819,158 
2 020, 294 
3, 588, 082 

788, 145 
3, 477, 209 
1, 739, 922 

614. 073 
254, 040 
223,272 

1, 225.800 
1, 528. 644 

092,905 

$ i , 707 
4, 370 
7, 605 
6, 346 

$4,044.142 
4.687. H19 
6,300, 707 
1, 6,50, 045 
4, 961, 748 
2, 308, 101 

017, 392 
254, 040 
224. 979 

2, 432. 328 
3, 7.84, 920 
3, 629, 510 

T o t a l . 16,876, 975 17,971,634 20,088 34, 868, 697 

1 Interim period September to December 1929, linking fiscal years preceding with calendar years following. 

Provision for vvholesale discount reserve,-—As a means of providing 
for wholesale discounts to be allowed, the company set up a yearly 
reserve. This reserve has been created by diverting a portion of the 
sales realization appearing on the invoice to tbe reserve. 

The general plan of provision for this reserve for the years 1929 to 
1936, inclusive, was to set aside monthly an established percenta.ge of 
the aggregate of the list price of each tj'̂ pe of car shipped, after elimi
nating shipments for export. In 1937 the ba.sis of provision was 
changed from a percentage of the aggregate list price to a fixed amount 
per unit sliipped. 

The yearly provisions for this reserve were as follows for the years 
1927 to 1937, inclusive: 
Year ended Aug. 31— 

1927 r $2, 224, 984 
1928 - 2,607,525 
1929 2,778,685 

Period September to December 1929 768, 800 
Year ended Dec. 31— 

1930 1,484,539 
1931 568, 179 
1932 L 3,319 
1933 None 
1934 None 
1935 1,202,068 
1936 2,248,617 
1937 2,930,269 

Total . _ . 16, 876, 975 

By operation of the company's method of providing this reserve 
by directing from sales account a portion of the total invoice amount, 
an understatement of gross sales results, in that sales as stated are 
after reduction by tbe amounts assigned to the reserves provided in 
this manner. In the income statement presented in this report the 
amounts provideci for this reserve, together with provisions for price 
revisions and for quantity discount reserves which were created in 
lilve manner, were added back to sales, and each has then been shown 
as a deduction from sales to arrive at net sales. The efl'ect of this 
treatment is to show sales before such deductions and to record 
separately the amoimts which were set aside from sales for each of 
the purposes. 
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Pro-vision for price-revision reserve.—The company also main
tained a reserve to provide for motor vehicles in possession of dealers 
upon reduction in the price of the current model during the model 
year or upon the introduction of a ne%v model. I t was the policy of 
the company in such cases to make some allowance to the dealer or 
distributor for unsold motor vehicles. The reserve was provided, 
and allowances made for piice revisions were deducted from the 
reserve. 

The yearly provisions for this reserve in accordance with the fore
going plan have been as follows for the years 1927 to 1937, hiclusive: 
Year ended Aug. 31— 

1937 . $1, 819, 158 
1928 2, 020, 294 
1929 3, 588, 082 

Period September to December 1929 788, 145 
Year ended Dec. 31— 

1930 -- 3,477,209 
1931 1, 739, 922 
1932 614, 073 
1933 254, 040« 
1934 . 223, 272' 
1935 1, 225, 890' 
1936 - - 1, 528, 644.̂  
1937. - 692,905-

Total - 17, 971, 634 

In presenting the income statement for the company, these amounts 
which were deducted from sales in creating the reserve were added 
back to sales and then recorded in the statement as a deduction from 
sales to arrive at net sales. 

Provision for tpuantity discount reserve.—During tbe years 1934 to 
1937_, inclusive, a reserve for quantity discounts was set up by re
duction of sales. This provision was negligible in amount. 

Cost of sales.—It is the company's practice to credit finished in
ventory^ and charge cost of sales with the value of all units shipped 
and sold during each month. The charge to cost of sales is originally 
based on an estimated labor plus standard overhead computed at 
160 percent of productive labor, plus material. Pricing sheets are 
made up on the first of each month and are used for the entire month. 

A cost trend for each type of car is prepared every 2 weeks show
ing actual labor and material cost for cars produced during tbe period 
covered, using a standard overhead of 160 percent. Adjustment is 
then made in cost of sales each month to reflect the difference between 
tbe costs used on the price sheets and the actual cost of cars shipped. 

A charge is also made to cost of siiles each month to cover a modest 
safety factor to protect agamst failure to clear inventory due to cost 
errors, unrecorded shrinkage, thefts, etc. 

Cost of sales is also adjusted each month for the difference between 
the actual overhead for the month and the overhead computed at 
160 percent of productive labor. 

At the close of each year, after audit, cost of sales is adjusted to 
take care of any dift'erence between book inventory and the physical 
inventory. 

Advertising.—Eeferring to the statement of income and expenses 
on page 775, it may be noted that the item of advertising expense 
constitutes by far tbe greater portion of the total seUing and general 
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and administrative expenses. The amounts sbown to have been ex
pended for advertising, including sales promotion, have varied from 
year to vear, with a maximum of $3,923,666 in 1937 to a minimum 
of $758,280 in 1933. 

The costs of general advertising was borne by Packard Motor Car 
Co., and no part of the cost of this general advertising was billed to 
the distributor or dealer. 

In addition to this general advertising, it was also the policy of 
the company to extend cerLain sales-promotion aids to dealers and 
to foster localized advertising for the benefit of dealers in certain 
geographic sections. In such cases the advertising and sales-pro
motion costs were recovered by the manufacturer by the expedient 
of adding to the invoice a charge for advertising and sales promotion 
based on a fixed amount per car-, the amount varying with the type 
of car. However, the amounts recovered by tlds direct charge do 
not even approximate the aggregate expenditures by the manufac
turer. The tabular statement followimr compares the advertising 
aui] sales-[)romotioii charges added directly to invoices, with the 
aggregate ex]ienditures for these purposes for each of tbe years 1927 
to 1937. inclusive. 

Charges added directly to invoices Total adver
tising and 

sales promo
tion per 

Advertising Sales promotion Total expense 
statement 

$173,669 $286,380 $460.049 $2,470, 107 
1928 2,59, 5S5 310,4,58 576,043 2, 681,625 
1929.. 699, 244 642, 390 1,141.634 3.218,887 
1929 I 231,808 223, 455, 362 1, 182,847 

344, 0«3 291,926 636, 009 1,947. 136 
1931 264,295 203, 076 407, 371 1, ,56,5,970 

166,662 9,5.014 251,076 1, 143,803 
1933 _ 1,56,496 59.096 215, ,591 758, 280 

100, 465 33, 272 133, 737 1,00,5, 771 
1935 637, 742 109, 993 647, 735 1,906. 132 

922, 428 3,59, 6,55 1, 282, 083 3,000, 1,57 
1, 423, 493 490,8,50 1,920,343 3,923,666 

Total- . 5, 169.970 3,017,663 8. 187, 033 24.816, 440 

' September to December 1929. 

The company's advertising was handled through the agency of 
Austin & Bement through the year 1927 and continuing until June 
1932. Thereafter it was handled through the firm of Young & 
Rubicam. 

The Packard Motor Car Co. was charged 15 percent over the cost 
to the agencies for all art-work engraving and composition done by 
them. No charge was made for copy other than radio script for 
which a charge was made. In addition, the agencies bill the com
pany for the gross publication costs on which they receive a discount 
approximating 15 percent from the publisher. Thus the agencies' 
commission on the placement of advertising matter amounts to 
slightly over 15 percent. 

Officers' salaries and bonuses.—The salaries paid to officers of the 
company during each of the years 1927 to 1937, inclusive, are in
cluded in selling and general and administrative expenses appearing 
in the income and expense statement under the subclassification to 
which the services of the recipient pertain. 
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I n addition to the salaries, bonuses were paid in certain of the years 

within the period in accordance with a plan of bonus payments out
lined at page 789 of this report. I n the company statements, pro
visions for bonus payments were made by a charge to income and 
credit to a reserve for special payments to employees and this reserve 
was reduced as bonus payments were made. The Commission's 
accountants have adjusted the income statement by these amounts 
and transferred the provision from income to a direct charge to surplus 
on the theory that such bonus payments are not operating expenses 
but are rather in the nature of dividends. 

For the purpose of showing the total amount received by officers, 
whether in the form of salary or of bonus, the amounts of bonus 
payments are shown here in comparison with all statements of salary 
payments. I n all such comparisons, the statements of salaries and 
of bonuses include the same individuals. 

The aggregate salaries paid to officers and the aggregate amounts 
of bonuses received by those same officers for each of the years 1927 
to 1937, inclusive, ancl for the hiterim 4-month period in 1929 were: 

Salaries Bonuses Tota l 

Year ended Aug . 31— 
1927 - $263.067 

320,000 
314, 284 
99,000 

304,084 
262, 347 
192. 478 
151,241 
188.904 
201, 175 
209. 121 
218, 282 

$237,300 
396, 959 
433, 796 
85,298 

142, 508 

$500.967 
710. 959 
7 « , 0 7 9 
184, 298 

446, 592 
262,347 
192,478 
151, 241 
188, 904 
232, 175 
276, 621 
240, 482 

1928 - - -
$263.067 
320,000 
314, 284 
99,000 

304,084 
262, 347 
192. 478 
151,241 
188.904 
201, 175 
209. 121 
218, 282 

$237,300 
396, 959 
433, 796 
85,298 

142, 508 

$500.967 
710. 959 
7 « , 0 7 9 
184, 298 

446, 592 
262,347 
192,478 
151, 241 
188, 904 
232, 175 
276, 621 
240, 482 

1929 : 

$263.067 
320,000 
314, 284 
99,000 

304,084 
262, 347 
192. 478 
151,241 
188.904 
201, 175 
209. 121 
218, 282 

$237,300 
396, 959 
433, 796 
85,298 

142, 508 

$500.967 
710. 959 
7 « , 0 7 9 
184, 298 

446, 592 
262,347 
192,478 
151, 241 
188, 904 
232, 175 
276, 621 
240, 482 

September-December 1929 

$263.067 
320,000 
314, 284 
99,000 

304,084 
262, 347 
192. 478 
151,241 
188.904 
201, 175 
209. 121 
218, 282 

$237,300 
396, 959 
433, 796 
85,298 

142, 508 

$500.967 
710. 959 
7 « , 0 7 9 
184, 298 

446, 592 
262,347 
192,478 
151, 241 
188, 904 
232, 175 
276, 621 
240, 482 

Year ended Dec, 31— 
1930 -

$263.067 
320,000 
314, 284 
99,000 

304,084 
262, 347 
192. 478 
151,241 
188.904 
201, 175 
209. 121 
218, 282 

$237,300 
396, 959 
433, 796 
85,298 

142, 508 

$500.967 
710. 959 
7 « , 0 7 9 
184, 298 

446, 592 
262,347 
192,478 
151, 241 
188, 904 
232, 175 
276, 621 
240, 482 

1931 -- - - -

$263.067 
320,000 
314, 284 
99,000 

304,084 
262, 347 
192. 478 
151,241 
188.904 
201, 175 
209. 121 
218, 282 

$237,300 
396, 959 
433, 796 
85,298 

142, 508 

$500.967 
710. 959 
7 « , 0 7 9 
184, 298 

446, 592 
262,347 
192,478 
151, 241 
188, 904 
232, 175 
276, 621 
240, 482 

1932 -

$263.067 
320,000 
314, 284 
99,000 

304,084 
262, 347 
192. 478 
151,241 
188.904 
201, 175 
209. 121 
218, 282 

$500.967 
710. 959 
7 « , 0 7 9 
184, 298 

446, 592 
262,347 
192,478 
151, 241 
188, 904 
232, 175 
276, 621 
240, 482 

1933 - - --

$263.067 
320,000 
314, 284 
99,000 

304,084 
262, 347 
192. 478 
151,241 
188.904 
201, 175 
209. 121 
218, 282 

$500.967 
710. 959 
7 « , 0 7 9 
184, 298 

446, 592 
262,347 
192,478 
151, 241 
188, 904 
232, 175 
276, 621 
240, 482 

1934 - -

$263.067 
320,000 
314, 284 
99,000 

304,084 
262, 347 
192. 478 
151,241 
188.904 
201, 175 
209. 121 
218, 282 

$500.967 
710. 959 
7 « , 0 7 9 
184, 298 

446, 592 
262,347 
192,478 
151, 241 
188, 904 
232, 175 
276, 621 
240, 482 

• 1935 

$263.067 
320,000 
314, 284 
99,000 

304,084 
262, 347 
192. 478 
151,241 
188.904 
201, 175 
209. 121 
218, 282 

31, 000 
67, .500 
28, 200 

$500.967 
710. 959 
7 « , 0 7 9 
184, 298 

446, 592 
262,347 
192,478 
151, 241 
188, 904 
232, 175 
276, 621 
240, 482 

1936 -

$263.067 
320,000 
314, 284 
99,000 

304,084 
262, 347 
192. 478 
151,241 
188.904 
201, 175 
209. 121 
218, 282 

31, 000 
67, .500 
28, 200 

$500.967 
710. 959 
7 « , 0 7 9 
184, 298 

446, 592 
262,347 
192,478 
151, 241 
188, 904 
232, 175 
276, 621 
240, 482 1937 - -

$263.067 
320,000 
314, 284 
99,000 

304,084 
262, 347 
192. 478 
151,241 
188.904 
201, 175 
209. 121 
218, 282 

31, 000 
67, .500 
28, 200 

$500.967 
710. 959 
7 « , 0 7 9 
184, 298 

446, 592 
262,347 
192,478 
151, 241 
188, 904 
232, 175 
276, 621 
240, 482 

To ta l 

$263.067 
320,000 
314, 284 
99,000 

304,084 
262, 347 
192. 478 
151,241 
188.904 
201, 175 
209. 121 
218, 282 

31, 000 
67, .500 
28, 200 

$500.967 
710. 959 
7 « , 0 7 9 
184, 298 

446, 592 
262,347 
192,478 
151, 241 
188, 904 
232, 175 
276, 621 
240, 482 

To ta l 2, 724, 043 1, 422, 560 4, 147, 203 

In the tabular statement which follows, the three officers receiving 
the largest salaries are grouped together and their combined salaries 
and the aggregate bonuses received hy them are shown for the same 
period. From 1927 to 1934, inclusive, the same persons and the same 
officers received the three largest salaries. Thereafter the persons and 
the officers receiving the three largest salaries are not identical with 
those in the ea,rlier years. The statement follows. 

Salaries Bonuses To t a l 

Year ended A u ^ . 31— 
1927 

a 

$170,000 
220, 000 
222, 333 
75, 000 

212, 217 
179, 455 
128, 894 
84, 926 
96,913 

109, 328 
122, 723 
137, 000 

$143,000 
251, 9,59 
286. 674 

60, 098 

101, 702 

$313; 000 
471, 059 
509. 007 
135,093 

313,979 
179, 455 
128, 894 
84, 926 
96,013 

131.828 
187, 723 
157, 000 

1928 -

a 

$170,000 
220, 000 
222, 333 
75, 000 

212, 217 
179, 455 
128, 894 
84, 926 
96,913 

109, 328 
122, 723 
137, 000 

$143,000 
251, 9,59 
286. 674 

60, 098 

101, 702 

$313; 000 
471, 059 
509. 007 
135,093 

313,979 
179, 455 
128, 894 
84, 926 
96,013 

131.828 
187, 723 
157, 000 

1929 

a 

$170,000 
220, 000 
222, 333 
75, 000 

212, 217 
179, 455 
128, 894 
84, 926 
96,913 

109, 328 
122, 723 
137, 000 

$143,000 
251, 9,59 
286. 674 

60, 098 

101, 702 

$313; 000 
471, 059 
509. 007 
135,093 

313,979 
179, 455 
128, 894 
84, 926 
96,013 

131.828 
187, 723 
157, 000 

a 

$170,000 
220, 000 
222, 333 
75, 000 

212, 217 
179, 455 
128, 894 
84, 926 
96,913 

109, 328 
122, 723 
137, 000 

$143,000 
251, 9,59 
286. 674 

60, 098 

101, 702 

$313; 000 
471, 059 
509. 007 
135,093 

313,979 
179, 455 
128, 894 
84, 926 
96,013 

131.828 
187, 723 
157, 000 

Year ended Dec, 31— 
19.30 -

a 

$170,000 
220, 000 
222, 333 
75, 000 

212, 217 
179, 455 
128, 894 
84, 926 
96,913 

109, 328 
122, 723 
137, 000 

$143,000 
251, 9,59 
286. 674 

60, 098 

101, 702 

$313; 000 
471, 059 
509. 007 
135,093 

313,979 
179, 455 
128, 894 
84, 926 
96,013 

131.828 
187, 723 
157, 000 

1031 -

a 

$170,000 
220, 000 
222, 333 
75, 000 

212, 217 
179, 455 
128, 894 
84, 926 
96,913 

109, 328 
122, 723 
137, 000 

$143,000 
251, 9,59 
286. 674 

60, 098 

101, 702 

$313; 000 
471, 059 
509. 007 
135,093 

313,979 
179, 455 
128, 894 
84, 926 
96,013 

131.828 
187, 723 
157, 000 

1932 

a 

$170,000 
220, 000 
222, 333 
75, 000 

212, 217 
179, 455 
128, 894 
84, 926 
96,913 

109, 328 
122, 723 
137, 000 

$313; 000 
471, 059 
509. 007 
135,093 

313,979 
179, 455 
128, 894 
84, 926 
96,013 

131.828 
187, 723 
157, 000 

1933 

a 

$170,000 
220, 000 
222, 333 
75, 000 

212, 217 
179, 455 
128, 894 
84, 926 
96,913 

109, 328 
122, 723 
137, 000 

$313; 000 
471, 059 
509. 007 
135,093 

313,979 
179, 455 
128, 894 
84, 926 
96,013 

131.828 
187, 723 
157, 000 

1934 

a 

$170,000 
220, 000 
222, 333 
75, 000 

212, 217 
179, 455 
128, 894 
84, 926 
96,913 

109, 328 
122, 723 
137, 000 

$313; 000 
471, 059 
509. 007 
135,093 

313,979 
179, 455 
128, 894 
84, 926 
96,013 

131.828 
187, 723 
157, 000 

1935 _ - . -

a 

$170,000 
220, 000 
222, 333 
75, 000 

212, 217 
179, 455 
128, 894 
84, 926 
96,913 

109, 328 
122, 723 
137, 000 

22, 500 
05, OOO 
20,000 

$313; 000 
471, 059 
509. 007 
135,093 

313,979 
179, 455 
128, 894 
84, 926 
96,013 

131.828 
187, 723 
157, 000 

1936 - . -

a 

$170,000 
220, 000 
222, 333 
75, 000 

212, 217 
179, 455 
128, 894 
84, 926 
96,913 

109, 328 
122, 723 
137, 000 

22, 500 
05, OOO 
20,000 

$313; 000 
471, 059 
509. 007 
135,093 

313,979 
179, 455 
128, 894 
84, 926 
96,013 

131.828 
187, 723 
157, 000 1937 - --

a 

$170,000 
220, 000 
222, 333 
75, 000 

212, 217 
179, 455 
128, 894 
84, 926 
96,913 

109, 328 
122, 723 
137, 000 

22, 500 
05, OOO 
20,000 

$313; 000 
471, 059 
509. 007 
135,093 

313,979 
179, 455 
128, 894 
84, 926 
96,013 

131.828 
187, 723 
157, 000 

To ta l - - -

a 

$170,000 
220, 000 
222, 333 
75, 000 

212, 217 
179, 455 
128, 894 
84, 926 
96,913 

109, 328 
122, 723 
137, 000 

22, 500 
05, OOO 
20,000 

$313; 000 
471, 059 
509. 007 
135,093 

313,979 
179, 455 
128, 894 
84, 926 
96,013 

131.828 
187, 723 
157, 000 

To ta l - - - 1, 758, 789 960, 993 2, 709, 782 1, 758, 789 960, 993 2, 709, 782 
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An examination of the list of individual salaries received throughout 
the period discloses the fact that the trend of payments followed the 
trend of operating results. They were highest in 1928 a,nd continued 
at approxhnately the same levels through 1929. Comparatively 
small reductions are noted in 1930. During 1931, 1932, and 1933, 
when operations resulted m losses or small profits, successive material 
reductions were made in each year so that for the year 1933 the pay
ments to the three ofiicers receiving the iiighest salaries amounted to 
28, 45, and 62 percent of the amount received by each in 1928. For 
tbe years 1935 to 1937, inclusive, the salaries have increased slightly 
or about to the 1932 level. An indication of the trend of salaries of 
the higher-paid officers may be had from the following tabular state
ment which shows in index form the salary received by the highest-paid 
officer throughout the period. An index of 100 is given to the salary 
for 1928, the year of highest salaries and the amount received before 
and after that year are shown tn their relation to the 100 received in 
1928. 
Year 1927. 

1928. 
1929. 
1930. 

60 
100 
100 
94 

Year 1931 7.'i 
1932 50 
1933. 26 
1934 32 

Year 1935 40 
1936 40 
1937 40 

Analysis of sales, factory cost of sales, selling and administrative 
expense, and gross ami net profit by lines of products.—The sales, factory 
icost of sales, and selling and administrative expenses, and the resulting 
gross and net profits for the business as a whole are shown in the next 
table. 

"TABLE 104.—Packard Motor Car Co.—Summary of net sales, factory cost of sales, 
gross profit on sales, expenses, and net profits by lines of products applying to 
domestic manufacture, 1929 to 19S7, inclusive 

Motor 
vehicles 

Service 
parts and 
accessoiies 

other Total 
business 

$102,518,832 
63. 196.999 
27,015,061 
13,690,8112 
17, 366,306 
12, 780, 512 
47,908,062 
70, 231,962 
91, 137, 387 

$6,095,563 
4,632,329 
3,390,956 
2,073,101 
2, 078, ,143 
1, 799,140 
2, 882, 786 
4, 373, 276 
6,632,087 

$347,026 
690,800 
75, 345 
24,184 
20, 290 

195, 842 
44,413 
9.933 

18,413 

$108,961,411 
53,420,128 
30,481,962 
1.5,788,087 
19,465,147 
14,781.494 
60, 835,261 
74, 66.5,170 
96, 787,887 

435,902, 622 32,057, 770 1,326. 255 470,186, 547 

75, 356, 751 
40. 674, 702 
20, 825, 700 
16, 009,300 
15,357, 809 
17,0-!6, 677 
43,105, 596 
,59,174,435 
82,850,489 

4, 050, 871 
3, ,523, 495 
2,072,012 
1,921,499 
2,163, 764 
1,958,570 
2, 724, 170 
3,754, 134 
5,189, S83 

345, 685 
1,028,357 

74.535 
24. 270 
10.899 

179, 604 
44, 343 
6,169 

15,331 

80,353,307 
4.5.231,654 
29, 572, 2,53 
18,855,135 
17, ,541,,133 
19,184, 7,11 
45, S74. 108 
02,934,738 
88,004,703 

377, 310, 590 28,563, 398 1,738, 093 407,612,031 

Net sales: 
1929,._ 
1930.._ 
1931... 
1932,._ 
1933 
1934 
1935 
1936 

1937 

Total 

Factory cost of sales: 
1929... 
1930 
1931. 
1932 
1933 
1934.. 
1935 
1936 
1937 
Total 
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T A B L E 104.—Packard M o t o r Car Co .—Summary of net sales, f a c to ry cost of sales, 
gross prof i t on sales, expenses, and net prof i ts by lines of products a p p l y i n g to 
domestic manufacture , 1929 io 1937, i n c l u s i v e — C o n t i n u e d 

Motor 
vehicles 

Service 
parts and 
acces.sories 

Other Total 
business 

Gross profit on sales: 
1929. 
1930 
1931 , 
1932 
1933 
1934 
1935 
1936 
1937 

Total 

Distribution and administrative expense 
1929 
1930 
1931 
1932 
1933. 
1934.. 
1935 
1936 
1937 

Total. 

Net mareiu of profit: 
1929.' 
1930. 
1931 
1932 
1933.... 
1934 , 
1935 
1930 
1937... : , 

Total 

$27, 
12, 

1 3, 
2, 

' -1, 
4, 

n , 
8, 

162, OSl 
522, 297 
189, 955 
218, 564 
008.436 
260,166 
802, 467 
107, ,527 
277, 898 

$1,444, 682 
1,103, 834 

718,944 
151,602 
• 85,221 

1 159,430 
168,616 
619,141 
442, 204 

$1,341 
1 437, 667 

810 
1 80 
400 

16,338 
70 

3,764 
3,082 

$28.608,104 
13,188, 574 

909, 709 
' 3,067,048 

1, 923, 615 
' 4, 403, 257 

4, 961,153 
11,730,432 
8, 723,184 

58, ,591,932 4, 304, 372 1 411,838 02, 574,406 

678,131 
248, 814 
650,101 
910,064 
581,905 
918, 9,55 
149, 373 
383, 572 
741,563 

278,152 
282,903 
332, 636 
289, 227 
189, 336 
270,009 
189, 508 
272. 766 
354, 810 

15, 836 
36, OSl 
7,391 
3,374 
1,849 

29,391 
2, 920 

620 
1,160 

4,972,119 
3, 667, 798 
2,990, 128 
2, 202,065 
1,773,090 
2,218,355 
3,341,801 
4, 656,958 
6,097.544 

29, 262,483 2, 459, 353 98, 622 i 31.820,468 

483,950 
273,483 
460,146 
128, 628 
426, 631 
179,120 
663,094 
723,965 
636.330 

1,168, 630 
820,931 
386,308 

> 137, 625 
' 274, 657 
1 429, 439 
1 30, 892 
346, 375 
87,388 

1 14,495 
1 473, 638 

I 6, 681 
1 3, 460 
1 1, 449 

' 13, 053 
1 2, 850 
3,144 
1,922 

29,329,449 1,936,019 ' 510,460 

23.636,986 
9, 620, 778 

1 2.080,419 
1 6, 289,713 

1,50, 525 
• 6,621,612 
1, 019, 352 
7, 073, 474 
2, 626, 640 

30, 754,008 

' Loss. 

The statement shows, for each of the fuU years 1929 to 1937, 
inclusive, the amounts of net sales, factory cost of sales, and selling 
and administrative expenses and the resulting gross and net profits 
applicable to the manufacture of motor vehicles, of service parts and 
accessories and of other products. This last classification consists of 
marine and airplane engines and is neghgible in amount. 

The data presented cover the combined domestic and export 
operations of Packard Motor Car Co. (Miclugan) after exclusion of 
operations of the Detroit selling branch which means that it covers 
only operations of the Detroit factory. 

The allocations of sales, cost of sales and gross profit to motor 
vehicles, service parts and accessories, and other products are based 
on actual segregations maintained by the company. No such segre
gation of selling and administrative expenses has ever been made by 
the companj^ For the purpose of the statement following, an alloca
tion of these expenses has been made on the basis of the relation of 
dollar sales in each line of manufacture to the total sales. 

Percentage of expenses and gross and net profits to sales.—In the 
following table 105, the data presented in the preceding table are 
shown on the basis of $1 of net sales. 



784 F E D E R A L T R A D E C O M M I S S I O N 

TABLE 105.—Packard Motor Car Co.—Ratio of factory cost of sales, gross profit on 
sales, expenses and net profits per dollar of sales apply-ing io domestic manufacture, 
19S9 lo 1937, inclusive 

Motor 
vehicles 

Service 
parts and 
accessories 

Other Total 
business 

Per dollar of sales; 
1929 . 
1930 , 
1931 
1932 , 
1933 _. 
1934 . . 
1935 
1936 
1937 

Total 

Factorv cost of Siilts: 
1929 
1930... 
1931 
1932. 
1933 
1934 
1935 
1930 
1937.. 

Total. 

Gross profit on sales: 
1929 
1930 
1931.. 
1932 
1033. 
1934 
1935 
1936... 
1937.. 

Total 

Distribution and administrative expense: 
1929... . . . . . 
1930 
1931 
1932.. 
1933 
1934 
1935 
1930 
1937 

Total 
Net margin of profit: 

1929... 
1030 
1931 
1932. 
1933 
1934... 
1935 
1936 
1937 

Total 

Cents 
100.0 
100. 0 
100.0 
100.0 
100.0 
100.0 
100.0 
100,0 
100. 0 
IQO.O 

73.5 
76.5 
99.3 

123.5 
88.4 

133.3 
90.0 
84.2 
90.9 

80.6 

26.5 
23.5 

.7 
1 23.5 
11.6 

I 33.3 
10.0 
15 8 
9.1 

13.4 

4.6 
6.1 
9.8 

14.0 
9.1 

16.0 
G. 0 
0.2 
6.3 

21,9 
17.4 
1 9. 1 

I 37. 5 
2.6 

1 48. 3 
3.4 
0.6 
2.8 

C.7 

100.0 
100.0 
100. 0 
ion. 0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

76.3 
76.2 
78.8 
92.7 

104. 1 
108.9 
94 6 
85.9 
92. 1 

23.7 
23.8 
21.2 
7.3 

' 4.1 
> 8.9 

6.5 
14. 1 
7.9 

13.3 

4.6 
6.1 
9.8 

1-4.0 
9. 1 

16.0 
0.6 
6. 2 
6.3 
7.4 

19.1 
17.7 
11.4 

1 6.7 
' 13.2 
> 23. 9 
1 1. 1 

7.9 
1,6 

6,9 

Cents 
100.0 
1011. 0 
100.0 
lOO 0 
100.0 
100. 0 
100.0 
100.0 
100. 0 

ion. 0 

99.6 
174.1 
98.9 

100.3 
98.0 
91,7 
99.8 
62. 1 
83.3 

131.1 

.4. 
174.1 

1.1 
1.3 
2.0 
8.3 
.2 

37.9 
16.7 

1 31. 1 

4.G 
6. 1 
9.8 

14.0 
9.1 

15.0 
6.0 
0.2 
0.3 
7.4 

' 4.2 
180.2 
1 8.7 

1 l - l 3 
> 7. 1 
1 0.7 
1 0.4 
31.7 
10.4 

' 33.5 

Cents 
100.0 
ion. 0 
100. 0 
100.0 
100. 0 
100.0 
100. 0 
100.0 
100.0 

100.0 

73.7 
77.4 
97.0 

119.4 
90. 1 

129 8 
90.2 
84.3 
01.0 
86. 7 

20.3 
22.6 
3.0 

1 19.4 
9.9 

1 29.8 
9.8 

16.7 
9.0 

13.3 

4.6 
0. 1 
9.8 

14.0 
9.1 

15.0 
6.6 
6.2 
0.3 
0.8 

21.7 
10.5 
1 0.8 

1 33. 4 
.8 

1 44. 8 
3.2 
9.5 
2.7 

6.6 

1 Loss. 

This statement shows, for motor vehicles, service parts and acces
sories, and other products manufactured, the comparative proportion 
of each dollar of net sales for factor}'- cost of sales, selling and adminis
trative expenses, and the portions representing gross and net profits. 

The stateinent makes no segregation of export shipments but makes 
allocation of selhng and administrative expense on the basis of dollar 
sales and includes only operations of the Detroit factory, each for the 
reason stated in connection with discussions of table 104 upon wliich 
it is based. 
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Referring to table 105, it may be observed that in relation to sales, 

the gross profit for motor vehicles for the period was 13.4 cents out of 
each dollar in comparison with 13.3 cents for parts and accessories and 
13.3 cents for the entire business. The relations of net income to sales 
for the period were 6.7 cents for motor vehicles, 5.9 cents for parts and 
accessories, and 6.5 cents for the entire business. Factory cost of 
goods sold for the period were, for motor vehicles, 86.0 cents; for parts 
and accessories, 86.7 cents; and for total business, 86.7 cents. Thus 
the relations of gross and net income and factoiy cost of goods sold to 
total net sales varied oidy slightly for the period as between motor 
vehicles, parts and accessories, and total business even though the 
annual residts did vary considerably. The same was true of expenses 
and profits. 

Attention is called to the fact that the profits from motor vehicles 
and from parts and accessories do not follow a consistent trend from 
year to year in relation one to the other. That is, in certain years 
the profit per dollar of sales of motor-vehicle manufactures is greater 
than that on parts and accessories whUe m other years the latter shows 
a greater profit. 

Factory cost of sales absorbed 86.7 cents of each net sales dollar 
for the entire period. This average results from varying proportions 
throughout the period. In 1929 it was 73.7 cents after which there 
was a steadj'' increase through to 1932 when the company lost money 
and the cost of sales exceeded the total net sales by 19.4 cents for each 
dollar. A decrease to 90,1 cents occurred in 1933 a,nd in 1934 factory 
cost alone exceeded net sales by 29,8 cents, the highest for the period. 
Factory cost of sales dropped to 90.2 cents in 1935 and to 84.3 cents 
Ul 1936. For the year 1937, the cost of sales consumed 91 cents of 
each dollar of sales realization. 

Summary of sales, factory cost of sales, ex-penses and profits per car 
sold from domestic manufacture.—FoUo%ving as table 106 is a statement 
of the number of units of Packard cars of all types sold, the average 
net sales, factory cost of sales, and selling a,nd administrative expenses 
per unit sold together with the average resulting gross and net profits 
for the years 1929 to 1937, mclusive. 

TABLE 106.—Packard Motor Car Co.—Summary of sales factory cost of sales, 
expenses and profit per car sold from domestic m.anufacture during the years 1929 
io 1937, inclusive 

Year Units sold Net sales 
per car 

Factory 
cost of snlo.s 

per car 

Oro,'!,'! profit 
of sales per 

car 

Selling and 
administra
tive expense 

per car 

Not profit 
per car 

1929 • 53, 537 $1,914.91 $1,407. 56 $507. 36 $87.38 $419. 97 
1931) .- 2 28,490 1,807,21 1, 42r. 68 430.53 114.03 325. ,50 
1931 ! 14,187 1,904, 25 1,890.86 13 30 186 80 3173.41 
1932 * 0, 439 1, 450, 45 1,791.43 ' 340. 98 202. 30 = 543. 34 
1933 < 9,479 1, 832. 08 1, 620. 20 2U.88 166. 88 4,5. no 
19.34.. ' 6, 427 1, 9.89. 50 2, 052. 35 » 662. 85 298. 68 » 961,43 
19,35 ' 48, 944 978. S3 880. 71 98. 12 64. 35 33 77 
1936 « 79, 412 885. 03 745. 16 139. 87 66.20 84, 67 
1937.-.. « 106, 428 856. 33 778. 55 77.78 53.95 23.83 

Total 356, 343 1, 223. 27 1, 058. 84 164.43 82.12 82.31 

1 Sixes, Eights, and Super Eights. 
! Eights and Super Eights. 
' Denotes a lo.is, 
< Eights, Super Eichts, and Twin SL\es. 
' Standard Eights, Super Eights, and Twelves, 
• Standard Eights (or One-twenties), Super Eights, Twelves, and Sixes. 



7§g FEDERAL TRADE COMMISSION 

All motor vehicles manufactured by the Packard Co. bear the 
name "Packard." Different types have been produced and have 
been identified variously as Twin-sixes, Twelves, Super Eights, 
Standard Eights, One-Twenties, and Sixes. 

Tbe statement shows that, for the entire period 1929 to 1937, 
inclusive, 356,343 units of all types of motor vehicles were sold. On 
each car sold, the-sales realization averaged $1,223.27, the factory 
cost of sales was $1,058.84, the gross profit was $164.43, selling and 
administrative expenses amounted to $82.12 and the net profit was 
$82.31. 

Comparing individual years within the period, the statement 
further shows that from unit sales of 53,537 in 1927, the trend was 
materially downward through 1934 when 6,427 units were sold. 
Thereafter and through 1937, the movement was upward. The 48,944 
units sold in 1935 were only slightly less than the sales in 1929 and 
the 79,412 units sold in 1936 and the 106,428 sold in 1937 far exceeded 
the sales of any other year throughout the period and, in fact, through
out the company's existence. These increases in units sold in 1935, 
1936, and 1937 and the concurrent decrea.ses in average realization are 
accounted for by tbe introduction, in 1935, of the new One-Twenty, 
an eight'Cylinder car to sell in the lower-price brackets and of the 
Six, a sthl lower-priced car in 1936. The number of these lower-
priced cars sold in 1936 and 1937 constituted 94.9 percent and 94.5 
percent, respectively, of the total sold in those years. During the 
years of production of these lower-priced cars, designated as "Junior" 
cars by the company, the numbers of senior cars sold in 1935, 1936, 
and 1937 were 2,122, 4,027, and 5,803, respectively. 

The net sales per car whicb, from 1929 to 1934, inclusive, had shown 
an average close to $2,000 in each j-ear except 1932, dropped to $978 
in 1935 and further dropped to $885 in 1936 and $856 in 1937. These 
lower net sales per car m 1935 to 1937 reflect but do not record the 
sales realization on the newly introduced lower-priced cars. They 
are the average for all cars though, as previously stated, the units 
sold in these years were predominantly the lower-priced cars. 

Comparison of j'earlj^ average net sales with average factory cost 
of sales per car shows that the increase in cost was greater than the 
increase in the sales realization or that tbe decrease in cost was less 
than the decrease in sales realization, both of wliich tends toward 
lower profits. 

As would be the natural tendency, selling and general a.nd admin
istrative expenses are greatest in the low-unit sales and low profit or 
actual loss years 1931 to 1934, inclusive. In the year 1929 the aver
age of these expenses per unit sold was $87.38. This increased to 
$186.80 per unit in the loss year 1931 and to $202.36 in 1932. In 
1933, when oidy a small profit was realized, the average selling and 
administrative expense per unit dropped to $166.88. In 1934, when 
the business as a whole sufl'ered a loss of somewhat over $6,000,000, 
the average selling and administrative expenses per unit sold in
creased to $298.58. Thereafter as greater numbers of motor vehicles 
were sold m 1935, 1936, and 1937, the average of these expenses per 
imit sold dropped to $64.35, $55,20, and $53̂ 95, respectively. 

The net profits vary greatly from year to year from a maximum 
profit of $419.97 per imit sold in 1929 to a maximum loss, of $961.43 
per unit sold in 1934. This extreme loss in 1934 is explained later. 
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The largest net profits were realized in 1929 and 1930 when an aver
age of $419.97 and $325.50, respectively, were realized. I t should 
be borne in mind that only motor vehicles in the higher-price brackets 
were produced in those years. The year 1931 shows an average loss 
of $173.41 on each unit sold. I n 1932, the loss increased to $543.34. 
In 1933 an average profit of $45 was realized and in 1934 the maximum 
yearly loss during the period was sustained when i t reached an a verage 
of $901.43 on each unit sold. Production to and including 1934 had 
consisted entirely of motor vehicles in the higher-price brackets and 
the demand for such cars seemed to be diminishing. 

With tbe introduction of the two cars in the lower-price ranges in 
1935 and 1936 and their continuance through 1937, the net profit 
per unit sold is naturally smaller than would obtain on the la,rger 
cars in profit years. I t is shown that the average net profit on all 
cars since entrance into the lower-price field have been $33.77 in 
1935, $84.67 in 1936, and $23.83 in 1937. 

The extreme loss per unit sold in 1934 results in part from the fact 
that the minimum number of units for the period were sold in 1934 
but to greater extent i t results, as explained in connection with dis
cussions of the income and expense statement, from charging oft' in 
1934, $1,559,975 costs of retooling for the new series of types of cars 
•previously in production and in addition the charging off of $3,541,500 
representing the expenditures in 1934 for toolmg for the new low price 
car to be introduced in 1935. 

Arrangements with finance companies,—In the latter part of 1936, 
Packard Motor Car Co, of Chicago, a subsidiary of ..Packard Motor 
Car Co, (Michigan), made arrangements with Commercial Credit Co. 
whereby i t would no longer be necessary for the Chicago company to 
prepare trust receipt papers and draw draft on them for the dealers' 
cost price of cars released to the dealer and which were to be fioor 
planned by the finance company. The arrangement made was that 
upon receipt of an order from a dealer who financed through Com
mercial Credit Co., the Chicago company would get in touch with the 
regional office of the finance company in Chicago, and if the order 
came -within the particular dealer's credit hne, the cars were released 
for shipment. A copy of the car invoice was mailed to Commercial 
Credit Co. and a check from the credit compan}^ covering the ship
ment was expected by Packard Motor Car Co. of Chicago hy return 
mail. 

After this plan was in effect with certain dealers related to the Chi
cago branch i t was decided to extend the plan to cover all dealers oper
ating through the Chicago company. I n a letter dated September 16, 
1937, from the Chicago company to all of its dealers the plan was 
made effective with all dealers. However, objections were raised by 
some dealers and on September 23, 1937, the compulsory features of 
the plan were discontinued and the plan was made optional with the 
dealers. 

Several other large independent finance companies were approached 
with a plan of clearance wlhch is stated to have been accepted by all 
contacted and which became eft'ective insofar as dealers wished to use 
the plan. 

The plan and its purposes are outlined in the foUowmg excerpts 
from a letter of September 16, 1937, from the Packard Motor Car Co. 
of Chicago to all of its dealers, fl,nnouncing its apphcation to all dealers 
related to tbe Chicago company. 
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Direct factory shipments or release from our warehouse will from that time on 
(September 20, 1937) be invoiced to and paid for by Commercial Credit Co. 
When you are advised by Commercial Credit that our invoice lias been paid you 
will either sign the customary trust receipt papers and issue your check for what
ever down payment is required so as to establish the item in their records as a 
floor plan or demonstrator transaction, or it you prefer not to finance the ship
ment, your check tor the invoice price will be accepted without additional cost to 
you: Provided, You regularly discount your retail paper through Commercial 
Credit Co. I f your retail paper is not offered to Commercial Credit Co., but 
instead to a local bank or finance company, the standard charge for handling will 
be $1 fiat per unit. 

You will appreciate that the above procedure reduces to a single account the 
clearance of car payments instead of necessitating an individual account for each 
dealer. For you the advantages are many. Commercial Credit Co, will act aa 
your banker insofar as car purchases are concerned. There will be less con
fusion since you will not be required to determine in advance the exact cost of a 
shipment of cars and arrange so that we are in possession of your check before the 
shipment leaves our factory or warehouse, but instead will pay Commercial 
Credit Co. after you have received the cars. 

As a moans of reciprocating for this very liberal arrangement which permits con
venient handling for everyone concerned, we ask that you qualify with Commercial 
Credit Co. by submitting a copy of your last financial statement and a signed 
repurchase agreement signifying your intention to discount through that company 
acceptable retail paper. While this is not compulsory, we strongly urge you to 
deal with the factory-approved finance company which is national in scope so that 
you obtain full benefit of their facilities at low cost. To tie in with the factory 
approved finance company carries with it many advantages which cannot be 
measured in dollars and cents. 

The attached agreement when s'gned and returned to this office * * * 
will indicate your acceptance of the clearance plan as outlined * * *_ The 
new arrangement applicable to all dealers of the Packard Chicago company takes 
.•effect next Monday. 

Profit sharing and bonus plans.—Two plans of bonus awards have 
"been in. efl'ect during the period 1927 to 1937, hiclusive, though 
neither has functioned during tbe entire period. Neither of these 
plans in themselves provided for continuing payment of bonuses nor 
did they bestow any vested rights to those to whom payments were 
made. Each simply outlined a basis and a procedure to be followed 
upon succeeding independent decisions to make payments. 

The first of these was a service bonus and provided for fixed amounts, 
varying with the number of years of service, to be paid to all employees 
having served 5 years or more with the company. 

Payments under the second plan were limited to the more important 
and selected executives of the company. The plan permitted of its 
operation only when profits of tbe company bore a certain relation to 
capital stock outstanding, and tbe amount of profits over and above 
this relation governed the amount to be paid. Each of these plans is 
discussed in more detail follomng. 

SerD-ice-bonus plan.—This plan was established in 1924_ and was 
repeatecl from year to year until, and including 1930. At its inception, 
i t was stated to be applicable to more than one-third of all employees 
of the company. 

The plan first became effective tbi-ough a letter dated October_15, 
1924, from the president of the companj'- to eligible employees which, 
after asking for continued cooperation and reduced costs through 
increased efficiency, recites that: 

In recognition of your length of service with the Packard Co., please find a 
check which is made out under the following schedule: 5 years of service, $50; 
6 years of service, $60; 7 years of service, $70; 8 years of service, $80; 9 years of 
service, $90; 10 years of service and over, $100. 
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The same schedule of payments was eft'ective during the years 1924 

to 1930, inclusive, with the single exception that, beginning with the 
payment in 1926, special consideration was given to employees with 
25 or more years service and the schedule was modified to read: 

Ten to twenty-four years of service, $100; 25 years of service and over, $250. 

No vested rights attached to this plan and decision to make pay
ment was made from year to year. 

Service bonuses were discontinued vvith pa,yment for the year 1930 
and have not been resumed since. The following excerpt from a 
letter from the president of the company to members of tbe Packard 
Senior League, the company organization composed of employees 
with 5 or more years of service, records the termination of the plan. 

You ;tre well aware of our high regard for loyal, efficient employees aud our 
desire to reward faitlifu! service. Of course our organization is constantly getting 
older and for that reason the service bonus this year is substantially larger than. 
at any previou.? time. And with uncertain business conditions facing us it seems-
best to discontinue it and not to plan on payment of the service bonus in tbe future. 

Management and bonus plan.—This plan contemplated reward 
only to the more important executives of the companj' upon whom, 
in large degree, the success of the company depended. I t was in
augurated by the board of directors in 1925. Its purposes are set 
forth in the following excerpts from a letter from the president to each 
of the initial beneficiaries under the plan: 

* * * This management bonus is established for the purpose of enabling a 
dozen of the chief executives of the company who constitute the backbone of its 
organization, to participate in the prosperity of the company, according to the 
success of their efforts in its behalf. Hereafter, if the bonus does not suit you, 
you have only yourself and your associates to blame, because the amount of the 
bonus is self-determining. 

* * * the opportunity for increased earnings for the managing executives 
not only will not be a burden to the company's earnings but on the contrary, 
* * * the stimulating effect of this self-determining participation will in
evitably produce results much more than offsetting its cost to the company. 
* * * The directors will not care how large your earnings are, under the plan, 
because the plan is such that you cannot make more for yourselves without making 
much more for the stockholders. 

In brief, tbe plan prohibited payment of a bonus when net earnings 
of the company for the year current were not equal to 12 percent of the 
capital stock outstanding. I t permitted payment of an amount equal 
to 10 percent of tbe salaries of each executive designated by the presi
dent for each million dollars or fraction thereof of net earnings in ex
cess of 12 percent of the capital stock. The following excerpts from 
the plan describe its operation: 

(a) The management bonus shall be self-determining and none shall be paid 
unless and until the net earnings of the company in any fiscal year exceed 12 
percent of the now outstanding common stock of the company. 

(6) For each additional million dollars or fraction thereof of net earnings in 
excess of the amount specified in the previous paragraph, these chief executives to 
be entitled to a bonus of 10 percent of their salaries; -the calculation of the bonus 
to be made on the net profits as certified by the company's auditors to the directors 
of the company. 

(c) The net earnings upon which the bonus is to be based shall be the con
solidated net profit as computed in the company's usual manner, and after taxes 
and the creation of all reserves and the setting aside of all depreciations, as deter
mined by the board of directors, but before the payment of dividends. 

{d) The executives benefitting hereby shall have no vested rights from year to 
year—the board of directors reserving, of course, the full right to terminate at the-
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end of any year, or to change the beneficiaries, or to make any other alterations or 
modifications. 

Bonuses to officers and executives were awarded under this plan in 
each of the years 1925 to 193U, inclusive. Thereafter none was paid 
until 1935. Payments were resumed in 1935 and were continued 
yearly to 1937, inclusive. During the period 1927 to 1937, inclusive, 
the following aggregate payments were made: 

Year Management Executive Total Year Management Executive Total 

1927 $237,300 
396,959 
433, 795 
85,298 

142, 508 

$80.800 
133,003 
131,350 

$318,100 
530,622 
665. 145 
85,298 

193,608 

1935.. $31,000 
67, son 
28,200 

$30,600 
85,300 
54, 050 

$61.,100 
152,800 
82,250 

1928 
$237,300 
396,959 
433, 795 
85,298 

142, 508 

$80.800 
133,003 
131,350 

$318,100 
530,622 
665. 145 
85,298 

193,608 

1936_ 
$31,000 
67, son 
28,200 

$30,600 
85,300 
54, 050 

$61.,100 
152,800 
82,250 1929 

$237,300 
396,959 
433, 795 
85,298 

142, 508 

$80.800 
133,003 
131,350 

$318,100 
530,622 
665. 145 
85,298 

193,608 

1937 

$31,000 
67, son 
28,200 

$30,600 
85,300 
54, 050 

$61.,100 
152,800 
82,250 

1929 1 

$237,300 
396,959 
433, 795 
85,298 

142, 508 

$80.800 
133,003 
131,350 

$318,100 
530,622 
665. 145 
85,298 

193,608 Tota l . , . . 

$31,000 
67, son 
28,200 

$30,600 
85,300 
54, 050 

$61.,100 
152,800 
82,250 

1930 

$237,300 
396,959 
433, 795 
85,298 

142, 508 61,100 

$318,100 
530,622 
665. 145 
85,298 

193,608 Tota l . , . . 1,422,500 660, 763 1,989,323 

$237,300 
396,959 
433, 795 
85,298 

142, 508 61,100 

$318,100 
530,622 
665. 145 
85,298 

193,608 Tota l . , . . 1,422,500 660, 763 1,989,323 

' September to December. 

Consolidated balance sheet.—The discussions and statements here
tofore presented covering the years 1927 to 1937, inclusive, have been 
confined to operations of Packard Motor Car Co. (Michigan) as a 
parent company and from its operations as a parent company the 
effect of investments in and returns from subsidiary companies as well 
as operations of the Detroit selling branch have been eliminated. In 
•effect, then these preceding data have covered only operations of the 
Detroit manufacturing plant. 

In aildition to the main plant at Detroit, the company owns a 
manufacturing plant at 'Windsor, Ontario, and operates sales, export 
and real estate holding companies, all of which are operated through 
subsidiary companies. More detailed discussion of the operation of 
these subsidiary companies is presented earlier in this report. 

For the purpose of showing the assets and liabilities of the company 
after inclusion of those of the subsidiary companies, domestic and 
foreign, the consolidated and condensed balance sheet of the com
pany at the end of each of the fiscal or calendar years 1927 to 1937, 
inclusive, is presented following as table 107. 



TABLE 107.—Packard Motor Car Co.--Consolidated balance sheet at Aug. 31, 1927 io 1929, inclusive, and al Dec. Sl, 1929 io 1937, inclusive 

ASSETS 

At Aug. 31 

1826 1928 1929 

At Dec, 31 

1929 1930 1931 

Current assets; 
Cash In banks and on hand... 
U. S. Govern.T.ent .securities.. 
Municipal and StatG bonds... 
Accounts receivable 
Deferred installment notes 

$5, 421, 845,19 
6,300,000,00 
6,610,166,00 
2,798, 050.80 
1, 898, 619, 63 

$5, 356, 072,93 
7, 200, 000. 00 
4, 729, 046, 88 
3, 361,735,86 
1, 666, 612. 75 

$7,036,030.04 
8, 420, 782. 20 
6, 228, 550. 00 
3,448,876.86 
3,480, 988. 82 

$7,324,610.73 
7, 598,703. 13 
6,289,026. no 
3, 300, 277.04 
3,952,456.13 

$4, 450, 240. 70 
7,309,071.88 
6, 1,50,643,91 
1,866, 140.75 
4. 079, 250, 43 

$4, 100,195.76 
8. 349,087.50 
6,090,928,03 
1,046,686,44 
3,218,181,48 

Inventories at or below cost: 
Kaw materials, work in process, etc. 
Finlshed motor vehicles _.-

8,212,20S. 76 
3,221,467.66 

6,898,811.33 
2, 582, 799, 94 

7, 649,106, 51 
6, 410, 976, 44 

8, 7,33,420. 57 
4,504,487. 69 

5, 191, 229.31 
8,432,997.72 

4, 260, 279, 84 
6, 831, 860, 22 

Total __ 

Total, current assets 

Mortgages and land contracts receivable, etc.. 

11, 433, 736, 32 9,481,641.27 13,035, 082, 95 13, 237,90S, 20 13, 024, 227.03 11, 092,140. 06 

34,469,417, 84 31,79,5,703,69 41,080, 329, 86 41,702,981,89 0,179.70 33, 969, 219, 27 

1,00,5,085.67 1,556,779.82 2,409,711.49 2, 578,190, 43 2,526, 051. 17 1,079,226. 80 

Property account: 
Land, buildings, machinery and equipment (depreciated 

values besinning of year) _ 
Add: Expenditures during year.. __. 

19,358,930.81 
7, 748, 579.23 

22, 942, 611, 36 
9,327, 323.76 

27,471,539.60 
9,053,946,67 

30,813,669,61 
8,932, 090,08 

Total.-_ 
Deduct: Depreciation for year _ 
Land, buildings, plant equipri.ont, etc., at cost.. 
Less: Reserve for depreciation... 

27, 107,610.04 
4,164,898, 08 

32,270,43,5,12 
4f>798, 895.43 

36, 625.486, 36 
6,711,816,76 

39,745,765.6 
3, 35,5,350. C 

51, 642, 643.17 
13,672,389,38 

49,247,238.67 
13, 335,804, 76 

Total, net property investment. 

Kights, privileges, franchises, and inventions. 

22,942, 611.36 27, 471,639.69 30,813,009,61 36, 390,414, 71 37,8; 0,253.79 35,911,423, 81 

1.00 1.00 1.00 1.00 1.00 1.00 

Deferred charges to future operations: Prepaid insurance and 
other expenses 214,814.68 220,001.87 273,612.83 355,403.76 311,396.47 060, 846,14 

Total assets. 68,031,030,43 01,044,632.07 75,177, 321, 79 81,026,991.79 78,788,782,13 71,620,717. C 

$3, 412, 831. 00 
7,875, 750. 00 
2, 705,901. 48 

790, 558.77 
1, seo, 206. 67 

2, 844, G27.00 
5, 029, 439. 54 

7, 874, 066. 54 

24, 519, 318. 06 

1,038,607.11 

47,041.027. 16 
14, 199,075.89 

33,441,951.27 

1.00 

696, 839, 65 

69,696,717.09 
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TABLE 107.—Packard Motor Car Co.—Consolidated balance sheet at Aug. 31. 1927 to 1929, inclusive, and al Dec. 31, 1989 io 1937, 
inclusive—Continued 

ASSETS 

CD 
t o 

A t Dec, 31 

1932 1933 1935 1936 1937 

Currents ns.sets: 
Cash in banks and on b a n d . . 
U . S, Government securities. 
Mun ic ipa l a j i i Stale bonds. . 
Accounts receivable 
Deferred installment notes . . . 

Inventories at or below cost; 
Raw malerials, work in process, etc. 
Finished motor veliicles 

T o t a l . 

Tota l , current assets 

Mortgages and land contracts receivable, etc 

Mortsrages and miscellaneous investments, etc.. 
Casb i n closed banks. 

Property account: 
Land , buildings, p lant equipment, etc., at cost-. 
Less: Reserve for depreciation 

To ta l , net property investment 

Eights, privileges, frajichises, .and inventions 

Deferred ch.arges to fu ture operations: Prepaid insurance and other expenses.. 

To ta l assets 

.$3,340,139.31 
9,171,875.26 

875, 597. 65 
403,892. 70 

,89,5,284, 49 

$3,587,911,98 
10, 817, ,588, 24 

705,801,25 
605,761.50 

1,01:3,999. 76 

$2,747, 101,61 
9,139,118.75 

503,400.00 
608, 643, 57 
976,719, 40 

$4,842,500. 90 
7,477,056. 99 

006,678. 60 
1, 702,331, 17 
2,053, 91,5.78 

$5, 035,026. 47 
7, 561, 222. 21 

098,414.88 
2, 168, ,=1117. 30 
3, 300, 438. 00 

3, 481,704. 42 
2,2,80, 909. 74 

2, 001,304.53 
2, 789,405.90 

2, 972, 267, 57 
1,805, 121,17 

4, 120, 355, 27 
3, 983, 282, 48 

7, 272,095, 82 
2,092,914,89 

5,762, 734. 16 6, 4,50, 800, 43 4, 777.388, 74 8, 108, 037, 75 9.965,010.71 

20, 449, 523.57 22,251,923.16 18, 656, 432. 07 24,851, 151. 10 29, 791, 619. .57 

857, 000. 37 

715,018. no 
666, 295. 27 

056, 732.00 
641, 544. 63 

587,751.00 
603, 754, 66 

607, 970.10 
557,826. 79 

4.5.813,157.85 
14,494.448.89 

45, 035, 879, 28 
16, 978,967.07 

45,062,445.94 
17, 220,164.80 

45,149,631.15 
18, 141,343,00 

44,820,485, 22 
17,44,5,577.93 

31,318,710.96 2U, 116,012.21 27, 842, 291. 14 27,008, 288.09 27, 374, 907. 2S 

1.00 1.00 1.00 1.00 

347, 603, 70 339, 564, 43 403,949.06 280, 981.79 355,203.31 

62,972,841,60 53, 140, 601,07 48, 200,949,89 53, 337, 927. 73 68, 687,539,86 

23, 893, 509, 23 

600, 131. 38 
506, 904. 23 

44, 430, 872.46 
15, 986, 424. 00 

28, 453, 447, SO 

1,00 

373,016.63 

63, 727, 609. 38 

O 
O 

Ul 
Ul 
l-H . 
o 
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L I A B I L I T I E S 

A t A u g . 31 A t Dec. 31 

1920 1927 1928 1929 1929 1930 1931 

Current l iabili t ies: 
Current accounts payable and pay rolls 
Miscellaueous liabiUties not yet due . 

T)ivi(iPTifls navulilo 

$4, 828, 757. 21 
1,872, 167. 77 
2, 200, 868, 40 
1, 802, 658, 40 

$1, 427, 043. 77 
1,007. 761.92 
1,779,783, 15 
1, 802, 558. 40 

$7. 432, 006. 87 
1, 870, 536. 7'1 
3, 160. 000. 00 
2, 253.198. 00 

$7,117, 528. 65 
1. 36,', 043.-94 
3, 43,'i, 069. 76 

£4, 251, 542, 60 
1,073,682.34 
3, 236, 078. 73 
3, 750. 000.00 

893. 059. 11 

$1, 776, 660. 28 
1, 124,232.99 
1,677,470.93 

$1, 648, 46.5. 62 
807, 827, 77 

$4, 828, 757. 21 
1,872, 167. 77 
2, 200, 868, 40 
1, 802, 658, 40 

$1, 427, 043. 77 
1,007. 761.92 
1,779,783, 15 
1, 802, 558. 40 

$7. 432, 006. 87 
1, 870, 536. 7'1 
3, 160. 000. 00 
2, 253.198. 00 

£4, 251, 542, 60 
1,073,682.34 
3, 236, 078. 73 
3, 750. 000.00 

893. 059. 11 1,515, 000,00 666. S60. 76 

Reserves; 
For contingencies 

10, 713,341, 78 

1,437,644,92 

9, 017, 147, 24 

398,406. 13 

14, 705, 741, 61 11,920, 642. 34 13, 201,362.78 5, 993, 384, 20 3, 123, 154. 05 10, 713,341, 78 

1,437,644,92 

9, 017, 147, 24 

398,406. 13 
760, OOO. 00 1, 250, 000. 00 

Capital stock: 
Common (authorized 5,000,000share,s:outstandlng,3,004,264 

shares -$! 0 par) 30, 012, 640. 00 30, 042, 640,00 30, 012,640. 00 

760, OOO. 00 1, 250, 000. 00 

Common (authorized 2,5,000,000shares; outstanding, 16,000,-
30, 012, 640. 00 30, 042, 640,00 30, 012,640. 00 

50, 000. 000. 00 
19 106, 349,-15 

60. 000. 000. 09 
15.631.419. 35 

50. 000. 000. 00 
14.877.332 88 

50. 000. 000.00 
6. 222. 663 04 Surplus _ . . . __ 16. 438. 303. 73 30.986.433 70 30.428.943. IS 

50, 000. 000. 00 
19 106, 349,-15 

60. 000. 000. 09 
15.631.419. 35 

50. 000. 000. 00 
14.877.332 88 

50. 000. 000.00 
6. 222. 663 04 

Tota l liabilities 58,031, 930.43 61,044,632.07 75. 177. 324. 79 81,025,991.79 78, 788. 782. 13 71, O'JO, 717,08 69.59.5,717.09 

o 
» 

O 
1^ 

o 
O 

< 
H 
h-l 

o 

O 
d 
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ts 
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Current liabilities: 
Currenl accounis payable and pay rolls _ 
Miscellaneous liabilities not yet due . . . ; _ 
Provision for Federal Income tax 
Reserve for miseollanoous iLei-ns 
Reserve for tool commitments of model 120 : 
Reserve for Federal and Canadian income taxes of subsidiary companie-s... 

To l a l current liabilities 
Reserves: 

For general purpo.ses 
For cash In closed banks 

Capital stock: 
Common (authorized 26,000,000 shares; outstanding, 16,000,000 shares no 

par) 1 . . . 
Surplus 

Tota! liabilitias 52.972.841.00 

A t Dec. 31 

1932 

$1,477, 
647, 

724,62 
988, 05 

2, 324, 

2, 260, 

690. 28 

ono.CO 

40, ono, 
8, 398. 

000. 00 
251 32 

,533.883 81 
537, 039, 73 

268, 700, 00 

2, 329, 023. 67 

1, 250, 000. 00 
650, 296, 27 

40. non. 000 oo 
904. 635. 23 

53.140, 004. 07 

1934 

$2,787, 122.86 
533, 349. 23 

162.218.35 
1, 198. 734. 00 

13.844 SS 

4, 695, 289 29 

1,250. 000.00 
641, 544. 63 

40, 000, 000, 00 
1. 014. 13,5. 97 

48, 201), 949.1 

$4,078, 775, 34 
625.015.38 
670, 732. 76 

1, 279, 891. 24 

6, 5,54, 414, 72 

1, 2,50. 000. 00 
603, 754, 66 

30, 000, 000. 00 
14.929.7,58, 3.T 

53, 337, 927, 73 

1930 

$7, 795, 869. 62 
844.802.49 

1.230.484.31 
1,021,081. 46 

11,512,837.91 

1, 250. 000. no 
667, 826. 79 

30,000,ono.00 
15. 236. 875. 16 

58, 687, 639. 86 

1937 

$3. 980. 201. 73 
1, 03,5.682.16 

627, 990. 13 
1, 785, 638. 87 

1,429,512.94 

1,260, OOO. no 
506,901. 23 

30.000. 000. 00 
1 1.541,252.21 

53, 727, 669. 38 

1 N o change in shares outstanding—reduction in ledger values accomplished by credits to surplus. 
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Income and expenses—consolidated operations.—The company does 
not prepare a consolidated income statement in tbe sense of combining 
and consolidating all of the items of income and e.xpense and present
ing them in the form of a single statement. Instead, the income and 
expense statements were drawn np separately for the factory opera
tions and for operations of each subsidiary comj-iany. Only the net 
profit of the subsidiary companies was added to "the statement of 
factory operations to show the combined position of the parent com
pany and subsidiaries. Thne did not permit of examination of records 
of subsidiary companies and therefore such a statement was not 
constructed. 

The combined net profit of the consolidated company is presented 
as table 108 following. This statement shows the final net profit or 
loss for factory operations, for which detail is presented in the state
ment of factory operations on page 775, the final net profit or loss from 
operations of subsidiary companies anci the consolidated net profit for 
the entire company both before and after provision for Federal and 
State income taxes, for each of tbe fiscal years 1927 to 1929, inclusive, 
for the 4 months interim period in 1929 and for the calendar yeai-s 
1930 to 1937, inclusive. 

The profits shown for Detroit factory operations are after adjust
ments made by the Commission's accountants which are referred to 
on page 773. No adjustments have been made in the profits of sub
sidiary companies since no detailed examination of their records was 
made. 

TABLE 108.—Packard Motor Car Co,—Statement of consolidated net income from 
operations, 1927 to 1937, inclusive 

Net profit before provision for income 
taxes 

Provision tor income taxes 

Detroit 
factory' 

Subsidiary 
companies > Total Detroit 

factory i 
Subsidiary 
companies' 

Fiscal year ended Aug. 31— 
1927 
1928 
1929 

September to December, inclusive: 
1929 

Calendar year ended Dec, 31— 
1930.. 
1931 

$11,596, 467 
22, 111, 136 
25, 226, 255 

E, 115, 458 

10, 593, 462 
3 1.166,712 
8 4, 846,082 

545, 033 
5 6,246,915 

2,047,112 
7,497,316 
3,197, 290 

$2, 200, 215 
3, 599, 427 
4,126, 923 

481, 997 

890, 033 
3 532. 405 
3 834, 187 
1 189.919 
I 438, 828 

481, 6X5 
931,272 
699, 314 

$13, 796, 682 
25,710, 562 
29, 353,178 

5, 507, 455 

11, 483, 490 
3 1, 699, 117 
J 5, 079, 269 

365, 714 
1 6, 08,5, 743 

2, 528,797 
8, 423, 537 
3, 306, 604 

$1,529,942 
2,670,165 
2, 384, 605 

679,105 

1, 215, 610 

$287,943 
431,288 
630, 320 

63,178 

116, 572 

1932 ' --

$11,596, 467 
22, 111, 136 
25, 226, 255 

E, 115, 458 

10, 593, 462 
3 1.166,712 
8 4, 846,082 

545, 033 
5 6,246,915 

2,047,112 
7,497,316 
3,197, 290 

$2, 200, 215 
3, 599, 427 
4,126, 923 

481, 997 

890, 033 
3 532. 405 
3 834, 187 
1 189.919 
I 438, 828 

481, 6X5 
931,272 
699, 314 

$13, 796, 682 
25,710, 562 
29, 353,178 

5, 507, 455 

11, 483, 490 
3 1, 699, 117 
J 5, 079, 269 

365, 714 
1 6, 08,5, 743 

2, 528,797 
8, 423, 537 
3, 306, 604 

1933 

$11,596, 467 
22, 111, 136 
25, 226, 255 

E, 115, 458 

10, 593, 462 
3 1.166,712 
8 4, 846,082 

545, 033 
5 6,246,915 

2,047,112 
7,497,316 
3,197, 290 

$2, 200, 215 
3, 599, 427 
4,126, 923 

481, 997 

890, 033 
3 532. 405 
3 834, 187 
1 189.919 
I 438, 828 

481, 6X5 
931,272 
699, 314 

$13, 796, 682 
25,710, 562 
29, 353,178 

5, 507, 455 

11, 483, 490 
3 1, 699, 117 
J 5, 079, 269 

365, 714 
1 6, 08,5, 743 

2, 528,797 
8, 423, 537 
3, 306, 604 

1934 

$11,596, 467 
22, 111, 136 
25, 226, 255 

E, 115, 458 

10, 593, 462 
3 1.166,712 
8 4, 846,082 

545, 033 
5 6,246,915 

2,047,112 
7,497,316 
3,197, 290 

$2, 200, 215 
3, 599, 427 
4,126, 923 

481, 997 

890, 033 
3 532. 405 
3 834, 187 
1 189.919 
I 438, 828 

481, 6X5 
931,272 
699, 314 

$13, 796, 682 
25,710, 562 
29, 353,178 

5, 507, 455 

11, 483, 490 
3 1, 699, 117 
J 5, 079, 269 

365, 714 
1 6, 08,5, 743 

2, 528,797 
8, 423, 537 
3, 306, 604 

1936 . . . 
. 1937 

Total.. 

$11,596, 467 
22, 111, 136 
25, 226, 255 

E, 115, 458 

10, 593, 462 
3 1.166,712 
8 4, 846,082 

545, 033 
5 6,246,915 

2,047,112 
7,497,316 
3,197, 290 

$2, 200, 215 
3, 599, 427 
4,126, 923 

481, 997 

890, 033 
3 532. 405 
3 834, 187 
1 189.919 
I 438, 828 

481, 6X5 
931,272 
699, 314 

$13, 796, 682 
25,710, 562 
29, 353,178 

5, 507, 455 

11, 483, 490 
3 1, 699, 117 
J 5, 079, 269 

365, 714 
1 6, 08,5, 743 

2, 528,797 
8, 423, 537 
3, 306, 604 

480, 000 
1,150, onn 

476, 000 

91, 515 
161. 862 
127, 233 

1936 . . . 
. 1937 

Total.. 76, 581, 408 
6, 068, 943 

11,41.5,532 
1, 007, 2.53 

88,996, 940 
7, 670, 201 

10,990, 427 
969, 744 

1,812,961 
159,967 

See footnotes at end of table. 
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T A B L E 108.-

REPORT ON MOTOR V E H I C L E INDUSTRT 7 9 5 

-Packard Motor Car Co.—Statement of consolidated net income f rom 
operations, 1927 to 1937, inclusive—Continued 

Provision 
for income 
taxes, total 

Net profit after provision Ior income 
ta.̂ es Provision 

for income 
taxes, total Detroit 

factory ' 
Subsidiary 
companies' Total 

Fiscal year ended Aug. 31— 
1927 $1,817,885 

3,107,463 
3,414,926 

642,283 

1, 332,182 

$10,066,526 
19,434,970 
22,341.660 
4, 536,353 

9,377,342 
• 3 1,166, 712 
3 4, 845,082 

546, 633 
3 6,246,915 

1,,567, 112 
6.347,315 
2, 632, 290 

$1, 912,272 
3,163,139 
3, 690, 603 

418, 819 

773, 466 
3 532,405 
3 334, 187 
> 189,919 
3 433, 828 

390,170 
766,410 
572, 031 

Sll, 978, 797 
22,603,109 
26,938,253 
4,955,172 

10,151,303 
3 1,699, 117 
3 5, 679, 269 

3.5,5,714 
3 6, 685, 743 

1, 9,57, 282 
7,113, 725 
3, 201, 321 

1928 
$1,817,885 
3,107,463 
3,414,926 

642,283 

1, 332,182 

$10,066,526 
19,434,970 
22,341.660 
4, 536,353 

9,377,342 
• 3 1,166, 712 
3 4, 845,082 

546, 633 
3 6,246,915 

1,,567, 112 
6.347,315 
2, 632, 290 

$1, 912,272 
3,163,139 
3, 690, 603 

418, 819 

773, 466 
3 532,405 
3 334, 187 
> 189,919 
3 433, 828 

390,170 
766,410 
572, 031 

Sll, 978, 797 
22,603,109 
26,938,253 
4,955,172 

10,151,303 
3 1,699, 117 
3 5, 679, 269 

3.5,5,714 
3 6, 685, 743 

1, 9,57, 282 
7,113, 725 
3, 201, 321 

1929 

$1,817,885 
3,107,463 
3,414,926 

642,283 

1, 332,182 

$10,066,526 
19,434,970 
22,341.660 
4, 536,353 

9,377,342 
• 3 1,166, 712 
3 4, 845,082 

546, 633 
3 6,246,915 

1,,567, 112 
6.347,315 
2, 632, 290 

$1, 912,272 
3,163,139 
3, 690, 603 

418, 819 

773, 466 
3 532,405 
3 334, 187 
> 189,919 
3 433, 828 

390,170 
766,410 
572, 031 

Sll, 978, 797 
22,603,109 
26,938,253 
4,955,172 

10,151,303 
3 1,699, 117 
3 5, 679, 269 

3.5,5,714 
3 6, 685, 743 

1, 9,57, 282 
7,113, 725 
3, 201, 321 

September to December, inclusive: 1929 
Calendar year ended Dec. 31— 

1030 L 

$1,817,885 
3,107,463 
3,414,926 

642,283 

1, 332,182 

$10,066,526 
19,434,970 
22,341.660 
4, 536,353 

9,377,342 
• 3 1,166, 712 
3 4, 845,082 

546, 633 
3 6,246,915 

1,,567, 112 
6.347,315 
2, 632, 290 

$1, 912,272 
3,163,139 
3, 690, 603 

418, 819 

773, 466 
3 532,405 
3 334, 187 
> 189,919 
3 433, 828 

390,170 
766,410 
572, 031 

Sll, 978, 797 
22,603,109 
26,938,253 
4,955,172 

10,151,303 
3 1,699, 117 
3 5, 679, 269 

3.5,5,714 
3 6, 685, 743 

1, 9,57, 282 
7,113, 725 
3, 201, 321 

1931 

$1,817,885 
3,107,463 
3,414,926 

642,283 

1, 332,182 

$10,066,526 
19,434,970 
22,341.660 
4, 536,353 

9,377,342 
• 3 1,166, 712 
3 4, 845,082 

546, 633 
3 6,246,915 

1,,567, 112 
6.347,315 
2, 632, 290 

$1, 912,272 
3,163,139 
3, 690, 603 

418, 819 

773, 466 
3 532,405 
3 334, 187 
> 189,919 
3 433, 828 

390,170 
766,410 
572, 031 

Sll, 978, 797 
22,603,109 
26,938,253 
4,955,172 

10,151,303 
3 1,699, 117 
3 5, 679, 269 

3.5,5,714 
3 6, 685, 743 

1, 9,57, 282 
7,113, 725 
3, 201, 321 

1932 

$10,066,526 
19,434,970 
22,341.660 
4, 536,353 

9,377,342 
• 3 1,166, 712 
3 4, 845,082 

546, 633 
3 6,246,915 

1,,567, 112 
6.347,315 
2, 632, 290 

$1, 912,272 
3,163,139 
3, 690, 603 

418, 819 

773, 466 
3 532,405 
3 334, 187 
> 189,919 
3 433, 828 

390,170 
766,410 
572, 031 

Sll, 978, 797 
22,603,109 
26,938,253 
4,955,172 

10,151,303 
3 1,699, 117 
3 5, 679, 269 

3.5,5,714 
3 6, 685, 743 

1, 9,57, 282 
7,113, 725 
3, 201, 321 

1933 

$10,066,526 
19,434,970 
22,341.660 
4, 536,353 

9,377,342 
• 3 1,166, 712 
3 4, 845,082 

546, 633 
3 6,246,915 

1,,567, 112 
6.347,315 
2, 632, 290 

$1, 912,272 
3,163,139 
3, 690, 603 

418, 819 

773, 466 
3 532,405 
3 334, 187 
> 189,919 
3 433, 828 

390,170 
766,410 
572, 031 

Sll, 978, 797 
22,603,109 
26,938,253 
4,955,172 

10,151,303 
3 1,699, 117 
3 5, 679, 269 

3.5,5,714 
3 6, 685, 743 

1, 9,57, 282 
7,113, 725 
3, 201, 321 

1934 

$10,066,526 
19,434,970 
22,341.660 
4, 536,353 

9,377,342 
• 3 1,166, 712 
3 4, 845,082 

546, 633 
3 6,246,915 

1,,567, 112 
6.347,315 
2, 632, 290 

$1, 912,272 
3,163,139 
3, 690, 603 

418, 819 

773, 466 
3 532,405 
3 334, 187 
> 189,919 
3 433, 828 

390,170 
766,410 
572, 031 

Sll, 978, 797 
22,603,109 
26,938,253 
4,955,172 

10,151,303 
3 1,699, 117 
3 5, 679, 269 

3.5,5,714 
3 6, 685, 743 

1, 9,57, 282 
7,113, 725 
3, 201, 321 

1935 - 571,515 
1. 314,802 

602,283 

$10,066,526 
19,434,970 
22,341.660 
4, 536,353 

9,377,342 
• 3 1,166, 712 
3 4, 845,082 

546, 633 
3 6,246,915 

1,,567, 112 
6.347,315 
2, 632, 290 

$1, 912,272 
3,163,139 
3, 690, 603 

418, 819 

773, 466 
3 532,405 
3 334, 187 
> 189,919 
3 433, 828 

390,170 
766,410 
572, 031 

Sll, 978, 797 
22,603,109 
26,938,253 
4,955,172 

10,151,303 
3 1,699, 117 
3 5, 679, 269 

3.5,5,714 
3 6, 685, 743 

1, 9,57, 282 
7,113, 725 
3, 201, 321 

1936 -
571,515 

1. 314,802 
602,283 

$10,066,526 
19,434,970 
22,341.660 
4, 536,353 

9,377,342 
• 3 1,166, 712 
3 4, 845,082 

546, 633 
3 6,246,915 

1,,567, 112 
6.347,315 
2, 632, 290 

$1, 912,272 
3,163,139 
3, 690, 603 

418, 819 

773, 466 
3 532,405 
3 334, 187 
> 189,919 
3 433, 828 

390,170 
766,410 
572, 031 

Sll, 978, 797 
22,603,109 
26,938,253 
4,955,172 

10,151,303 
3 1,699, 117 
3 5, 679, 269 

3.5,5,714 
3 6, 685, 743 

1, 9,57, 282 
7,113, 725 
3, 201, 321 1037 -

571,515 
1. 314,802 

602,283 

$10,066,526 
19,434,970 
22,341.660 
4, 536,353 

9,377,342 
• 3 1,166, 712 
3 4, 845,082 

546, 633 
3 6,246,915 

1,,567, 112 
6.347,315 
2, 632, 290 

$1, 912,272 
3,163,139 
3, 690, 603 

418, 819 

773, 466 
3 532,405 
3 334, 187 
> 189,919 
3 433, 828 

390,170 
766,410 
572, 031 

Sll, 978, 797 
22,603,109 
26,938,253 
4,955,172 

10,151,303 
3 1,699, 117 
3 5, 679, 269 

3.5,5,714 
3 6, 685, 743 

1, 9,57, 282 
7,113, 725 
3, 201, 321 

Total . . . 

571,515 
1. 314,802 

602,283 

$10,066,526 
19,434,970 
22,341.660 
4, 536,353 

9,377,342 
• 3 1,166, 712 
3 4, 845,082 

546, 633 
3 6,246,915 

1,,567, 112 
6.347,315 
2, 632, 290 

$1, 912,272 
3,163,139 
3, 690, 603 

418, 819 

773, 466 
3 532,405 
3 334, 187 
> 189,919 
3 433, 828 

390,170 
766,410 
572, 031 

Sll, 978, 797 
22,603,109 
26,938,253 
4,955,172 

10,151,303 
3 1,699, 117 
3 5, 679, 269 

3.5,5,714 
3 6, 685, 743 

1, 9,57, 282 
7,113, 725 
3, 201, 321 

Total . . . 12, 803,388 
1,129, 711 

64, 690, 981 
.5,699, 204 

9, 602, 571 
847, 2S6 

74, 193, ,552 
0. 546, 4P0 Yearly average. 

12, 803,388 
1,129, 711 

64, 690, 981 
.5,699, 204 

9, 602, 571 
847, 2S6 

74, 193, ,552 
0. 546, 4P0 

' Parent company, exclusive of Detroit selling branch. 
! Including Detroit selliug branch. 
3 Loss, 

SECTION 5. T H E STUDEBAKBE CORPORATION 

Introduction.—Tbe Studebaker Corporation and its predecessors 
first began experimenting; with "horseless carriages" in 1897, when an 
electric automobile was built. I n 1902, production of gasoline auto
mobiles was begun. Studebaker is now one of the more important 
independent manufacturers of motor vehicles. Its sale of motor 
vehicles, from January 1, 1902, through December 31, 1938 (including 
Pierce-Arrow while i t was owned by Studebaker), was nearly 2,017,000, 
of which about 1,908,000 were passenger cars and nearly 69,000 were 
commercial cars. The aggregate sales were approximately 3 percent of 
the total number of passenger cars sold from 1900 to 1938, inclusive. 

Studebaker's sales of motor vehicles increased from 15,300 cars in 
1910, to a maximum of 145,167 passenger cars in 1923, which was 
slightly more than 4 percent of the national sales. Its annual sales 
remained large through 1929, after which thej^ decreased during the 
depression to a minimum of 47,022 motor vehicles in 1932. For each 
of the years 1936 and 1937, there was a steady increase to nearly 
92,000. I n 1938, approximately 2.19 percent of new passenger-car 
registrations were Studebakers. 

History of the Studebaker Corporation,—The formation of The Stude
baker Corporation (New Jersey) on February 14, 1911, resulted from 
a merger of Studebaker Bros. Manufacturing Co. and Everitt-Metzger-
Flanders Co. The Studebaker Corporation (New Jersey) went into 
receivership on March 18, 1933, and went into trusteeship on Novem
ber 11, 1934. Thus, the operations were carried on by receivers or 
trustees from March 19, 1933, to March 8, 1935, inclusive, at which 
time the new company, under the name The Studebaker Corporation, 
took over the assets of the old company. 

As of January 1, 1911, the date of the formation of The Studebaker 
Corporation (New Jersey), there was a write-up in the amount of 
$19,807,277, recorded on the books of the company as trade name, 
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goodwill, and patent rights, which is shown in a comparison of the-
closmg balance sheets of the predecessor companies and the opening-
balance sheet of The Studebaker Corporation, set forth below: 

Opening balance sheet of the Studebaker Corporation as of Jan. 1, 1911, and closing-
balance sheets of Evcriit-Metzger-Flanders Co. and Studebaker Bros. Manufac
turing Co. as of Dec. Sl, 1910 

Everitt--Metz-
gor-FIanders 
Co.. Dec. 31, 

191U 

Studebaker 
Bros, IVtanu-
facturitig r?o., 
Dec. 31, 1910 

Increase 
through re-

ori;ani2atlon 

The stude
baker Cor
poration, as 

of,lan, 1, 1911 

Assets: 
Cash 
Kcceivables 
Investra(^nts 
Inventories 
Plant and property.. 
Di'ferred items 
Trade name, goodwill, and patents.. 

Total assets 

$70,492 
919,:305 
142,494 

2,3:J8,135 
3, 827, 293 

40, 234 

$444, 525 
4, 772, 673 

000,019 
12, 305, 286 
5, 934,697 

211,125 

$6, 628, 602 

1 2, 063,400 

24. 318, 324 

19,807,277 

23. 367, 479 

$6,143.019-
5,691,978 

742,513 
12, ,575, ()20' 
9,811,990 

251,3,59 
19,307, 277 

65, 333, 756 

Liabilities: 
Notes payable.-
Accounts payable 
Minority stock of subsidiaries... 
First-mortgage 5-percent bonds., 
6- iiercenL preferred stock. 
7- percent preferred stock_ 
Common stock. 
Surplus 

1, 765,203 
1,923,432 

8,491, 974 
1, 382, 387 

29, 100 
2, 700, 000 
1, 600, 000 

1, OUO, 000 
2,649, 258 

3, OOO, 000 
6,614,863 

1 2,700, 000 
' 1, ,500. 000 
13,,™, 000 
23, 331, 6 ) 1 
' 9,264, 121 

Total liabilities. 7,337,953 24,318,324 23, 307,479 

10, 257, 237 
3,30.5,819 

29,100 

13, ,500, ono 
27,931, OUO 

55.023.756 

1 Decrease. 

Brief descriptions of the operations prior to 1911 of each of the pred
ecessor companies, namely, Everitt-Metzger-Flanders Co. and Stude
baker Bros. Manufacturing Co., are given under a separate heading 
in tbis section. 

As was stated before, The Studebaker Corporation (Delaware), 
formed January 26, 1935, acquired pursuant to a plan of reorganization 
dated December 10, 1934, all of the assets (except those distributed 
to creditors) of the Studebaker Corporation (New Jersey). In the 
reorganization and formation of The Studebaker Corporation (Del
aware), a part of its securities, together with a small amount of cash 
and the common stock of White Motor Co., which had been held in 
hivestments, were given in settlement of the claims of the creditors, 
bondholders and preferred-stock holders of The Studebaker Corpora
tion (New Jersey). The common-stock holders of The Studebaker 
Corporation (New Jersey) did not receive any equity in tbe new com
pany but did receive certain subscription rights. The balance of the 
securities of The Studebaker Corporation (Delaware) were issued to 
subscribers and underwriters for cash. 

The plan of reorganization provided for the distribution of securities 
and the settlement of claims by the issuance of securities or cash ]iay-
ments as foHows: 

T o the ci-editors a n d bondholders of t h e o l d c o m p a n y f o r each $100 p r i n c i p a l 
a m o u n t of c la ims there were issued a p p r o x i m a t e l y 4 shares of c o m m o n stock of 
t h e new c o m p a n y a n d 2.64 shares of c o m m o n s tock of W h i t e M o t o r Co. , p lus 
s u b s c r i p t i o n r ights t o debentures a n d c o m m o n s tock. 

T o credi tors of R o c k n e M o t o r s C o r p o r a t i o n f o r each $100 p r i n c i p a l a m o u n t of 
c la ims, p a y m e n t s -n'ere made of $25 i n cash, $50 p r i n c i p a l a m o u n t of debentures 
of t h e new company , one share of c o m m o n s tock i n the ne-w c o m p a n y , and a p p r o x i -
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mately seven-tenths of a share of common stock of White Motor Co., plus certain 
-subscription rights. 

To the holders of preferred stock of the old company were issued one and one-
fourth shares of common stock of the new company, plus certain subscription 
rights. 

To the holders of the common stock of the old company were granted certain 
subscription rights. 

In settlement of the claims agahist the receivership estate, the hold
ers of $14,861,050 principal amount of gold notes of The Stu.debaker 
Corporation (New Jersey) received 669,983 shares of common stock 
of the new company and 442,187 shares of common stock of White 
Motor Co. which had been held as an investment by The Studebaker 
Corporation (New Jersey). The bank debt in the amount of $3,628,449 
was settled for $299,197 in cash, 148,949 shares of common stock of 
the new company and 98,306 shares of the common stock of White 
Motor Co. The merchandise and miscellaneous creditors, with claims 
of $1,620,229 against The Studebaker Corporation estate a,nd $769,357 
against Rockne Motors Corporation estate, were given $212,985 in 
•cash, $425,969 prmcipal a.mount of debentures, 80,285 shares of com
mon stock of the new company, and 53,319 shares of common stock of 
White Motor Co. The holders of $5,808,200 par value of preferred 
stock of the old company received 72,602 shares of common stock of 
the new compan3^ As a result of the reorganization as of March 9, 
1935, there were considerable changes in the balance-sheet accounts 
which are summarized in the following tabulation: 

Comparison of closing balance sheet of The Studebaker Corporation {New Jersey) and 
opening balance sheet of Tiie Studebaker Corporation {Delaware), Mar. 9, 1935 

Studebaker 
Corpora
tion—old 
company. 

Mar. 8, 1935 

Decrease in 
balance-

sheet 
accounts 

Studebaker 
CoriJora-

tion—new-
company, 

Mar. 9, 1935 

Assets: 
Cash 
Receivables and other current assets. 
Inventories 
Deferred charges and prepaid items.. 
Unamortized di.scount 
Miscellaneous investments 
Investments in White Motor Co 
Plant and property 
Trade name, goodwill, and patents.. 

Total assets. 

Liabilities: 
Notes payable 
Bank debt 
Creditors claims 
Deposit on sales contracts 
Accrued interest at Mar. 18, 1933 
Accounts payable.. , 
Sundry creditors and accruals 
Eeserve inr reorganization 
6- percent gold notes 
10-year convertible debenture 
7- i)ercent cumulative preferred stock. 
Common stock no-par value 
Common stock $1 par value 
Capital surplus 
Earned surplus 

Total liabilities. 

$1, 136, 737 
1.464, 037 
6, 202,371 

311,177 

> ,$5, 870, 943 

451, 875 
26.853,821 
49, 672, 322 

1 

1 1,164,173 
185, 761 

26,863, 821 
34,896, 895 

86, 092,341 54,901,361 

602, 924 
3, 028.449 
2,424,129 

201, 678 
268, 657 

3,035, 658 
1, 610, 295 

3, 628,449 
2,424,129 

14, 681. 0,50 

5,808, 200 
49, 285, 740 

1, 70,8, 375 
2, 707, 380 

208, 057 
1 6 

9, 942 
1 717,479 

14, 301,060 
I 6, 843, 804 

6, 803, 200 
49, 286, 740 
1 2,136. 735 

1 14, 394,168 
2, 707, 336 

86,092,341 54, 901, 301 

$7, 007, 680 
1, 404, 037 
6, 202, 371 

311,177 
1,164,173 

266,114 

14, 775,427 
1 

31, 190,980 

502.924 

201, 578 

3,085,564 
1, 000. 363 

717, 479 

6, 843, 804 

2,136,735 
16,102, 543 

31,190,980 

' Increase. 
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The increase in the amount of cash of the new company over that 
of the old company resulted from the sale of units of debentures and 
common stock of the new companjr. 

History of ihe predecessor companies.—Tbe predecessor companies 
of The Studebaker Corporation (New Jersey) were important factors 
in the motor-vehicle industry at the time of their merger in 1911. 
Brief descriptions of the predecessor companies, namely, Studebaker 
Bros. Manufacturing Co. and Everitt-Metzger-Flanders Co., are 
presented here. 

H . & C. Studebaker established, in 1852, a wagon-making business 
with a capital of $65 and two forges, whicli business expanded to 
become one of the largest in the world for the manufacture of horse-
drawn equipment and harness. Studebaker Bros. Manufacturing Co. 
was organized March 26, 1868, under the laws of the State of Incliana, 
with a capital of $75,000, hy Clem, John M . , and Peter E. Studebaker, 
each of whom owned one-third interest. This company took over 
the business of H . & C. Studebaker. Thereafter the firm expa.nded 
rapidly. The horse-drawn vehicles and harness business of the 
Studebaker Bros. Manufacturing Co. and also its motor-vehicle busi
ness were acquired in 1911 by the Studebaker Corporation. I n 1919 
and 1920 the horse-drawn vehicle business was liquidated and only 
the motor-vehicle business was continued. 

With the advent of the motor vehicle in the late nineties, Studebaker 
Bros. Manufacturing Co. began -to experiment with motor vehicles. 
I n the spring of 1897 the company built an "electric horseless vehi
cle," and in 1899 began building bodies for electric runabouts made 
by another comj)any. I n 1902 the company began building electric 
-runabouts and trucks, of which 20 were sold during that year. I t 
continued to manufacture electric vehicles until 1912. I n 1904 the 
company began building gasoline-propelled motor vehicles. The in
creases in net sales in the twentieth century, shown in the foregoing 
tabulation, are largely accounted.for by the sales of motor vehicles. 

Everitt-Metzger-Flanders Co,—Everitt-Metzger-Flanders Co., incor
porated under the laws of the State of Michigan, August 4, 1908, was 
formed to manufacture and distribute medium-priced motor vehicles. 
Soon thereafter Studebaker Bros. Manufacturing Co. obtained exclu
sive rights to sell the motor vehicles known as Studebaker-E-M-F 
cars, which were manufactured by Everitt-Metzger-Flanders Co. 
The capital stock of Everitt-Metzger-Flanders Co. was acquired 
shortly after its formation by Studebaker Bros. Manufacturing Co., 
and, as previously stated, these two companies were merged as of 
January 1, 1911, to form The Studebaker Corporation. 

During the 2% years operations of Everitt-Metzger-Flanders Co., 
i t had a remarkable growth in sales of motor vehicles, as shown in 
the following tabulation: 

Period covered 
Nimiber of 
cars pro

duced 
Net sales Net proflts 

Aug, 4, 1903, to Dec. 31, 1909 
Year ended Dec. 31,1910 . 

Total 

8,132 
1.5,300 

$7, 368, 428 
. 13,809,9.87 

$1,607,776 
1,606 305 

Aug, 4, 1903, to Dec. 31, 1909 
Year ended Dec. 31,1910 . 

Total 23,432 21, 230, 615 3, 214,082 23,432 21, 230, 615 3, 214,082 
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Acquisition and disposal of the Pierce-Arroiv Motor Car Co.—Control 
of the Pierce-Arrow Motor Car Co. was obtained in August 1928, 
through acquisition of the class B stock of that company. Additional 
acquisitions were made of this company's stock and obligations from 
time to time, so that practically all of the outstanding securities were 
owned by The Studebaker Corporation at a cost of $9,573,998, as 
follows: 
Class B stock (230,125 share,?) $2, 000, 000 
Class A stock (152,211 shares) 4, 190, 044 
Preferred stock (23,800 .shares) 1, 237, 100 
6-percent gold note receivable 2, 000, 000 
Account receivable 108, 188 
Accrued interest receivable 38, 666 

Total 9, 573, 998 

The enthe equity in the Fierce-Arrow Motor Car Co. was disposed 
of in August 1933, to a syndicate of investment bankers and others 
for 81,000,000 in cash. I n order to complete the transaction in dis
posing of this equity, i t was necessary for The Studebaker Corporation 
to pay the White Motor Co. the sum of S150,000 to cover losses on 
purchases by that company from the Pierce-Arrow Motor Car Co., 
and also to pay for Federal stock transfei' stam.ps amounting to 
$16,246. Thus, as a result of the acquisition and disposal of the 

•equity in the Pierce-Arrow Motor Car Co., The Studebaker Corpora
tion sustained a loss of $8,740,244. 

I n 1929, the first j-ear that the Pierce-Arrow Motor Car Co, was 
operated under the direction, of The Studebaker Corporation, its output 
increased materially, but thereafter, as the depression • increased in 
seveiity, its production declmed and its operations became so un
profitable that they were discontinued hi 1933, The annual number 
of motor vehicles sold by the Pierce-Arrow Motor Car Co. from 1917 
through 1932 is presented below: 

Year Number 
of cars 

Number 
of 

trucks 

To ta l 
ID 0 tor 

vehicles 
Year 

Number 
of cars 

Number 
of 

trucks 

To ta l 
motor 

vehicles 

1917 2, 548 
1.1R4 
2, 210 
2, 172 
1, 4,53 
1,523 
2, 003 
3, 0,54 
5, 654 

6,176 
7.474 
3, 665 
2, 070 

719 
1,170 
1,747 
1, 670 
1,308 

7, 724 
8,638 
6, 865 
4, 242 
2, 172 
2,693. 
3, 7B0 
4.024 
7, 622 

1926 5,824 
0,037 
,5, 492 
9, 840 
6,916 
4.210 
2,241 

1,422 
749 
999 
507 

0 
114 
70 

7,240 
6,786 
0, 491 

10, 347 
6, 922-
4,324 
2,311 

1918 
2, 548 
1.1R4 
2, 210 
2, 172 
1, 4,53 
1,523 
2, 003 
3, 0,54 
5, 654 

6,176 
7.474 
3, 665 
2, 070 

719 
1,170 
1,747 
1, 670 
1,308 

7, 724 
8,638 
6, 865 
4, 242 
2, 172 
2,693. 
3, 7B0 
4.024 
7, 622 

1927 
5,824 
0,037 
,5, 492 
9, 840 
6,916 
4.210 
2,241 

1,422 
749 
999 
507 

0 
114 
70 

7,240 
6,786 
0, 491 

10, 347 
6, 922-
4,324 
2,311 

1919 

2, 548 
1.1R4 
2, 210 
2, 172 
1, 4,53 
1,523 
2, 003 
3, 0,54 
5, 654 

6,176 
7.474 
3, 665 
2, 070 

719 
1,170 
1,747 
1, 670 
1,308 

7, 724 
8,638 
6, 865 
4, 242 
2, 172 
2,693. 
3, 7B0 
4.024 
7, 622 

1928 

5,824 
0,037 
,5, 492 
9, 840 
6,916 
4.210 
2,241 

1,422 
749 
999 
507 

0 
114 
70 

7,240 
6,786 
0, 491 

10, 347 
6, 922-
4,324 
2,311 

1920 

2, 548 
1.1R4 
2, 210 
2, 172 
1, 4,53 
1,523 
2, 003 
3, 0,54 
5, 654 

6,176 
7.474 
3, 665 
2, 070 

719 
1,170 
1,747 
1, 670 
1,308 

7, 724 
8,638 
6, 865 
4, 242 
2, 172 
2,693. 
3, 7B0 
4.024 
7, 622 

1929 

5,824 
0,037 
,5, 492 
9, 840 
6,916 
4.210 
2,241 

1,422 
749 
999 
507 

0 
114 
70 

7,240 
6,786 
0, 491 

10, 347 
6, 922-
4,324 
2,311 

1921 

2, 548 
1.1R4 
2, 210 
2, 172 
1, 4,53 
1,523 
2, 003 
3, 0,54 
5, 654 

6,176 
7.474 
3, 665 
2, 070 

719 
1,170 
1,747 
1, 670 
1,308 

7, 724 
8,638 
6, 865 
4, 242 
2, 172 
2,693. 
3, 7B0 
4.024 
7, 622 

1930. 

5,824 
0,037 
,5, 492 
9, 840 
6,916 
4.210 
2,241 

1,422 
749 
999 
507 

0 
114 
70 

7,240 
6,786 
0, 491 

10, 347 
6, 922-
4,324 
2,311 

1922 

2, 548 
1.1R4 
2, 210 
2, 172 
1, 4,53 
1,523 
2, 003 
3, 0,54 
5, 654 

6,176 
7.474 
3, 665 
2, 070 

719 
1,170 
1,747 
1, 670 
1,308 

7, 724 
8,638 
6, 865 
4, 242 
2, 172 
2,693. 
3, 7B0 
4.024 
7, 622 

1931 

5,824 
0,037 
,5, 492 
9, 840 
6,916 
4.210 
2,241 

1,422 
749 
999 
507 

0 
114 
70 

7,240 
6,786 
0, 491 

10, 347 
6, 922-
4,324 
2,311 

2, 548 
1.1R4 
2, 210 
2, 172 
1, 4,53 
1,523 
2, 003 
3, 0,54 
5, 654 

6,176 
7.474 
3, 665 
2, 070 

719 
1,170 
1,747 
1, 670 
1,308 

7, 724 
8,638 
6, 865 
4, 242 
2, 172 
2,693. 
3, 7B0 
4.024 
7, 622 

1932 . . . 

5,824 
0,037 
,5, 492 
9, 840 
6,916 
4.210 
2,241 

1,422 
749 
999 
507 

0 
114 
70 

7,240 
6,786 
0, 491 

10, 347 
6, 922-
4,324 
2,311 

lOM 

2, 548 
1.1R4 
2, 210 
2, 172 
1, 4,53 
1,523 
2, 003 
3, 0,54 
5, 654 

6,176 
7.474 
3, 665 
2, 070 

719 
1,170 
1,747 
1, 670 
1,308 

7, 724 
8,638 
6, 865 
4, 242 
2, 172 
2,693. 
3, 7B0 
4.024 
7, 622 To ta l 

5,824 
0,037 
,5, 492 
9, 840 
6,916 
4.210 
2,241 

1,422 
749 
999 
507 

0 
114 
70 

7,240 
6,786 
0, 491 

10, 347 
6, 922-
4,324 
2,311 

1925 

2, 548 
1.1R4 
2, 210 
2, 172 
1, 4,53 
1,523 
2, 003 
3, 0,54 
5, 654 

6,176 
7.474 
3, 665 
2, 070 

719 
1,170 
1,747 
1, 670 
1,308 

7, 724 
8,638 
6, 865 
4, 242 
2, 172 
2,693. 
3, 7B0 
4.024 
7, 622 To ta l 62, 341 29,316 91,067 

2, 548 
1.1R4 
2, 210 
2, 172 
1, 4,53 
1,523 
2, 003 
3, 0,54 
5, 654 

6,176 
7.474 
3, 665 
2, 070 

719 
1,170 
1,747 
1, 670 
1,308 

7, 724 
8,638 
6, 865 
4, 242 
2, 172 
2,693. 
3, 7B0 
4.024 
7, 622 62, 341 29,316 91,067 

The cars and trucks sold after August 192S were after Studebaker 
acquhed control of Pierce-Arrow. From January 1, 1929, the com
pany sold 23,207 passenger cars and 697 commercial veliicles. 

Acquisition and disposal of control of White Motor Co.—In the 
latter part of 1932 and the first part of 1933, The Studebaker Corpora
tion acquhed 594,442 shares of common stock of ^Vhite Motor Co. 
of a total outstanding of 625,000 shares. This acquisition of 95.1 
percent of the outstanding common stock of White Motor Co. v/as 
made in accordance with offers by The Studebaker Corporation on 
September 19 and October 19, 1932. Tbese offers provided that the 
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holders of each share of common stock of Wlhte Motor Co. were to 
receive the following consideration in exchange for their stock: 

(1) One share of commou stock of the Studebaker Corporation. 
(2) Five dollars in cash. 
(3) T-weuty-five dollars principal amount of 6-percent gold notes of the 

Studebaker Corporation, plus accrued interest on the gold notes. 

The recorded cost to The Studebaker Corporation of the 594,442 
shares of "V̂ qnte Motor Co. common stock was $26,853,822. I t was 
planned that The Studebaker Corporation and WTiite Motor Co. 
should be merged, but as a result of a suit instigated by mmority 
interest, the anticipated consolidation was not consummated. Had 
this merger been effected, the funds of White Motor Co. probably 
would have been sufhcient to enable the consolidated company to 
continue to operate. However, when the proposed consolidation 
could not be consummated, the lack of cash caused The Studebaker 
Corporation to go mto receivership on March 18, 1933, because the 
banking situation throughout the coimtry was such that the necessary 
financing could not be done. 

In the reorganization of The Studebaker Corporation as of March 9, 
1935, the common stock of White Motor Co., held as an investment 
by the Studebaker Corporation, was distributed to the creditors of 
the old company. Thus control of White Motor Co. was transferred 
from The Studebaker Corporation (New Jersey) to its creditors in 1935. 

Control of the Studebaker Corporation.-—At the time of the formation 
of Studebaker Bros. Manufacturing Co. in 1868 i t was entirely owned 
by The Studebaker brothers. In 1912, shortly after the formation of 
the Studebaker Corporation, members of the Studebaker family 
controlled over 50 percent of the common stock; but in 1927, the 
beginning of the period under review, they controlled only a small 
percentage of the stock. During that very prosperous period for the 
company the common stock of the company was being sold to the 
public. In 1927 there were over 19,000 common-stock holders; the 
bolder of the largest number of shares was the Fa,rmers Loan & Trust 
Co. with anproximatelji' 4K percent of the outstanding stock. 

The holders of the common stock of the Studebaker Corporation 
(New Jersey) did not receive any equity in the new company formed 
in 1935 with the name The Studebaker Corporation (Delaware). 
Thus the common-stock holders of the new company were not the 
sam.e individuals or organizations having control of the old company. 
The common stock of the new company or the Studebaker Corpora
tion (Delaware), formed in 1935, was issued to creditors and sub 
scribers. In 1938 there were six stockholdings of more than 1 percent 
•each, as sho-wn by the following statement: 

Stockholders holding more than 1 percent of the common stock of The Studebaker 
Corporaiion, as of Alar. 17, 1938 

Shares Percent 

J, S. Baobe & Go 
Fenner & Beane..-. 
Harris Upham & Co 
Hollandsch Administratienkantoor N, V. Heerengracbt 
E, A, Pierce & Co 
Walter C. Teaglo.. 
Thomson & McKinnon 

Total.. 

27,021 
35,844 
38, 236 
50,120 
73, 771 
32, 076 
4,5,122 

302, 789 

1.3 
1.6 
1.7 
2.3 
3.4 
1.5 
2.0 
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The total number of shares outstanding was 2,199,395. Walter 
C. Teagle, chairman of tbe Standard Oil Co. (New Jersey) was the 
only individual holding in excess of 1 percent of the outstanding voting 
stock. 

Officers arid directors.—Tbe principal officers of The Studebaker 
Corporation generally were on the board of directors; and, in addition, 
there usually were bankers and others serving as directors of the 
company. There have been only normal changes in the personnel 
holding executive positions throughout the history of the company. 
For instance, the chairman of the hoard of directors was J. M , Stude
baker from 1911 to 1914, inclusive, Frederick S. Fish from 1915 to the 
time of receivership in 1933, and H . S. Vance after the reorganization 
in 1935; while the position of president was held by Frederick S. Fish 
from 1911 to 1914, inclusive, by A, R. Erskine from 1915 to the time 
of receivership in 1933, and by Paul G. Hoffman after the reorganiza
tion in 1935. Both H . S. Vance and Paul G. Hoffman had been 
vice presidents of the old company for many years before the re
organization in 1935. They were also receivers of the company, 
together with A. G. Bean, from March 19, 1933, to March 8, 1935. 
The officers and directors of the companj'^ in 1911, sliortlj' after the 
companjr began the manufacture of motor vehicles in important 
quantities, in 1931 before the receivership; and in 1937 are presented 
below: 

1911: J. M, Studebaker, chairman of the board; Frederick S. Fish, president 
and director; Clement Studebaker, Jr., vice president and director; George M. 
Studebaker, vice president and director; Walter E. Flanders, vice president and 
director; A. R. Erskine, treasurer; Scott Brown, secretary; Frederick P. Delafield, 
director; Henry Goldman, director (of Goldman, Sachs & Co.); James Ne-wton 
Gunn, director; A. Barton Hepburn, director; WiUiam R, Inniss, director; 
Philip Lehman, director (of Lehman Bros.); J, R. Turner, director. 

1931: Frederick S. Fish, chairman of the board; A. R, Erskine, president and 
director; H, S, Vance, vice president and director; Paul G. Hofl'man, vice president 
and director; A. G.- Rumpf, secretary, treasurer, and director; H, E, Dalton,. 
comptroller; F. Studebaker Fish, director; J. M. Studebaker, Jr., director; 
Arthur Lehman, director; Frederick W. Longfellow, director; Edward N. HuiieVf 
director; Henry R. Levy, director; George P. Rand, director; A. J. Chanter, 
director; C. L. Bockus, director; Elmer T. Stevens, director. 

1937: H. S, Vance, chairman of the board: Paul G. Hoffman, president and 
director; G. D. Keller, vice president; R. A. Vail, vice president; C. K. Whittaker,. 
vice president; Roy E. Cole, vice president; K. B. Elliott, vice president; A, G. 
Rumpf, secretary and treasurer; H, E, Dalton, comptroller; James G. Blaine, 
director; John F. Cotter, director; Charles F. Glore, director; John Hertz, director; 
Harold Hirsch, director; Frank E, Joseph, director; M. T. Moore, director; 
E. J. Quintal, director; John H. Watson, Jr., director; L, Z, Morris Strauss, 
director. 

Expansion of manufacturing activities.—During early March 1939, 
Studebaker Corporation announced the production of a new low-
priced model to sell in the Chevrolet-Ford-Plym.outh price class. 
Prices announced by the company at the factory in South Bend, Ind., 
range from. $660. 

Joseph Geschelin, in an article in Automotive Industries for April 
1, 1939, entitled "Advanced Tooling Produces Newest Studebaker,"" 
states that this low-priced model was "launched at a cost of $3,500,000 
for new equipment and tooling alone." M r . Geschelin, in a detahed 
description of the new factoiy equipment to manufacture this new 
car, states: 

Visualization of the machine shop lay-out and equipment from the factory-
routings must indicate to the seasoned factory executive tliat the manufacturing 
scheme ranks with that of the most advanced plants of the industry. In fact, 
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Studebaker shopmen are inclined to believe that not a few of the operations mark 
a definite contribution to machine-shop practice. 

Nor is the machinery the only feature of the lay-out. Efficient mechanization 
has been carried through to encompass materials handling:—gravity roller con
veyor lines for machine lines, fitted with turntables, with roll-over fixtures at 
various points, and the first use we have noted recently of large hinged sections of 
the conveyor at strategic points to provide free movement of men and materials 
through the lines. 

Growth of capital assets and liabilities.—Some of the changes, during 
the ll-year period for which the statistical data are presented, in the 
capital assets and liabilities of both companies operating under the 
name The Studebaker Corporation are significant. The principal 
assets consist of plant and property, inventories, cash, and investments 
in the Pierce-Arrow Motor Car Co. and White Motor Co. The balance 
sheets of The Studebaker Corporation (New Jersey) from 1926 to 1934, 
mclusive, and of the Studebaker Corporation (Delaware) from 1935 
to 1937, inclusive, are presented in the following table: 

TABLE 109.—The Studebaker Corporation comparative balance sheets ai Dec. 31 each 
year, 1926 io 19S7, inclusive 

ASSETS 
Cash 
Sight drafts L 
Rereivnhles and other items, 

less reserves _. 
Inventories 
Deferred and prepaid items 
Investrnent in the Pierce-Ar

row Motor Car Co 
Investment in other securities.. 
Plant and property, less depre

ciation.-.. 
Trade name, goodwill, and 

patent rights 

$14,649,466 
3,837, 633 

5, 762,025 
21. ,581, 409 

510,666 

Total assets. 

LIABILITIES 

Accounts payable 
Sundry creditors and accruals.. 
Notes payable 
Deposits on sales contracts 
7 percent preferred stoclc, less 

treasury stock. 
Common stock, less treasury 

stock. 
Keserve for Federal income tax 
Miscellaneous other reserves... 
Earned .surplus 

Total liabilities. 

1926 

2,467,677 

61, 827, 734 

19,807, 277 

130,443,880 

5,412, 601 
2, 669, 879 

476,493 

7,489,264 

74,913,444 
1,826,982 
1, 221, 490 
36, 633,833 

130,443,8S6 

1927 

$12,337,788 
3, 782, 374 

3, 251, 956 
29, 709, 544 

637, 826 

1, 375, 303 

63,031,418 

19,807,277 

$10, 684, 904 
2,316,632 

3,092,943 
24, 222, 637 
OCO, 631 

2, ono, 000 
4,050,277 

65, 541, 273 

19, 807, 277 

134,593,485 

9,749,363 
2, 414,879 

526, 876 

7,276, 065 

73, 664,473 
1, 765, 939 
422, 571 

38,674,310 

134, 593, 486 

1928 

132, 370, 574 

8,668,179 
2, 062, 522 

680, 747 

7,131,070 

73, 260, 910 
1,431,606 
1,970, 000 
30, 681, 040 

132, 376, 674 

$4, 286,627 
1, 219, 689 

2,449, 971 
20,676, 382 

419, 848 

6, 312. 430 
925, 783 

65,856, 779 

19, 807, 277 

3, 668, 670 
1, 720,484 

627, 307 

0,097,818 

76,527,890 
906, 395 

33, 00,5, 162 

121, 963, 086 

1930 

$6, 555,931 
989,972 

1, 896, 452 
13,048,090 

330, 787 

0,165, 952 
960, 760 

60,360,620 

19,807, 277 

110,091,737 

2,044, 669 
1,432, 406 
6, 000, 000 
408, 018 

6, 386, 647 

76, 201, 800 
78, 232 

18,541,166 

110,091,737 

1931 

$9, 2,57,361 
1, 285,792 

1, 807, 046 
11, 770,372 

579,407 

5,102, 789 
1, 287, 845 

58, 002, 663 

19, 807, 277 

109, 620, 552 

4, 037,914 
1,600,811 
5, 000,000 
327, 231 

0, 292, 082 

70,201,800 
2,804 

1,5,467,910 

109,620,652 

1932 1933 1934 1935 1936 1937 

ASSET3 
Cash 
Sifrht drafts 
Receivables and other items, less re

serves . . . . . . . . 

Deferred and prepaid items 
Investment in the Pierce-.-^rrow 

Motor Car Co 

,$2,009,814 
462, 545 

1,409,855 
7, 068, 690 

411,833 

4 '43 143 

$2, 600,165 
1, 206, 096 

702, 751 
6, 069,059 

283, 795 

$2, 038, 508 
1, 273, 620 

661, 736 
6, 009, 805 

422,180 

$5, 160, 352 
1,180, 004 

789,783 
6,405, 233 
1, 035,109 

$7,129, 837 
809, 218 

097, 630 
7,766,238 
1,149, 049 

$4, 031, 340 
773, 600 

842,151 
8, 532, 369 
1, 034, 242 

Investrnent in White i lotor Co 31, 615, 129 
1, 969, 697 

50, 080, 009 

1 

26, 853, 822 
1, 037, 293 

49, SOI, 113 

1 

20,863, 822 
733, 826 

49,82S, 873 

1 

Investment in other securities 
Plant and property, less depreciation. 
Trade name, goodwill, and patent 

rights. - -

31, 615, 129 
1, 969, 697 

50, 080, 009 

1 

26, 853, 822 
1, 037, 293 

49, SOI, 113 

1 

20,863, 822 
733, 826 

49,82S, 873 

1 

226, 084 
14, 862, 361 

1 

242,933 
13, 616, 601 

1 

202, 401 
14, 892, 080 

1 

Investment in other securities 
Plant and property, less depreciation. 
Trade name, goodwill, and patent 

rights. - -

87, 514,684 87, 722,371 30, 259, 592 31,301,013 30, 608,144 
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TABLE 109.—The Studebaker Corporaiion comparative balance sheets at Dec. 31 each 

year, 1926 io 1937, wcZuswe-—Continued 

1932 1033 1934 1935 1936 1937 

LIABILITITDS 

Accounts payable 
Sundry creditors and accruals 

$1,822,665 
1. 223. 020 
5, 591,000 

•$4, 634, 282 
1,517, 389 

16, 782, 552 
1, 336, ,533 

$4,866,271 
1,498, 691 

S3, 042, 451 
1, 734, 430 

$1,416,035 
1,958, 983 

$1,822,665 
1. 223. 020 
5, 591,000 

3, 628, 448 
221,391 

14, 801, 050 

3, 628, 448 
206, 025 

14,861,050 

185, 842 
198, 944 Deposits on ?ales contracts.. 

Gold notes, 6 percent. _ 
281,407 

14,829, 200 

3, 628, 448 
221,391 

14, 801, 050 

3, 628, 448 
206, 025 

14,861,050 

185, 842 
198, 944 197, 205 193, 282 

10-year convertible debentures.. 

281,407 
14,829, 200 

3, 628, 448 
221,391 

14, 801, 050 

3, 628, 448 
206, 025 

14,861,050 
6,841,046 0, 814, 640 6,702, 746 

7 percent preferred stock, less treas-
5, 808, 200 

49, 286, 740 
5, SOS, 200 

49, 285, 740 

6,841,046 0, 814, 640 6,702, 746 

Comnion stock, less treasury s tock . . . 
Eeserve for Federal income tax . . 

49, 260, 260 
5, 808, 200 

49, 286, 740 
5, SOS, 200 

49, 285, 740 2,151, 729 2,171,643 
576, 000 
93, 226 

10,460, 363 
212, 160 

2, 199,371 
235, 000 
37, 890 

16, 780,802 
1,024.035 

IVTiscolIaneous other reserves. . _ 
Capital surplus _. 
Earned surplus 

To t a l liabilities 

10,034,410 
10.435, 058 

280,039 
1, 708, 375 
6, 569, 770 

199,368 
1, 708, 375 
3,907, 080 

205, 054 
16, 297, 637 
1 1,97,5,622 

2,171,643 
576, 000 
93, 226 

10,460, 363 
212, 160 

2, 199,371 
235, 000 
37, 890 

16, 780,802 
1,024.035 

IVTiscolIaneous other reserves. . _ 
Capital surplus _. 
Earned surplus 

To t a l liabilities 99, 300, 716 87, 514, 684 87, 722, 371 30, 259,592 31,301,013 30,608,144 

1 Deflcit. 

I t will be noted in the foregoing table that the capital of the com
pany, prior to the reorganization of 1935, was obtained primarily 
through the issuance of common stock and from reinvested earnings. 
However, from 1930 to 1937, the company also had notes payable or 
funded debt outstanding. 

A large portion of the capital of the company was obtained through 
reinvestment of earnings, especially during the earlier years of the 
company's existence. For the 27 years from 1911 to 1937, inclusive, 
the aggregate net profit after Federal income tax amounted to $173,-
967,380, while the cash dividends paid on the preferred stock amounted 
to $14,466,760 and the cash dividends on the common stock amounted 
to $96,241,024. The company also transferred earnings to the capital 
stock account during 1920, 1922, and 1929, through the issuance of 
stock dividends amountmg to $33,051,520. However, in 1932, the 
company transferred capital from the capital-stock account to the 
surplus account in the amount of $38,100,900. In the reorganization 
on March 9, 1935, there was an excess of $11,818,212 in the surplus of 
the new company over the surplus of the old company. Other 
additions to and deductions from surplus during the period from 1911 
to 1937, inclusive, amounted to a net deduction of $62,331,361,- which 
consisted of the following items: 
Net loss on investment in Pierce-Arrow $8, 740, 243 
Adjustment of plant and property 39, 179, 289 
Net loss and expense of issuance and reacquisition of common stock. 1, 158, 802 
Net loss on retirement of preferred stock 483, 775 
Net loss on issuance and reacquisition of funded debt 2, 120, 628 
Loss on liquidation of horse-drawn vehicle business 1, 821, 202 
Engineering expense and development work on new models 4, 093, 893 
Adjustment of inventory 2, 919, 718 
Reorganization expense, 1911 119, 874 
Deferred charges written off 161, 398 
Receivables written off 1, 387, 929 
Miscellaneous deductions 1, 179, 204 

Total deductions above 63, 365, 955 
Net profit on sale of miscellaneous investments 1, 034, 594 

Net deductions, 1911-37 62,331,361 
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The loss on the investment in the Pierce-Arrow Motor Car Co. in" 
the amount of $8,740,243 is discussed separately in connection with 
the acquisition and disposal of that company. I t will be noted that 
there wei-e deductions from surplus in the net amount of $39,179,289, 
as a result of adjustments of the net plant and property account. 
Of this amount an adjustment of $29,807,276 was made in 1932 when 
the company wrote off $19,807,276, which had been recorded as 
trade name, goodwill and patent rights in 1911. There was also 
the amount of $34,896,895 deducted from the plant and property 
account in the reorganization of the compan}^ as of March 9, 1935, 
This adjustment of the plant and property account and the clianges 
in otlier accounts as a result of the reorganization are reflected in the 
surplus account in the net increase in the surplus of $11,818,212 from 
the old to the new company. A summary of the growth and decrease 
in the plant and property account from 1911 to the end of 1937, is 
presented in the following tabulation: 

Summary of the plant and property account of The Studebaker Corporation con
solidated, excluding ihe Pierce-Arrow Motor Car Co, and White Motor Co., from 

- 1911 to 1937, inclusive 

Grnss expend
itures for addi Withdrawals , 

Balance in plant tions, acquisi adjustments, Balance in p lant 
and property tions, aud and dcipreciation and property 

Year accuunt, less hettermenls of of [) lantanil prop account, less 
depreciation at plant and prop erty including depreciation at 

Jan. 1 erty including body fixtures. Dec, 31 
body fixtures. ji.gs, and dies 
jigs, and dies 

1911.. 89, S l l , 990 $752,986 $202,003 $10, 302,.373 
1912 10, 302,373 8S0, 989 587, 655 10, 594, 807 
1913 10, 694, 807 1, 535,009 2,57, 119 11,873,297 
1914 11,873, 297 600, 188 415, 445 12, 058, 040 
1915 12, 058, 040 821,325 478. 872 12.4(10, 403 
1910. 12,400, 493 1, 699, 680 662, 190 13, 437. 983 
1917 13, 437, 983 2, 562, 242 523.039 15,477, 1S5 
1918 15,477. 186 2, 907, 963 463, 063 17,922, 076 
1919 17.922.076 8, 377, 244 592. 466 25, 706,854 
1920 _i 25, 706.854 It,212, no 7.56, 305 36, 162, i;05 
1921 36, 162, 605 1,894, 144 766, ,135 37, 290,414 
1922 37,290,414 7, 460, 495 1, 324, 727 43, 426, 182 
1923 . 43, 426. 182 10, 704.826 1,718, ,372 52, 472, 036 
1924 62,472, 636 9,498,918 3, 398, 053 68. ,673, ,501 
1925.. 68, 573, 501 3, 32:l, 586 4, 131, 144 07. 766. 942 
1926 67, 766, 942 6, 606, 321 2, 444, 529 61.827,734 
1927 61,827,734 4, 620, 789 2,817, 105 63, 6;-;i. 418 

6.3, 631,418 6, 797, OSO 4, 8K8, 131 6,5,511,273 
1929 6,5, 641,273 4, 326, 223 4,010, 717 0,5, 866, 779 
1930 65, 8.56, 779 1, 087, 7 )5 6, 593, 994 60, 3,50, 620 
1931 60, 360. 520 1, 586, 723 3, 274,,580 58, 662, 663 
1932 58, 662, 663 2, 867. (149 11. 449. 703 50, 080, 009' 
1933 50,080, 009 773, 259 1,0,52, 156 49.801, 113 
1934 . 49,801, 113 844, 255 816, 495 49. 828, 873 
Jan. 1 to Mar . 18, 1935 49, 828, 873 36.711 193. 262 49, 672, 322 

Tota l 9,811,990 93, 738, 451 63.878, 119 49. 672. 322 
Mar , 9, 193,5 49, 672, 322 

93, 738, 451 
34, 896. 895 14, 775. 427 

M a r . 9 to Deo. 31, 1935 14, 775, 427 l,7,"iO, 151 1,67.1,217 14.862.-361 
1936 14, 862, 361 1, 770, 580 3, 117,340 13.51,5,601 
1937 13, 515, 001 4, 007, 161 2, 030, 082 14, 892. OSO 

To t a l 101, 276, 343 90, 190, 253 101, 276, 343 90, 190, 253 

The average annual depreciated plant and property with the sales 
of motor vehicles, for 5 specific years, are shown below: 
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Year 

Depreciated 
plant and 
property 

averngcd at 
bejiinning and 

end of ye,ir 

Number nf 
motur vehicles 
sold (ajiproxi-

mately the 
same as the 

number 
produced) 

A verage re-
cnrded invest
ment in plant 
and prnperty 

per motor 
Tcbiele sold 

1916 $12,229. 266 
31), 934, 729 
68. 169. 721 
63, 103,1'i49 
14, 203, 840 

46, S45 
51,474 

134,064 
00, 569 
91,475 

$261 
601 
432 

1,1)43 
165 

19211... 
$12,229. 266 
31), 934, 729 
68. 169. 721 
63, 103,1'i49 
14, 203, 840 

46, S45 
51,474 

134,064 
00, 569 
91,475 

$261 
601 
432 

1,1)43 
165 

1925 

$12,229. 266 
31), 934, 729 
68. 169. 721 
63, 103,1'i49 
14, 203, 840 

46, S45 
51,474 

134,064 
00, 569 
91,475 

$261 
601 
432 

1,1)43 
165 

1930 . . . 

$12,229. 266 
31), 934, 729 
68. 169. 721 
63, 103,1'i49 
14, 203, 840 

46, S45 
51,474 

134,064 
00, 569 
91,475 

$261 
601 
432 

1,1)43 
165 1937 

$12,229. 266 
31), 934, 729 
68. 169. 721 
63, 103,1'i49 
14, 203, 840 

46, S45 
51,474 

134,064 
00, 569 
91,475 

$261 
601 
432 

1,1)43 
165 

$12,229. 266 
31), 934, 729 
68. 169. 721 
63, 103,1'i49 
14, 203, 840 

46, S45 
51,474 

134,064 
00, 569 
91,475 

$261 
601 
432 

1,1)43 
165 

When The Studebaker Corporation was organized in 1911, its plants 
consisted of extensive factories in South Bend for the manufacture of 
horse-drawn vehicles, harness, and motor veliicles, together with 
plants formerly owned by Everett-Metzger-Flanders Co. located in 
Detroit, Port Huron, and Pontiac, Mich. The plants in Detroit and 
South I3end were expanded with the growth of business, and in 1920 
the horse-drawn vehicle plants were entirely converted to motor-
velucle manufacturing operations. In 1929, the company began 
moving its manufacturing operations from Detroit to South Bend. 
After 1933, when tfie company discontinued its manufacturing of 
Rockne motor vehicles, all manufacturing operations in the Detroit 
plants were discontinued. 

Statement for 27-year period of net sales, profits, dividends, reinvested 
earnings and surplus.—The growth of the operations of The Studebaker 
Corp. is shown by the amount of capital reinvested in the business, thei 
annual net sales, net profit, dividends paid, and other surplus items, 
presented in the ne.\'t table. 



TABLE 110.—The Studebaker Corporation, summary of net sales, net profit, dividends paid, reinvested earnings, and surplus, 1911 to 1937, 

inclusive 

00 
O 

Year 

1911. 
1912. 
1913. 
1914. 
1916. 
1916. 
1917. 
1918. 
1919. 
1920. 
1921. 
1922. 
1923. 
1924.. 
1925. 
1926. 
1927. 
1928. 
1929.. 
1930. 
1931. 
1932. 
1933. 
1934. 
1935. 
1930. 
1937. 

Total.. 

Net sales of 
motor vehi

cles and 
repair parts 

$22.485, 475 
27,164,907 
32, 952,896 
33, 652, 870 
39, 53S, 810 
54,388,287 
42, 673, 505 
31,237,840 
00,021,377 
85,360,810 
96.090, 844 

133, 178,8S1 
166, 153,683 
136,406.055 
161,382,946 
141,630,0.52 
129, 950, 189 
155, 858, 732 
119, 090, 434 
07,311,9,83 
62, 262, 434 
38, 172, 827 
35, 030, 620 
39,726,254 
42, 032, ISO 
70,2S0,891 
72, 003, 313 

2,086, 421, 524 

Net sale? of 
horse-drawn 
vehicles and 

harness 

$6,002,372 
8.27,5,4.0 
8.512,064 
9, 791,3,53 

17,000, 196 
7, liOD, E07 
7, 674, Oil 

' 20, 850, 157 
6, 361,930 
5, 295,623 

' 97, 203, 323 

Total net 

$28,487,847 
35, 440, 327 
41,464,960 
43,414,223 
60, 539,006 
61,988,594 
50,147,516 
52, 037, 997 
66,3S3,307 
90,052,363 
93, 690, 644 

133,178, 881 
166,153, 683 
135,406, 0,55 
161,302,945 
141,636,662 
129, 950, 189 
155,8,58, 732 
119,090,434 
67,311,983 
52. 202,434 
38, 172, 827 
35, 030, 020 
30, 726, 254 
42, 032,180 
70, 280, 891 
72,003,313 

2,182, 684,847 

Net profit 
after de
ducting 
Federal 

iucome tax 

$1,653,5S2 
2, 286,969 
1,772,474 
4,481,896 
9, 067, 425 
8,611,246 
3, 500, 741 
3, 887, 053 
9,314, 039 
9, 817, 206 

10, 409,691 
18, lOS, 361 
18, 472, 583 
13,800, 341 
16, 688, 457 
13, 149,580 
12,520,1,52 
14,361,051 
7,903,450 

382,281 
1, 186, 869 

' 6, 102,627 
3 1,436,622 
' 1,441,558 
3 2, 543, 285 

2,318, 371 
816, 059 

173,970,380 

Casb divi
dends on 7-

percent 
preferred 

stock 

$708,750 
930,825 
901, 075 
869, 050 
830,446 
767, 550 
767, bnO 
707, 630 
748, 475 
710,150 
680, 000 
073, 750 
638, 750 
595, OOO 
579, 338 
542, 326 
618,784 
610, ,542 
480, 330 
424, 394 
389, 156 
420, 952 

14,406, 750 

Cash divi
dends on 
common 

stock 

$1,396, 580 
3,000,000 
2, 103,000 
1,200,000 
2, 100,000 
3,937, 500 
4, 200,000 
6, o;io, OCO 
7, 500, 000 
7, 500, 000 
9, 843, 750 
9. 376, 000 
9, 367, ,".01 
9, 374, 023 
9, 470,226 
7, 127, 687 
2,177, 544 
671,514 

Other de
ductions 
from sur
plus net 

1 ,$26, 270 
275, 000 
39,930 

2,317,361 

2,864 
713,118 
808,091 
710,996 
22, 165 
492, -289 
28,472 
68, 934 

3,107, 460 
693, 681 

0, 359, 766 
I 1,428,757 
7, 294, 297 
1, 693, 425 

27, 004, 248 
11, 764, 702 

221, 133 
668, 366 
I 32, 128 

' 315, 664 

Reinvested 
earnings 

transferred 
to capital-

stock 
account 
as stock 

dividends 

$16,000,000 

i5,'65o,'6oo' 

3,051,520 

96,241,024 62,331,361 33,051,620 

Transfer 
from caiii-
tal-stock 

account to 
surplus 

8,100,900 

11,818,212 

49,919,112 

Earned and 
capital sur
plus at end 

of year 

$944,832 
2, 327, 252 
2, 923, 651 
6, 496, 567 

11,019,606 
15, 863, 302 
16, 49.0, 493 
18,413, 137 
24, 105, 683 
13, 467, 048 
18. 279, 744 
14, 092, 190 
24, 533,734 
30,212, 603 
36,409. 038 
36, 533, 833 
33, 574,319 
36,031,039 
33,1)05,102 
18, 641, 165 
15, 467,909 
20, 469, 468 
7,278,144 
5,61,5,454 

14,322, 015 
16,672,514 
17, 804,837 

17,804,837 

O 

> 
t) 

a 
o 

Ul 
r j i 
I—( 
O 

I Additions to surplus, 
' Includes sales of war materials in the amount of $15,009,0 

3 Loss, 
< Transfer to surplus at reorganization Mar. 9, 1935. 
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Records of The Studebaker Corporation show that from 1868, the 

year Studebaker Bros. Manufacturing Co. was organized, through 
1910, a period of 43 years, net sales of the company aggregated 
$119,249,403, its earnmgs aggregated $16,000,000, and cash dividends 
of $6,758,088.16 were paid. Some unknown part of these totals were 
from sales of automobiles, but, they were largely from the wagon, 
carriage, and harness business. 

I n the single year 1923, the sales of Studebaker motorcars in dollar 
volume were approximately equal to the amounts paid for Stude
baker horse-drawn vehicles and harness hi the 68 j^ears during which 
the corporation and its predecessor companies were engaged in that 
business. 

I n marked contrast to those totals, during the 27 years from 1911 
to 1937, iiet sales of motor vehicles and repah parts aggregated 
$2,085,421,524, with an additional $97,263,323 net sales of horse-drawn 
veliicles and harness, making a total net sales of $2,182;684,847. 

The net profits during the 27 years, after payment of Federal 
mcome taxes of $23,925,565, aggregated $173,970,380, of which 
$110,707,744 were paid on preferred and common stock. Reinvested 
earnhigs transferred to the capital stock account as stock dividends 
aggregated $33,051,520. 

Capital stock.—The net balance in the capital stock accounts at the 
end of each year from 1926 to 1937, inclusive, is showm in table 109. 
A brief summary of the common stock issued and reacquired from 
January 1, 1911, to March 8, 1935, inclusive, of The Studebaker 
Corporation (New Jersey) is given below: 

Shares Considera
tion 

Issued at organization, 1911 
Issued for cash, 1915 and 1919 
Issued as stock dividends 
Issued for stock of the Pierce-Arrow Motor Car Co 
Issued for stock of White Motor Co. 

Total issued above 
Net total shares reacquired 

Net shares issued and net consideration received 

698,290 
426,710 
820,288 

10, 125 
694, 442 

2, 555, 855 
91, 508 

2,464,287 

$27.931, 600 
18,074, 468 
33,051,620 

405,090 
11, 888, 840 

91,351,428 
5.004, 055 

80,347, 373 

As of March 8, 1935, The Studebaker Corporation (New Jersey) 
had outstanding 2,464,287 shares of common stock with a recorded 
value of $49,285,740. The difference of $37,001,633 between the 
capital stock account and the consideration of $86,347,373 is ac
counted for by the following adjustments made by the company in 
capital stock account. 
Consideration received on cash sales in excess of recorded value $1, 006, 068 
Transfer f rom capital to surplus on revaluation of stock f rom $40 to 

$20 per share 38, 100, 900 

Tota l above 39, 106, 968 
Less loss on reacquisition and sale of treasury stock 2, 045, 335 

Net deduction f rom capital stock account 37, 061, 633 

The net number of shares of common stock reacquired for cash, 
less treasury stock sold, resulted in an excess of 91,568 shares acquhed 
over shares sold for cash. These 91,568 shares of treasury stock 
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together with other original shares of common stock were later issued 
for stock of White Motor Co. Tbe net cost of the 91,568 net shares 
acquired included the following items: 
91,568 shares at S20 per share, the value at -which these shares • 

were later reis.sued for White stock $1, 831, 360. 00 
Amount deducted f rom surplus upon revaluation of treasury 

common stock f rom $40 to $20 when all common stock was 
revalued in 1932 1, 127, 360. 00 

Less profit added to surplus in 1929 from sale of treasury stock.. > 79, 402. 39 
Amount deducted from surplus in 1930 on revaluation of treasury 

stock from cost to stated value 2, 124, 7:̂ 7. 78 

Total net cost of 91,568 shares common stock reacquired. 5, 004, 055. 39 
• Deduction. 

Most of the common stock of the new The Studebaker Corporation 
(Delaware) was issued at the time it began operations on March 9, 
1935. A brief summary of the issuance of the common stock of The 
Studebaker Corporation (Delaware) is given below: 

Shares at 
$1 per 

share piar 
value 

Consideration 
received 

Amount 
credited to 

surplus 

Issued in reorganization as of Mar. 9, 1936 
Issued during 1935, 1936, and 1937 on conversion of $79,100 of 

debentures.. . . . . 

2,13,5.906 

6,328 

34,670 

22, 467 

$18, 238, 449. 21 

72,014.02 

391, 290. 30 

112. 335. 00 

$16,102,543.21 

65,080,02 

350,020. 30 

89,868. 00 

Issued during 1936, 1936, and 1937 under stock compensation 
plans . 

2,13,5.906 

6,328 

34,670 

22, 467 

$18, 238, 449. 21 

72,014.02 

391, 290. 30 

112. 335. 00 

$16,102,543.21 

65,080,02 

350,020. 30 

89,868. 00 
Issued during 1936,1936, and 1937 for cash or as compensation 

in accordance with management contracts 

Total at Deo, 31, 1037 

2,13,5.906 

6,328 

34,670 

22, 467 

$18, 238, 449. 21 

72,014.02 

391, 290. 30 

112. 335. 00 

$16,102,543.21 

65,080,02 

350,020. 30 

89,868. 00 
Issued during 1936,1936, and 1937 for cash or as compensation 

in accordance with management contracts 

Total at Deo, 31, 1037 2,199,371 18,814,088. 53 16, 614, 717. 53 

The common stock issued in the reorganization amounting to 
$2,135,906 was distributed as follows: 
To creditors on claims as follows: 

General creditors ' $71, 766 
Bank creditors 148, 949 
Gold Note creditors 669. 983 
General creditors of Rockne 8, 519 

Total to creditors 899, 217 
To holders of preferred stock. 72, 602 

To sul)scribers to units ' as foUows: 
Gener.il creditors S7, 600 
Gold note creditors 15, 606 
Preferred stockholders 35, 017 
Holders of old common stock 377, 484 
Underwriters 514, 788 

Total 950, 495 
To underwriters as compensation 213, 592 

Total issued in reorganization 2, 135, 906 
1 The subscribers to units received $2.25 principal amount of lO-year convertible debentures and H share 

of common stock for $2.25 in cash. 
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Rates of return.—The rates of return on the investment of The 
Studebaker Corporation are presented in the following table on three 
bases—total investment excluding appreciation, stockholders' invest
ment, a,nd investment in the motor-vehicle business. The motor-
vehicle business consisted of domestic manufacturmg and the wliole
sale distribution to domestic and foreign distributors and dealers. 
Minor adjustments were made in tho profits a,s recorded by the com
pany for the purpose of eliminating retad operations and other busi
ness operations outside of the motor-vehicle business. Also the 
investment in the Pierce-Arrow Motor Car Co, and Wliite Motor Co,, 
and the profits applicable thereto, were elhninated for the purpose of 
showing the motor-vehicle operations of The Studebaker Corporation 
only on a comparable basis throughout the ll-year period. 

A summary is given in the following table of the investments, net 
profits, and rates of return: 

TABLE 111.— The Studebaker Corporaiion—Summary of investments, profits, and 
rates of returri 

.Average investment: i 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 

Annual average.. 

Prof i ts ; ' 
1927.. 

" 1928.. 
1929.. 
1930.. 
1931.. 
1932.. 
1933.. 
1934.. 
1935.. 
193G.. 
1937.. 

Annual average. 

Rates of return; 
1927 
1923 
1929 
1930 
1931 
1932 
1933 
1934 
1935 

1937 

Annua l average.. 

Totnl invest
ment 

.$102, 
101, 
99, 
90, 

80, 
48, 
24, 
25, 

638, 097 
930, 281 
047,976 
682, 420 
979, 351 
690, 70S 
808, 774 
483,160 
080,151 
208,012 
995, 626 

75,131,868 

111,493 
750,467 
726,106 
457, 990 
246, 623 
764,176 
197, 055 
433,080 
098, 097 
431,309 
430, 637 

Stockholders' 
investment 

$102,130,913 
101,376,969 
98, 493, 919 
SS, 864, 727 
79, 778, 393 
70, 855,123 
69,102, 526 
01, 780, 443 
3S, 793, 781 
IS, 095, 689 
19, 894, 740 

08, 652,102 

, 241,920 

Percent 
13.75 
15.45 
8.S1 
.51 
1. ,54 

s 6. 09 
3 1.36 
s 1.78 
3 4.36 
14.17 
5.53 

14,105,165 
15, 740, 66S 
8,711,821 
392, 259 

1,194,068 
3 6, 099,146 
3 1,430, 622 
3 1,441,658 
3 2, 643, 285 
2,893, 371 
903; 648 

3, 038, 217 

4, 31 

Percent 
13.81 
15.53 
8. 85 

.44 
1.60 

3 6. 63 
3 2. 08 
3 2. 33 
a 6. 56 
15.99 
4.54 

4.43 

Investment 
i n motor-

vehicle 
business 

$101,248,313 
08, 248, 969 
88,015,338 
76,167, ,538 
68,423,191 
67,140,665 
62, 610, 761 
48,000,172 
31, 248, 662 
23,828, 883 
25, 684,398 

60,969, 797 

14, 218. 340 
15, 926, 778 
0, 886, 710 
1, 328, 221 
1,793,658 

3 3,707, 237 
3 580, 510 
3 749, 494 

3 1,775,310 
3,430,924 
1,430, 280 

740,124 

Percent 
14,04 
16. 21 
11.23 
1.74 
2.62 

3 6.59 
3 1.10 
3 1.50 
3 5.68 
14. 40 
6.57 

6.13 

1 Average investment at beginning and end of year after el imination of appreciation. 
' After Commission adjustments of income and expenses and before deducting Federal income tax 
3 Loss. 

171233—39- -53 
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I t will be noted from the foregoing table that the rates of return 
on the total investment and the stockholders' investment were practi
cally the same but there were some variations between those rates 
and the rates of return on the investment in the motor-vehicle business. 
Tlus difference is accounted for largely by the fact that the company 
operated retail branches from 1927 to 1935,.inclusive, on which losses 
were sustained during each year. These losses tended to decrease 
the profit applicable to the total investment as compared with the 
investment in the wholesale motor-vehicle business. The exact 
investment in the retail branches could not be ascertained, but had 
this investment also been eliminated the rate of return on the whole
sale motor-vehicle business would have been slightly higher than that 
shown in the preceding table. The fluctuations in the yearly rates 
of return were rather erratic and did not follow trends entirelj'- compar
able to the general economic trends of the industry for certain years. 
For instance, in 1935 the company had losses which were larger than 
for prior years, wliich circumstances may bc attributed to the com
pany's reorganization in that year. I t should be remembered, of 
course, that there are many elements influencing the net profits of 
motor-vehicle companies. The rates of return on. the motor-vehicle 
business were 14.04 percent in 1927 and increased to 16.21 iDercent in 
1928, During 1929 and 1930 the rates of return decreased to 11.23 
and 1.74 percent, respectively, while in 1931 the rate increased to 
2.62 percent. During 1932 to 1935, inclusive, the company bad 
losses wliich were greater in 1932 and 1935 than for 1933 and 1934. 
The company had profits in 1936 and 1937 of 14.40 and 5.57 percent, 
respectively. 

Income and expenses.—A summary of the income and expenses 
annually from 1927 to 1937, inclusive, is presented in the following 
table. I t wUl be noted that tbe net profits applicable to the various 
bases of investments used in computing the rates of return are shown 
in this ta,ble. The terms used herein, such as "net sales," "factorj^ cost 
of sales," and "commercial e.xpenses" were defined in another part of 
this chapter. The net profits used in computing the rates of return in 
all instances were before deducting provisions for Federal income 
taxes. 



TABLE 112.—The Studebaker Corporation—Summary of income and expenses and net profit applicable to various bases of investment, 1927 to 
1937, inclusive 

Net sales 
Factory cost of sales. 

Gross proOt on sales.. 
Commercial expense 

Net profit ou sales., 
other income, net. 

Net profit on wholesale motor 
vehicle business 

Net loss on recall branches 

Net profit on wholesale and 
retail operations 

Net profit on outside and idle invest
ments 

Net profit before interest 
Interest expense on borrowed funds. 

Not profit before Federal in
come tax 

Provision for Federal income tax 

Net profit after Federal in
come tax... 

1927 1928 1929 1930 1931 1932 1933 1934 1936 1936 1937 Total, 1927-
37 

$129, 960,189 
102, 906,926 

$165, 8.58. 732 
124; 816, 566 

$119, 090, 434 
90,250, 775 

$67, 311, 983 
66, 280, 419 

$53, 262, 434 
43, 346, 044 

$38,172,827 
34,69L 576 

$35, 030, 620 
30, 835, 355 

$39, 726, 254 
36, 680, 208 

$42,032, 180 
39,187,307 

$70, 280, 891 
00, 602, 469 

,$72,003,313 
63, 518, 368 

$821,719,857 
OSS, 074,122 

26,983,263 
13,163,-165 

31, 043,107 
14, 678, 686 

22,839, 059 
1,3, 817, 389 

11, 031, 664 
9,695,558 

5, 917,390 
6, S59,896 

3, 581, 281 
7, 2S1, 306 

4, 195, 265 
4,968, 493 

4, 045, 986 
6, 032, 842 

2, S44, 813 
4, 878, 491 

9, 078, 422 
6, 342, 279 

S, 484,955 
7, 026, 470 

133, 645, 735 
93, 73-J, 873 

13,829, 798 
388, 542 

16, 364, 482 
> 437, 704 

9, 022, 270 
803, 440 

1, 336, 006 
1 7, 785 

2, 057, 491 
1 203, 836 

1 3, 700, 054 
> 07,183 

I 773, 228 
192, 717 

1 980,856 
237, 362 

1 2, 033, 678 
253, 308 

3, 336,143 
94, 781 

1, 458, 485 
' 28, 205 

39,910,862 
1, 230, 497 

14, 218, 310 
124, SSS 

15,926, 778 
288,93S 

9, ,886, 710 
737, OCS 

1, 32,8, 221 
706, 661 

I , 793, 658 
489, 096 

1 3, 767, 237 
SC9,089 

1 5S0, 511 
474,106 

1 749,494 
671,163 

I 1,775,310 
285,181 

3, 430,924 L 430, 280 41,141, 359 
4, 566, 006 

14, 218, 310 
124, SSS 

15,926, 778 
288,93S 

9, ,886, 710 
737, OCS 

1, 32,8, 221 
706, 661 

I , 793, 658 
489, 096 

1 3, 767, 237 
SC9,089 

1 5S0, 511 
474,106 

1 749,494 
671,163 

I 1,775,310 
285,181 

41,141, 359 
4, 566, 006 

14, 093,457 

18,036 

16, 637, 840 

112, 627 

9, 128, 662 

1 403, 646 

621, 670 

1 163, 674 

1, 304, 562 

I 68, 039 

1 4, 636, 326 

1 127, 849 

1 1,054, 617 

1 142,438 

1 1, 320, 657 

1 112, 423 

2, 060, 491 

1 37, 606 

3, 430, 924 

386 

1, 430, 280 

357 

36, 576, 294 

' 914,170 

14, i l l , 493 
6, 328 

15, 750,467 
9,799 

8, 726,106 
13, 286 

467,996 
05, 737 

1, 246. 523 
52, 455 

I 4, 764, 176 
334, 970 

1 1,197, 065 
239, 567 

1 1, 433, OSO 
8,478 

1 2,098, 097 
445,188 

3, 431, 309 
537, 938 

1, 430, 637 
626,989 

3,5, 661,124 
2, 240, 734 

14,106,165 
l,5fi,\013 

15, 740, 068 
1, 389, 617 

8,711,821 
808, 371 

392, 259 
9, 97S 

1,194, 068 
7, 199 

1 5, 009,145 
3,482 

1 1, 436, 622 ' 1,441, 558 ' 2, 543, 285 2, 893, 371 
575, 000 

003, 648 
86, 089 

33,420, 390 
4, 466, 649 

12, 620, 162 14,351, 051 7,903,460 382, 281 1,180, 809 ' 5,102, 627 1 1, 436, 622 1 L 441, 568 1 2, 543, 285 2, 318, 371 816,659 28,964, 741 

' Loss. 
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Details of sales.—Practically all of Studebaker's sales, since 1911, 
consisted of sales of motor vehicles, although there were included the 
sales of accessories, repair parts, and assem.bly parts. The number 
of motor vehicles sold was 22,555 m 1911, and increased each year to 
1916, when 65,885 were sold. The number sold decreased dming the 
next 2 years to 23,864 in 1918, and thereafter mcreased to a total of 
145,167 in 1923, which was the largest number of cars sold durhig any 
one year of the company's existence. During the years from 1922 to 
1928, inclusive, the annual number of motor vehicles sold r-anged from 
110,240 to 145,167, After 1928 the number of motor vehicles sold 
decreased each year to 47,733 in 1932, and thereafter increased each 
year to 91,999 m 1936. In 1937 the company sold 91,475 m.otor ve
hicles. A summary of the number of motor vehicles sold by lines of 
motor vehicles from 1911 to 1937, is presented in the foUowing table: 

T.4.BLB 113.—The Studebaker Corporation—Summary of the m<mber of motor 
veliicles sold, 1911 to 1937, inclusive 

Year 

1911.. . 
1912... 
1913... 
1914... 
1916... 
1916-.. 
1917... 
1918... 
1919... 
1920... 
1921. . . 
1922.-. 
1923... 
1924... 
1925-^. 
1926... 
1927... 
1928..-
1929--. 
1930... 
1931-.. 
1932... 
1933-.. 
1934... 
1936.--
1936... 
1937... 

rotal. 

Ear ly 
models, 
" F o u r " 

and 
" L i g h t 
Fou r " 

22, 655 
27, 062 
31, '189 
24, 698 
29, 848 
34, 483 
17, 294 
6, 5-16 
7, 244 

394 

202,118 

" L i g h t 
Sue," 

"Stand
ard" 
aud 

'•nicta-
tor" 

"Special 
Six" 
and 

"Com
mander" 

3,150 
9,989 

13,898 
26.989 
21,716 
12, 693 
21, 224 
0, 494 

28,422 
48, 635 
77,289 
61, 286 
S3, 457 
70, 854 
39, 723 
39,187 
30, 737 
12,237 
10, 609 
6,279 

IS, 425 
38, 783 
40, 960 
75,310 
51, 84S 

849,152 

33, 820 
28, 633 
42,423 
47, 386 
35, 428 
34, 755 
6,447 

61,303 
29. 255 
32, 297 
11, 9.53 
5, 840 
2,940 
8,400 
6, 734 
4, 83S 

20,109 

402, 661 

" B i g 
Six" 
and 

"Presi
dent" 

3,096 
9,894 

10,4S1 
9,071 

IS, 269 
20, 492 
13,627 
10, 452 
32,044 

532 
20. 675 
19, 435 
10, 630 
5, 000 
2,024 
3,707 
2,100 
4, 044 
9,070 
7,248 

223,857 

'Erskine 
Six" 
and 

"Stude
baker 
Si.\-" 

23,137 
37,496 
11,500 
21, 855 
20, 777 
11, 761 

132, 626 

'Rock ne' 

747 
22, 223 
13,972 

1 

M i s 
cella
neous 

models 

207 
, 100 
. 209 
089 
603 
403 
346 
836 
284 
511 

1,042 

193 
223 
7 

484 
108 
80 
47 

1,140 
54 

30,943 7,702 1,854,859 

Total 
number 
of pas
senger 
motor 

vehicles 
sold 

22, 655 

34, 
34, 
44, 
62, 
39. 
22, 
39, 
51, 
66, 

110, 
146, 
110, 
134, 
109, 
114, 
132, 
94, 
56, 
49, 
44, 
44, 
47, 
49, 
85, 
79, 

Oom-
mer-
cial 

motor 
vehi
cles 
sold 

064 
611 
004 

2,410 
3,805 
2,885 
1,184 

1,58 
1 

1,970 
2,045 
3, 592 
3.307 
3,056 
4, 846 
3,022 
3, 075 
3, 918 
4, 700 
6.473 

12,210 

05,911 

Total 
number 
ot motor 
veliicles 

sold 

22,555 
28,523 
35, 410 
35,460 
46, 845 

• 65,885 
42, 367 
23, 804 
39, 356 
51,474 
66, 643 

110, 209 
146,167 
110,240 
134, 664 
111, 316 
116,740 
136, 205 
97, 629 
60, 669 
63, 885 
47, 733 
4S,.287 
51, 682 
54, 649 
91, 999 
91, 475 

, 920, 770 

The above does not include sales of Pierce-Arrow Motor Car Co. 
during the period it was a 100-percent subsidiary of Studebaker, the 
sales of Studebaker Bros. Manufacturing Co,, from 1902 to 1910, 
inclusive, nor tbe sales of Everitt-Metzger-Flanders Co,, from 1908 to 
1910. The sales of these three were as follows: 

Cars 

studebaker Bros. Manufacturing Co., 1902-10 4, 322 
Everitt-Metzp;er-FlanderR Co., 1908-10 23, 432 
Pierce-Arrow Motor Car Co., 1929-32 23, 904 

Total - 51, 358 
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The majority of the motor vehicles were sold to domestic dis

tributors, although a substantial number were exported to Canada and 
other foreign countries. Many of the exported cars were shipped 
imassembled, Aimual comparisons of the number of motor vehicles 
sold in this countr}!- and exported are given in the following tabulation: 

Number of motor vehicles sold annually in the United States, Canada, and all other 
countries, 1927 to 1937, inclusi-ue 

Year 

Number of 
niotor vehi
cles sold i n 

Uni ted 
States 

Number of 
motor vehi
cles sold i n 

Canada 

Number of 
motor veln
cles sold i n 

other foreign 
countries 

To ta l number 
of motor ve
hicles sold 

1927 98, 381 
110, 688 

82, 692 
53, 332 
48, 978 
43, 718 
42, 666 
41,403 
44, 198 
78, 006 
74, 201 

3,120 
3,812 
2,725 
1.863 
1, 620 
1,84S 
1,059 
1,161 
1, 2S3 
1, 935 
2,289 

16, 339 
21, 675 
12,112 

5, 364 
3,227 
3,167 
4,673 
9,118 
9, lOS 

12,068 
14, 9B5 

116, 740 
130, 206 
97,529 
60, 559 
53, 886 
47, 733 
48, 287 
51, 682 
51, 619 
91,999 
91,176 

1928 . 
98, 381 

110, 688 
82, 692 
53, 332 
48, 978 
43, 718 
42, 666 
41,403 
44, 198 
78, 006 
74, 201 

3,120 
3,812 
2,725 
1.863 
1, 620 
1,84S 
1,059 
1,161 
1, 2S3 
1, 935 
2,289 

16, 339 
21, 675 
12,112 

5, 364 
3,227 
3,167 
4,673 
9,118 
9, lOS 

12,068 
14, 9B5 

116, 740 
130, 206 
97,529 
60, 559 
53, 886 
47, 733 
48, 287 
51, 682 
51, 619 
91,999 
91,176 

1929 

98, 381 
110, 688 

82, 692 
53, 332 
48, 978 
43, 718 
42, 666 
41,403 
44, 198 
78, 006 
74, 201 

3,120 
3,812 
2,725 
1.863 
1, 620 
1,84S 
1,059 
1,161 
1, 2S3 
1, 935 
2,289 

16, 339 
21, 675 
12,112 

5, 364 
3,227 
3,167 
4,673 
9,118 
9, lOS 

12,068 
14, 9B5 

116, 740 
130, 206 
97,529 
60, 559 
53, 886 
47, 733 
48, 287 
51, 682 
51, 619 
91,999 
91,176 

1930... 

98, 381 
110, 688 

82, 692 
53, 332 
48, 978 
43, 718 
42, 666 
41,403 
44, 198 
78, 006 
74, 201 

3,120 
3,812 
2,725 
1.863 
1, 620 
1,84S 
1,059 
1,161 
1, 2S3 
1, 935 
2,289 

16, 339 
21, 675 
12,112 

5, 364 
3,227 
3,167 
4,673 
9,118 
9, lOS 

12,068 
14, 9B5 

116, 740 
130, 206 
97,529 
60, 559 
53, 886 
47, 733 
48, 287 
51, 682 
51, 619 
91,999 
91,176 

1931 

98, 381 
110, 688 

82, 692 
53, 332 
48, 978 
43, 718 
42, 666 
41,403 
44, 198 
78, 006 
74, 201 

3,120 
3,812 
2,725 
1.863 
1, 620 
1,84S 
1,059 
1,161 
1, 2S3 
1, 935 
2,289 

16, 339 
21, 675 
12,112 

5, 364 
3,227 
3,167 
4,673 
9,118 
9, lOS 

12,068 
14, 9B5 

116, 740 
130, 206 
97,529 
60, 559 
53, 886 
47, 733 
48, 287 
51, 682 
51, 619 
91,999 
91,176 

1932-.. 

98, 381 
110, 688 

82, 692 
53, 332 
48, 978 
43, 718 
42, 666 
41,403 
44, 198 
78, 006 
74, 201 

3,120 
3,812 
2,725 
1.863 
1, 620 
1,84S 
1,059 
1,161 
1, 2S3 
1, 935 
2,289 

16, 339 
21, 675 
12,112 

5, 364 
3,227 
3,167 
4,673 
9,118 
9, lOS 

12,068 
14, 9B5 

116, 740 
130, 206 
97,529 
60, 559 
53, 886 
47, 733 
48, 287 
51, 682 
51, 619 
91,999 
91,176 

1933 

98, 381 
110, 688 

82, 692 
53, 332 
48, 978 
43, 718 
42, 666 
41,403 
44, 198 
78, 006 
74, 201 

3,120 
3,812 
2,725 
1.863 
1, 620 
1,84S 
1,059 
1,161 
1, 2S3 
1, 935 
2,289 

16, 339 
21, 675 
12,112 

5, 364 
3,227 
3,167 
4,673 
9,118 
9, lOS 

12,068 
14, 9B5 

116, 740 
130, 206 
97,529 
60, 559 
53, 886 
47, 733 
48, 287 
51, 682 
51, 619 
91,999 
91,176 

1931 

98, 381 
110, 688 

82, 692 
53, 332 
48, 978 
43, 718 
42, 666 
41,403 
44, 198 
78, 006 
74, 201 

3,120 
3,812 
2,725 
1.863 
1, 620 
1,84S 
1,059 
1,161 
1, 2S3 
1, 935 
2,289 

16, 339 
21, 675 
12,112 

5, 364 
3,227 
3,167 
4,673 
9,118 
9, lOS 

12,068 
14, 9B5 

116, 740 
130, 206 
97,529 
60, 559 
53, 886 
47, 733 
48, 287 
51, 682 
51, 619 
91,999 
91,176 

1935 -

98, 381 
110, 688 

82, 692 
53, 332 
48, 978 
43, 718 
42, 666 
41,403 
44, 198 
78, 006 
74, 201 

3,120 
3,812 
2,725 
1.863 
1, 620 
1,84S 
1,059 
1,161 
1, 2S3 
1, 935 
2,289 

16, 339 
21, 675 
12,112 

5, 364 
3,227 
3,167 
4,673 
9,118 
9, lOS 

12,068 
14, 9B5 

116, 740 
130, 206 
97,529 
60, 559 
53, 886 
47, 733 
48, 287 
51, 682 
51, 619 
91,999 
91,176 

1936.. 

98, 381 
110, 688 

82, 692 
53, 332 
48, 978 
43, 718 
42, 666 
41,403 
44, 198 
78, 006 
74, 201 

3,120 
3,812 
2,725 
1.863 
1, 620 
1,84S 
1,059 
1,161 
1, 2S3 
1, 935 
2,289 

16, 339 
21, 675 
12,112 

5, 364 
3,227 
3,167 
4,673 
9,118 
9, lOS 

12,068 
14, 9B5 

116, 740 
130, 206 
97,529 
60, 559 
53, 886 
47, 733 
48, 287 
51, 682 
51, 619 
91,999 
91,176 1937. 

98, 381 
110, 688 

82, 692 
53, 332 
48, 978 
43, 718 
42, 666 
41,403 
44, 198 
78, 006 
74, 201 

3,120 
3,812 
2,725 
1.863 
1, 620 
1,84S 
1,059 
1,161 
1, 2S3 
1, 935 
2,289 

16, 339 
21, 675 
12,112 

5, 364 
3,227 
3,167 
4,673 
9,118 
9, lOS 

12,068 
14, 9B5 

116, 740 
130, 206 
97,529 
60, 559 
53, 886 
47, 733 
48, 287 
51, 682 
51, 619 
91,999 
91,176 

Tota l . . . 

98, 381 
110, 688 

82, 692 
53, 332 
48, 978 
43, 718 
42, 666 
41,403 
44, 198 
78, 006 
74, 201 

3,120 
3,812 
2,725 
1.863 
1, 620 
1,84S 
1,059 
1,161 
1, 2S3 
1, 935 
2,289 

16, 339 
21, 675 
12,112 

5, 364 
3,227 
3,167 
4,673 
9,118 
9, lOS 

12,068 
14, 9B5 

116, 740 
130, 206 
97,529 
60, 559 
53, 886 
47, 733 
48, 287 
51, 682 
51, 619 
91,999 
91,176 

Tota l . . . 717,152 22, 806 110, 786 850, 743 717,152 22, 806 110, 786 850, 743 

Dmhig the ll-year period mider review the total net sales amounted 
to $821,719,857, of which $778,399,500 represented sales of motor 
vehicles, S37,949,2S2 consisted of sales of repah parts, and $5,371,015 
represented sales of assembly parts. Thus, it will be seen that only a 
relatively small proportion of the sales I'epresented sales of repair 
parts. Included in the sales of motor vehicles are the sales of acces
sories, many of which were installed on the cars at the time tbe cars 
were assembled. The following table contains a summary of the 
various items included m net sales. I t will be noted that an amount 
is shown for accessory sales, which amount does not represent the total 
accessories or options for the reason that somethnes these items were 
included with the car sales and were recorded as sales of motor velucles. 
Also included in the sales of motor veliicles were the revenues from 
advertising and loadmg which were based on charges to distributors 
and dealers on a per-car basis. 

TABLE 114.- -The Studebaker Corporation—Details of net sales, 1927 io 1937, 
inclusive 

1927 1928 1929 1930 1931 1932 

Number of motor vehicles sold: 
Dic ta tor . . . . 39,723 39,187 30 737 12, 237 10,6G9 5,279 
Commander...^ 51,303 29,266 32, 297 11,963 6,840 2,940 
President. . . . 532 26, 676 19, 435 10, 630 6,000 2,024 
Erskine Six and Studebaker Six . . . 23,137 37,496 11, 500 21,865 26,777 11,701 
Rockne. - . . . . 747 23, 223 
Pierce-Arrow . . . . . . 193 228 7 27 
Miscellaneous passengt-r cars 

228 
467 

Tota] passenger cars 114, 096 132,613 94, 162 56, 903 49, 040 44,711 
Commercial motor vehicles 3, 046 3, 692 3, 367 3, 650 4,845 3, 022 

To ta l motor vehicles sold 116, 740 136, 205 97, 629 60, 659 53, 886 47, 733 
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TABLE 114.—The Studebaker Corporation—Details of net sales, 1927 to 1937 
inclusive—Continued 

1927 1928 1929 1930 1931 1932 

Net sales: 
Dictator . . . 
Commander 
President _. 
Erskine Six and Studchaker Six.__ 
Rockne . . . . . . . . . „. 

$38, 343, 644 
61,603,870 

830, 728 
17, 488, 243 

S37, 865, 857 
,33, 651,7.54 
38, 752, 702 
28, 035, 246 

$27, '205, 750 
36, 703, 4S5 
28,971. 376 
8, 882, 665 

.$10, 440, 038 
13, 768, ISO 
15, 571, 473 
1,5, 666, 095 

$8,997, 084 
6, 667,121 
7, 007, 777 

18, 316, 349 
437, 990 

18,112 

$4, 248, 299 
3, OSl, 525 
2, 642, 196 
S, 3S6, 396 

l i ; 814, 135 
78, 428 

456, 816 
Fierce-Arrow . . . 020, 297 715, 026 

$8,997, 084 
6, 667,121 
7, 007, 777 

18, 316, 349 
437, 990 

18,112 

$4, 248, 299 
3, OSl, 525 
2, 642, 196 
S, 3S6, 396 

l i ; 814, 135 
78, 428 

456, 816 Miscellaneous passenger cars 
020, 297 715, 026 

$8,997, 084 
6, 667,121 
7, 007, 777 

18, 316, 349 
437, 990 

18,112 

$4, 248, 299 
3, OSl, 525 
2, 642, 196 
S, 3S6, 396 

l i ; 814, 135 
78, 428 

456, 816 

To ta l passenger cars 
Commercial motor vehicles 

To ta l net sales of motor vehicles. 
Ne t sales, accessories, supplies, etc 
Eevenuefrom— 

Advert is ing 
Loadint; and miscellaneous 

To t a l net sales of motor vehicles 
and accessories 

Ne t sales of— 
Repair parts. 
.Assembly parts . . . . . . . . 

To ta l net sales . . . . 

$4, 248, 299 
3, OSl, 525 
2, 642, 196 
S, 3S6, 396 

l i ; 814, 135 
78, 428 

456, 816 

To ta l passenger cars 
Commercial motor vehicles 

To ta l net sales of motor vehicles. 
Ne t sales, accessories, supplies, etc 
Eevenuefrom— 

Advert is ing 
Loadint; and miscellaneous 

To t a l net sales of motor vehicles 
and accessories 

Ne t sales of— 
Repair parts. 
.Assembly parts . . . . . . . . 

To ta l net sales . . . . 

118, 272, 385 
4, 201, 386 

138, 295, 559 
4, 863, 475 

102, 383, 563 
4, 716, 020 

56,181, 412 
3, 661, 277 

41,604, 039 
3,864,363 

,30, 700, 794 
2, 640, 202 

To ta l passenger cars 
Commercial motor vehicles 

To ta l net sales of motor vehicles. 
Ne t sales, accessories, supplies, etc 
Eevenuefrom— 

Advert is ing 
Loadint; and miscellaneous 

To t a l net sales of motor vehicles 
and accessories 

Ne t sales of— 
Repair parts. 
.Assembly parts . . . . . . . . 

To ta l net sales . . . . 

12% 473, 771 
512,432 

1, 137, 130 

143,149,034 
670, 403 

2,313, 744 
3, 332, 265 

107, 099, 589 
4,67, 228 

1,835,337 
2, 433, 492 

59,732,089 
275, 714 

1, 084, ,364 
1, 096, 855 

45, 308,402 
341,117 

836, 089 
1, 380, 488 

33, 352,990 
595, 169 

546, 130 
1, 131, 312 

To ta l passenger cars 
Commercial motor vehicles 

To ta l net sales of motor vehicles. 
Ne t sales, accessories, supplies, etc 
Eevenuefrom— 

Advert is ing 
Loadint; and miscellaneous 

To t a l net sales of motor vehicles 
and accessories 

Ne t sales of— 
Repair parts. 
.Assembly parts . . . . . . . . 

To ta l net sales . . . . 

12.1, 113, ,329 

5, 836, 860 

149, 46,5, 446 

6,181,004 
212, 282 

111,82,5,646 

5, 276, 865 
1,987,933 

6-2, 788, 622 

3, 606, 765 
917, 606 

47, 926, 096 

3,112,074 
1, 224, 264 

35, 625, 697 

2, 312, 711 
234, 519 

To ta l passenger cars 
Commercial motor vehicles 

To ta l net sales of motor vehicles. 
Ne t sales, accessories, supplies, etc 
Eevenuefrom— 

Advert is ing 
Loadint; and miscellaneous 

To t a l net sales of motor vehicles 
and accessories 

Ne t sales of— 
Repair parts. 
.Assembly parts . . . . . . . . 

To ta l net sales . . . . 1-29, 950,189 155, 858, 732 119, 090, 434 67, 311, 983 52, 262, 434 38,172, 827 

1933 1934 1936 1036 1937 Tota l , 
1927-37 

Number of motor vehicles sold: 
D i c t a t o r . . _ 
Commander. : . . 

18, 425 
8.400 
3,707 

38, 783 
6,734 
2,100 

40, 960 
4, 838 
4,044 

75, 310 51, 848 
20,109 
7,248 

303,168 
173, 669 
90, 631 

132, 626 
30,943 

669 
1,078 

President 
Erskine Six and Studebaker 

Si.x 

18, 425 
8.400 
3,707 

38, 783 
6,734 
2,100 

40, 960 
4, 838 
4,044 9, 076 

51, 848 
20,109 
7,248 

303,168 
173, 669 
90, 631 

132, 626 
30,943 

669 
1,078 

Rockne 13, 972 
61 
57 

1 
S3 
3 

303,168 
173, 669 
90, 631 

132, 626 
30,943 

669 
1,078 

Pierce-Arrow.. . . . . 
Miscellaneous passenger cars.--

To ta l passenger ears. 

Commercial motor vehicles 

To t a l motor vehicles sold 

Ne t sales: 
Dic ta to r . . . . . . . . . . . . . . 
Commander. . 

13, 972 
61 
57 

1 
S3 
3 

46 
1 

31 
1,109 

3 
51 

303,168 
173, 669 
90, 631 

132, 626 
30,943 

669 
1,078 

Pierce-Arrow.. . . . . 
Miscellaneous passenger cars.--

To ta l passenger ears. 

Commercial motor vehicles 

To t a l motor vehicles sold 

Ne t sales: 
Dic ta to r . . . . . . . . . . . . . . 
Commander. . 

44,613 
3, 675 

47, 764 
3,918 

49, 889 
4,760 

86, 526 
6, 473 

79, 259 
12, 216 

799,174 
61,569 

Pierce-Arrow.. . . . . 
Miscellaneous passenger cars.--

To ta l passenger ears. 

Commercial motor vehicles 

To t a l motor vehicles sold 

Ne t sales: 
Dic ta to r . . . . . . . . . . . . . . 
Commander. . 

48, 287 51, 682 o,l, 649 91,999 91,475 860, 743 

Pierce-Arrow.. . . . . 
Miscellaneous passenger cars.--

To ta l passenger ears. 

Commercial motor vehicles 

To t a l motor vehicles sold 

Ne t sales: 
Dic ta to r . . . . . . . . . . . . . . 
Commander. . 

$10, 880, 280 
6, 058, 29C 
3, 539, 128 

823, 388,124 
4, 893, 776 
2, 040,764 

$26, 628,160 
3, 684, 428 
3, 668, 298 

$48,742,957 $33,986.819 
14, 729, 372 
6, 193, 409 

$269,724,102 
184, 841, 801 
116,918,778 

98, 793, 9S4 
IS, 653, 603 
1,991,614 
1,167, 725 

President. . . _ . . . 
Erskine SLx and Studebaker 

Six 

$10, 880, 280 
6, 058, 29C 
3, 539, 128 

823, 388,124 
4, 893, 776 
2, 040,764 

$26, 628,160 
3, 684, 428 
3, 668, 298 7, 664, 928 

$33,986.819 
14, 729, 372 
6, 193, 409 

$269,724,102 
184, 841, 801 
116,918,778 

98, 793, 9S4 
IS, 653, 603 
1,991,614 
1,167, 725 

Rockne 6, 301, 211 
120, 701 
73, 660 

161 
210, 012 

2,911 

$269,724,102 
184, 841, 801 
116,918,778 

98, 793, 9S4 
IS, 653, 603 
1,991,614 
1,167, 725 

Pierce-Arrow 
Miscellaneous passenger cars... 

To ta l passenger cars . . 
Commercial motor vehicles 

To ta l net sales of motor ve
hicles. 

Net sales, accessories, supplies, etc. 
Revenue f rom— 

Adver t i s ing . 
Loadmg and miscellaneous 

To t a l net sales of motor ve
hicles and accessories 

Ne t sales of— 
Repair parts 
Assembly parts. 

6, 301, 211 
120, 701 
73, 660 

161 
210, 012 

2,911 
123, 328 

010 
81, 684 

606,126 
13, 026 
18, 412 

$269,724,102 
184, 841, 801 
116,918,778 

98, 793, 9S4 
IS, 653, 603 
1,991,614 
1,167, 725 

Pierce-Arrow 
Miscellaneous passenger cars... 

To ta l passenger cars . . 
Commercial motor vehicles 

To ta l net sales of motor ve
hicles. 

Net sales, accessories, supplies, etc. 
Revenue f rom— 

Adver t i s ing . 
Loadmg and miscellaneous 

To t a l net sales of motor ve
hicles and accessories 

Ne t sales of— 
Repair parts 
Assembly parts. 

26, 986,160 
2, 648,023 

30, ,541,748 
3, 016, 761 

33,105,114 
3, 600, 237 

67, 095, 096 
5, 266, 773 

54,940, 038 
8,843, 120 

690, Oil , 507 
47, 200, 643 

Pierce-Arrow 
Miscellaneous passenger cars... 

To ta l passenger cars . . 
Commercial motor vehicles 

To ta l net sales of motor ve
hicles. 

Net sales, accessories, supplies, etc. 
Revenue f rom— 

Adver t i s ing . 
Loadmg and miscellaneous 

To t a l net sales of motor ve
hicles and accessories 

Ne t sales of— 
Repair parts 
Assembly parts. 

29, 633,183 
1, 064, 777 

602, 687 
1,260,371 

33, 558, 509 
1, 401, 701 

586, 078 
1, 066, 196 

36, 706, 351 
1, 446,195 

541, 660 
1,184; 099 

02,361,468 
1, 546, 787 

1, 352, 167 
2, 449, 668 

03, 783,158 
1, 926, ,576 

1, 320, 0,52 
2, 274, 342 

737, 218.150 
10, 22S, 089 

12,145,334 
18,807, 987 

Pierce-Arrow 
Miscellaneous passenger cars... 

To ta l passenger cars . . 
Commercial motor vehicles 

To ta l net sales of motor ve
hicles. 

Net sales, accessories, supplies, etc. 
Revenue f rom— 

Adver t i s ing . 
Loadmg and miscellaneous 

To t a l net sales of motor ve
hicles and accessories 

Ne t sales of— 
Repair parts 
Assembly parts. 

32, 550, 918 

2, 003,902 
415,800 

37, 212, 483 

2,136,150 
378, 621 

39, 877, 305 

2, 164, 876 

67, 7C9,990 

2, 670, 901 

69, 304, 128 

2, 699,185 

77S, 399,500 

37,949, 282 
5, 371, 016 

T o t a l net sales . . . . 

32, 550, 918 

2, 003,902 
415,800 

37, 212, 483 

2,136,150 
378, 621 

77S, 399,500 

37,949, 282 
5, 371, 016 

T o t a l net sales . . . . 36, 030, 620 ,39, 726, 254 42, 032,180 70, 280,891 72, 003. 313 821, 719, 867 
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The sales of motor vehicles sho-wm in the foregoing table are net 
after deducting all discounts and allowances. Certain accessories 
were included by the company with the sales of motor vehicles, thus 
the amounts shown as sales of accessories are not tbe totals of such 
sales, but represent a substantial portion thereof. I t has always been 
the practice of the coinpany to sell motor vehicles f. o. b. South Bend, 
Ind., except since 1935, when an assembly pla.nt was opened in Los 
Angeles, from which motor vehicles were sold in the Pacific Coast 
States f. o, b. distributors' or dealers' places of business at prices which 
include a dehvery charge. The Studebaker Corporation appoints dis
tributors, who in turn appomt dealers. In reality all motor vehicles 
are sold to distributors who sell pa,rt of them at retail to customers 
and part at wholesale to dealers. From 1934 to 1938, mclusive, the 
distributors received an overriding discount or wholesale conimission 
on cars sold to dealers, of 2 percent in 1934, and 3 percent from 1935 
to 1938, mclusive. Prior to 1934 the dealers purchased cars from 
distributors at lesser discounts than those allowed by the factory to 
the distributors. Usually the Studebaker distributors' discounts va
ried with the number of motor vehicles purchased. These discoimts 
were usually changed slightly from year to year and ranged from 22 
to 30 percent of hst prices. During some years special discounts of 
from 1 to 2 percent were allowed to certain metropolitan distributors 
for special territorial development work. This compa,ny manufac
tured motor vehicles for stock and therefore when new models were 
released the factoiy often had some of the prior models hi stock and 
then old models were offered to distributors and dealers at special 
reduced prices. 

The sales of assembly parts shown in the preceding table represented 
sales of material and parts manufactured for the Pierce-Arrow Motor 
Car Co. and White Motor Co. during the years when those companies 
were subsidiaries of The Studebaker Corporation. 

Beve-nue from advertising and expense of advertising.—It was the prac
tice of The Studebaker Corporation to do all the advertising of new 
cars and to make special charges for advertising with each car sold. 
The amounts charged to distributors and dealers per motor vehicle 
are summarized below: 

Year Er
skine 

Stude
baker 

Six 
Dicta

tor 
Com

mander 
Presi
dent Year Er

skine 
Stude
baker 

Six 
Dicta

tor 
Com

mander 
Presi
dent 

1927 
1928 
1929 
1930 
1931 

$10 
10 
10 
16 

$10 
16 
16 
16 
15 
15 

$10 
20 
20 
20 
20 
20. 

$10 
25 
25 
25 
20 
30 

1933 $15 ,$15 
16 
10 
16 
15 

$20 
20 
20 

*;20 
20 
20 
35 
25 
26 

1927 
1928 
1929 
1930 
1931 

$10 
10 
10 
16 

$10 
16 
16 
16 
15 
15 

$10 
20 
20 
20 
20 
20. 

$10 
25 
25 
25 
20 
30 

1934 
$15 ,$15 

16 
10 
16 
15 

$20 
20 
20 

*;20 
20 
20 
35 
25 
26 

1927 
1928 
1929 
1930 
1931 

$10 
10 
10 
16 

$10 
16 
16 
16 
15 
15 

$10 
20 
20 
20 
20 
20. 

$10 
25 
25 
25 
20 
30 

1935 

,$15 
16 
10 
16 
15 

$20 
20 
20 

*;20 
20 
20 
35 
25 
26 

1927 
1928 
1929 
1930 
1931 

$10 
10 
10 
16 

$10 
16 
16 
16 
15 
15 

$10 
20 
20 
20 
20 
20. 

$10 
25 
25 
25 
20 
30 

1936 

,$15 
16 
10 
16 
15 

$20 
20 
20 

*;20 
20 
20 
35 
25 
26 

1927 
1928 
1929 
1930 
1931 

$10 
10 
10 
16 

$15 
15 

$10 
16 
16 
16 
15 
15 

$10 
20 
20 
20 
20 
20. 

$10 
25 
25 
25 
20 
30 

1937 

,$15 
16 
10 
16 
15 15 

15 

*;20 
20 
20 
35 
25 
26 1932 

$15 
15 

$10 
16 
16 
16 
15 
15 

$10 
20 
20 
20 
20 
20. 

$10 
25 
25 
25 
20 
30 1938 

,$15 
16 
10 
16 
15 15 

15 

*;20 
20 
20 
35 
25 
26 

$15 
15 

$10 
16 
16 
16 
15 
15 

$10 
20 
20 
20 
20 
20. 

$10 
25 
25 
25 
20 
30 

15 
15 

*;20 
20 
20 
35 
25 
26 

Occasionally special advertismg campaigns were sponsored in the 
territory of a particular distributor, with the approval of the distrib
utor, for which special charges were made per motor vehicle in 
addition to the regular advertising charges. 



816 FEDERAL TRADE COMMISSION 

The advertising expense for the ll-year period was approximately 
three times the amount collected from distributors and dealers as 
illustrated below: 

Year 
Revenue 
from ad
vertising 

Ad vcrtisiTjg 
expenses Year 

Hevenue 
from ad
vertising 

Advertising 
expenses 

1927 $1,127,120 
2,313,741 
i ; 836, 337 
1, 084, 304 

836, 089 
540, 130 
602, ,587 

$6,376,376 
6, 366, 012 
5, 821, 432 
3, 782, 284 
2, 374, 970 
2, 205, 707 
1,612, 769 

1934 , S6S6,078 
641, 060 

1, 352,167 
1, 320, 052 

$1, 842, 655 
1, 869,103 
2, 721,198 
2, 749, 203 

1928 
$1,127,120 
2,313,741 
i ; 836, 337 
1, 084, 304 

836, 089 
540, 130 
602, ,587 

$6,376,376 
6, 366, 012 
5, 821, 432 
3, 782, 284 
2, 374, 970 
2, 205, 707 
1,612, 769 

1935 
S6S6,078 
641, 060 

1, 352,167 
1, 320, 052 

$1, 842, 655 
1, 869,103 
2, 721,198 
2, 749, 203 

1929 , 

$1,127,120 
2,313,741 
i ; 836, 337 
1, 084, 304 

836, 089 
540, 130 
602, ,587 

$6,376,376 
6, 366, 012 
5, 821, 432 
3, 782, 284 
2, 374, 970 
2, 205, 707 
1,612, 769 

1930 

S6S6,078 
641, 060 

1, 352,167 
1, 320, 052 

$1, 842, 655 
1, 869,103 
2, 721,198 
2, 749, 203 1930. 

$1,127,120 
2,313,741 
i ; 836, 337 
1, 084, 304 

836, 089 
540, 130 
602, ,587 

$6,376,376 
6, 366, 012 
5, 821, 432 
3, 782, 284 
2, 374, 970 
2, 205, 707 
1,612, 769 

1937 

S6S6,078 
641, 060 

1, 352,167 
1, 320, 052 

$1, 842, 655 
1, 869,103 
2, 721,198 
2, 749, 203 

1931 

$1,127,120 
2,313,741 
i ; 836, 337 
1, 084, 304 

836, 089 
540, 130 
602, ,587 

$6,376,376 
6, 366, 012 
5, 821, 432 
3, 782, 284 
2, 374, 970 
2, 205, 707 
1,612, 769 

Total.. 

S6S6,078 
641, 060 

1, 352,167 
1, 320, 052 

$1, 842, 655 
1, 869,103 
2, 721,198 
2, 749, 203 

1932 

$1,127,120 
2,313,741 
i ; 836, 337 
1, 084, 304 

836, 089 
540, 130 
602, ,587 

$6,376,376 
6, 366, 012 
5, 821, 432 
3, 782, 284 
2, 374, 970 
2, 205, 707 
1,612, 769 

Total.. 12, 145, 334 36, 720, 769 
1933.. 

$1,127,120 
2,313,741 
i ; 836, 337 
1, 084, 304 

836, 089 
540, 130 
602, ,587 

$6,376,376 
6, 366, 012 
5, 821, 432 
3, 782, 284 
2, 374, 970 
2, 205, 707 
1,612, 769 

12, 145, 334 36, 720, 769 

The advertising is handled for The Studebaker Corporation by an 
advertising agency for the reason that those agencies receive a dis
count from newspapers and magazines, which discount is not ava,il-
able to the advertisers. The discount received by tbe agency repre
sents its compensation for Iiandling the advertismg. 

The advertising expense during the ll-year period on the average 
was equal to 4,46 percent of the total net sales. About three-fourths 
of the advertising expense consisted of costs of advertismg space in 
newspapers, magazines, outdoor billboards, and radio programs. 

Distribution and administrative expenses.—All administrative, sell
ing, advertising, and general expenses of operations, except factory 
cosib of sales, were included in commercial expenses. A segregation of 
commercial expenses between advertising expenses and all other 
expenses is given below: 

other dis Total dis other di.s- Total dis
-(Advertis tribution tribution Advertis tribution tribution 

Year ing and admin and admin Year ing and admin andiidnnu-
expcDije istrative istrative expense istrative istrative 

expense expense expense expense 

1927 $.5, 375,376 
6, 366, 012 
5,821,432 
3, 782, 284 
2, 374,970 
2, 20,5, 707 
1, 612, 769 

$7, 778, 089 
8, 312, 673 
7, 996, 957 
5, 913, 274 
4, 484, 920 
6, 075, 598 
3, 356, 726 

$13,1,53, 466 
14, 678, 686 
13, 817, 389 
9, 696, 658 
6, 859, 896 
7, 281, 305 
4, 968, 493 

,$1,842, 656 
1, 869,103 
2, 721,198 
2, 749, m 

$3,190,187 
3,009, 388 
3, 621, 082 
4, 277, 207 

$5,032,842 
4, 878,491 
6, 342, 279 
7, 026, 470 

1928 
$.5, 375,376 
6, 366, 012 
5,821,432 
3, 782, 284 
2, 374,970 
2, 20,5, 707 
1, 612, 769 

$7, 778, 089 
8, 312, 673 
7, 996, 957 
5, 913, 274 
4, 484, 920 
6, 075, 598 
3, 356, 726 

$13,1,53, 466 
14, 678, 686 
13, 817, 389 
9, 696, 658 
6, 859, 896 
7, 281, 305 
4, 968, 493 

1936 
,$1,842, 656 

1, 869,103 
2, 721,198 
2, 749, m 

$3,190,187 
3,009, 388 
3, 621, 082 
4, 277, 207 

$5,032,842 
4, 878,491 
6, 342, 279 
7, 026, 470 

1929 

$.5, 375,376 
6, 366, 012 
5,821,432 
3, 782, 284 
2, 374,970 
2, 20,5, 707 
1, 612, 769 

$7, 778, 089 
8, 312, 673 
7, 996, 957 
5, 913, 274 
4, 484, 920 
6, 075, 598 
3, 356, 726 

$13,1,53, 466 
14, 678, 686 
13, 817, 389 
9, 696, 658 
6, 859, 896 
7, 281, 305 
4, 968, 493 

1936 

,$1,842, 656 
1, 869,103 
2, 721,198 
2, 749, m 

$3,190,187 
3,009, 388 
3, 621, 082 
4, 277, 207 

$5,032,842 
4, 878,491 
6, 342, 279 
7, 026, 470 1930 

$.5, 375,376 
6, 366, 012 
5,821,432 
3, 782, 284 
2, 374,970 
2, 20,5, 707 
1, 612, 769 

$7, 778, 089 
8, 312, 673 
7, 996, 957 
5, 913, 274 
4, 484, 920 
6, 075, 598 
3, 356, 726 

$13,1,53, 466 
14, 678, 686 
13, 817, 389 
9, 696, 658 
6, 859, 896 
7, 281, 305 
4, 968, 493 

1937 

,$1,842, 656 
1, 869,103 
2, 721,198 
2, 749, m 

$3,190,187 
3,009, 388 
3, 621, 082 
4, 277, 207 

$5,032,842 
4, 878,491 
6, 342, 279 
7, 026, 470 

1931 

$.5, 375,376 
6, 366, 012 
5,821,432 
3, 782, 284 
2, 374,970 
2, 20,5, 707 
1, 612, 769 

$7, 778, 089 
8, 312, 673 
7, 996, 957 
5, 913, 274 
4, 484, 920 
6, 075, 598 
3, 356, 726 

$13,1,53, 466 
14, 678, 686 
13, 817, 389 
9, 696, 658 
6, 859, 896 
7, 281, 305 
4, 968, 493 

Total 

,$1,842, 656 
1, 869,103 
2, 721,198 
2, 749, m 

$3,190,187 
3,009, 388 
3, 621, 082 
4, 277, 207 

$5,032,842 
4, 878,491 
6, 342, 279 
7, 026, 470 

1933.... 

$.5, 375,376 
6, 366, 012 
5,821,432 
3, 782, 284 
2, 374,970 
2, 20,5, 707 
1, 612, 769 

$7, 778, 089 
8, 312, 673 
7, 996, 957 
5, 913, 274 
4, 484, 920 
6, 075, 598 
3, 356, 726 

$13,1,53, 466 
14, 678, 686 
13, 817, 389 
9, 696, 658 
6, 859, 896 
7, 281, 305 
4, 968, 493 

Total 30, 720, 709 
3, 338, 261 

57,014,104 
5,183,100 

93, 734, 873 
8, 631, 351 1933 

$.5, 375,376 
6, 366, 012 
5,821,432 
3, 782, 284 
2, 374,970 
2, 20,5, 707 
1, 612, 769 

$7, 778, 089 
8, 312, 673 
7, 996, 957 
5, 913, 274 
4, 484, 920 
6, 075, 598 
3, 356, 726 

$13,1,53, 466 
14, 678, 686 
13, 817, 389 
9, 696, 658 
6, 859, 896 
7, 281, 305 
4, 968, 493 Average 

30, 720, 709 
3, 338, 261 

57,014,104 
5,183,100 

93, 734, 873 
8, 631, 351 

Other income, net.—It wOl be noted in the next statement tbat dur
ing tbe ll-j'-ear perioxi The Studebaker Corporation had other income 
less other-income deductions, amounting to a net of $1,230,497. The 
nature of the items included under this classification is shovm iu the 
following tabulation: 

Summary of other income and other income deductions in total for the ll-year period, 
1927 to 1937, inclusive 

Other income: 
Cash discount earned on purchases $2, 594, 383 
Interest and dividend income 1, 491, 504 
Rent income 1, 479, 958 
Royalties received : 487,446 
Special purchase rebates 404, 796 
Advertising service 890, 227 
Commissions on White trucks and parts 335, 426 
Miscellaneous other income 682, 123 

Total other income 8, 365, 863 
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Summary of other income and other income deductions intoialfor the ll-year period, 
1927 to 1937, inclusive—Conihmod 

Other income deductions: 
Cash discbunt allowed- $846,467 
Employees' profit-sharing expense 689, 866 
Employees' compensation plan 1, 543, 958 
Losses of subsidiaries not consolidated 643, 140 
Subsidy paid to finance companies 2, 557, 261 
Royalties paid 42, 120 
Adjustment of freight on materia] 167, 333 
Miscellaneous other income deductions 645, 221 

Total, other income deductions 7, 135, 366 

Other income, net, total ll-year period 1, 230, 497 

Subsidies paid to finance companies.—It will be noted in the fore
going tabulation that for the ll-year period, 1927 to 1937, inclusive, 
the amount of $2,557,261 was paid to finance companies a.s a subsidy 
for financing the sales of motor veliicles. The aggregate amount 
paid to finance conipanies from 1923 to 1932, inclusive, the period 
during which such paĵ ments were made, amounted to $5,728,427, 
wluch was paid to the followhig fina,nce companies: 
Industrial Finance Corporation and Industrial Acceptance Cor

poration $4, 845, 088 
IVIotor Dealers Credit Corporation 218, 151 
Commercial Investment Trust, Ino 665, 188 

Total 5, 728, 427 

The Studebaker Corporation was one of the first motor-vehicle 
manufacturers to use wliolesale and retail financing to stimulate sales. 
As early as 1915 the company deposited money in local banks v/ith 
the provision that the banks would loan an ec[ual amount to dealers. 
The first time a finance company was employed to provide national 
wholesale financing was m 1916, when arrangements were made with 
Commercial Investment Trust, Inc., providing for the extension of 
credit to dealers. This was a tempora,ry arrangement imder which 
The Studebaker Coi'poration assumed all losses from uncollectible 
accoimts. During the period 1917-18 the sales of motor vehicles 
were ahead of production and it was not. then necessary to stimulate 
business tlu-ough credit sales of motor vehicles. However, from 1919 
to the end of the period covered in tliis report, formal agreements 
have been in existence providing for wholesale and retail financing 
of sales. During this period three finance companies have been 
employed, namely, (a) Industrial Finance Corporation or its sub
sidiary. Industrial Acceptance Corporation, from May 21, 1919, to 
May 1, 1928; (6) Motor Dealers Credit Corporation, from May 1, 
1928, to April 1, 1929; and (o) Commercial Investment Trust, Inc., 
from April 1, 1929, to the end of the period covered in this report. 

During the period from 1919 to 1922, inclusive, there were no sub
sidies paid to the finance company, as the retail financing rates had 
not been fixed by agreement between the finance company a,nd The 
Studebaker Corporation. Uniform rates were established in 1923 
and subsidies v/ere paid to the finance company imtil 1932. Although 
no subsidy was paid after 1932, the finance service contracts continued 
in effect. The fhiance companies, of course, received compensation 
in the form of finance charges from the dealers and customers in-
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dependently of the subsidy payments. The annual amounts of these 
subsidy payments are as shown below. 
1923 $743, 171 
1924 918, 672 
1925 925, 368 
1926 583, 955 
1927 787, 584 
1928 886, 337 

1929 $363, 987 
1930 262, 500 
1931 212,500 
1932 44, 353 

Total 5, 728, 427 

Loss on retail o-perations.—The Studebaker Corporation operated re
tail branches for many years until late in 1935, when the last retail 
branch was closed. The retail branches were located in the United 
States, Canada, and other foreign coimtries. All foreign retah 
branches were discontinued prior to the end of 1929. Dming each 
year from 1927 to 1935, inclusive, the operations of these retail 
branches resulted in a loss, in the follo'wing amounts: 
1927 $124, 883 
1928 288,938 
1929 757, 058 
1930 706, 551 
1931 489,096 
1932 869, 089 

1933 $474, 106 
1934 57i; 163 
1935 285, 181 

Total _• 4, 566, 065 

The number of domestic and foreign retail branches in operation 
during the period under review is summarized below. 

Year 
Domestic 

retail 
branches 

Foreign 
retail 

branches 

Total 
retail 

branches 
Year 

Domestic 
retail 

branches 

Foreign 
retail 

branches 

Total 
retail 

branches 

1927 . 5 6 11 1932 3 3 
192S.... 2 6 8 1933 2 2 
1929 . . 2 2 4 1934 2 2 
1930 3 3 1935. 2 2 
1931 4 4 

These retah branches are distinguished from the wholesale branches, 
which are a fimctional part of the wholesale distribution system. 
The annual number of wholesale branches during the period under 
review is given here. 

Domestic Foreign Total Domestic Foreign Total 
Year wholesale wholesale wholesale Year wholesale wholesale wholesale 

branches branches branches branches branches branelies 

1927 23 
22 
20 
19 
18 
18 

8 
9 
8 
7 

• 5 
3 

31 
31 
28 
26 
23 
21 

1933... 18 
16 
15 
14 
15 

3 
2 
2 
1 
1 

21 
17 
17 
15 
18 

1928.... 
23 
22 
20 
19 
18 
18 

8 
9 
8 
7 

• 5 
3 

31 
31 
28 
26 
23 
21 

1934 
18 
16 
15 
14 
15 

3 
2 
2 
1 
1 

21 
17 
17 
15 
18 

1929 

23 
22 
20 
19 
18 
18 

8 
9 
8 
7 

• 5 
3 

31 
31 
28 
26 
23 
21 

1935 

18 
16 
15 
14 
15 

3 
2 
2 
1 
1 

21 
17 
17 
15 
18 

1930 

23 
22 
20 
19 
18 
18 

8 
9 
8 
7 

• 5 
3 

31 
31 
28 
26 
23 
21 

1936 

18 
16 
15 
14 
15 

3 
2 
2 
1 
1 

21 
17 
17 
15 
18 1931 

23 
22 
20 
19 
18 
18 

8 
9 
8 
7 

• 5 
3 

31 
31 
28 
26 
23 
21 

1937 

18 
16 
15 
14 
15 

3 
2 
2 
1 
1 

21 
17 
17 
15 
18 

1932 

23 
22 
20 
19 
18 
18 

8 
9 
8 
7 

• 5 
3 

31 
31 
28 
26 
23 
21 

18 
16 
15 
14 
15 

3 
2 
2 
1 
1 

21 
17 
17 
15 
18 
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Operating ratios.—Comparisons of annual operating ratios are pre

sented to reflect the trends of profits and expenses. These ratios are 
expressed in cents per dollar of net sales and in dollars per motor 
vehicle sold to indicate the comparative costs, expenses, and profits. 
The following table contains statistical data on the total business 
consisting of motor vehicles, accessories, and parts. 

TABLE 115.— The Studebaker Corporation—Costs, expenses, and profits expressed 
in cents per dollar of nei sales of motor vehicles, accessories, and -parts, 1927 to 1937, 
inclusive 

Year Total 
net sales 

Factory 
cost of 

sales 

Gross 
prof i t on 

sales 

Commer
cial expense 

Net prof i t 
on sales 

Other 
i ncome-

net 

Net prof i t 
on entire 

motor-
vehicle 

business 

1927.-.. 
1928 
1929 
1930 
1931 
1932 
1933.... 
1934.. 
1935 
1936 
1937 

Average 

Cents 
100.00 
100. 00 
100.00 
100.00 
100.00 
100.00 
100.00 
100. 00 
100.00 
100.00 
100.00 

Cents 
79.24 
80.08 
80.82 
63.61 
82.04 
90. 62 
88.02 
89.82 
93.23 
86.33 
88.32 

Cents 
20.76 
19.92 
19.18 
16.39 
17.06 
9. 38 

11.98 
10. IS 
6.77 

13.77 
11.78 

Cents 
10.12 
9.42 

11.60 
14.41 
13.13 
19.07 
14.18 
12. 66 
11.60 
9.02 
9.76 

Cents 
10. 64 
10.50 
7.53 
1, 93 
3, 93 

19. 69 
1 2.20 
1 2.48 
1 4.83 

4. 75 
2.03 

Cents 
0. 30 
1 ,28 

,72 
1.01 
1,50 
1 ,18 

.55 
,60 
.61 
.13 

1.04 

Cents 
10.94 
10.22 
8.30 
1.97 
3.43 

1 9,87 
1 1, 65 
1 1,88 
14,22 

4,88 
1,98 

100.00 83.74 16.26 11.40 4.86 .15 6.01 

1 Loss. 

As sbown in the foregoing table the factory cost of sales expressed 
in cents per dollar of net sales increased each year from 79.24 cents 
in 1927 to 90.62 cents in 1932 and thereafter fluctuated irregularly as 
follows: 88.02 cents m 1933, 89.82 cents in 1934, 93.23 cents in 1936, 
86.23 cents ua 1936, and 88.22 cents in 1937. The total cost of sales 
included the factory cost of sales and commercial expenses. After 
deducting these the net profit on sales ranged from a profit of 10.64 
cents in 1927 to a loss of 9.69 cents in 1932. The net amount of other 
income was hi. reaUty a part of the operating revenue and when added 
to the net profit on sales represented the net profit from the motor-
vehicle business. Thus tbe range of net profit or loss from this busi
ness was from a profit of 10.94 cents to a loss of 9.87 cents per dollar 
of net sales. 

Considering only the motor-vehicle and accessory business, exclud
ing the parts business, it was found that the ratios to net sales varied 
shghtly from those based on the total business. The ratios of profit 
were less as the parts business was more profitable each year than the 
other business. Therefore, the profit or loss on the motor vehicle 
and accessory business only, ranged from a profit of 9.42 cents to a 
loss of 12.86 cents per dollar of net sales of motor vehicles and ac
cessories. In the following table are presented ratios to net sales of 
motor vehicles and accessories, excluding the parts business. 
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TABLE 116.—The Studebaker Corporation—Costs, expenses and profits per dollar 
of net sales of moior vehicles and accessories, excluding repair-parts business, 
1927 to 1937, inclusive. 

1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 
Aver

age 
1927-37 

Net sales of motor vehic
les and accessories 

Factory cost of salei 

Gross prof i t on sales. 

Advert is ing expense 
other coihmercial expense. 

Tota l commercial ex-
nense. 

Cents 
100.00 
81.00 

Cents 
100.00 
Sl. 28 

Cents 

ino.oo 
81.80 

18.14 

Cents 
100.00 
84. 30 

Cents 
100.00 
83.84 

Cents 
100.00 
93. 21 

Cents 
100.00 
90. 33 

Cents 
100. 00 
92.01 

Cents 
100.00 
95.00 

Cents 
100.00 
86.97 

Cents 
100.00 
89. 29 

Cents 
100.00 

' 85.07 

Net sales of motor vehic
les and accessories 

Factory cost of salei 

Gross prof i t on sales. 

Advert is ing expense 
other coihmercial expense. 

Tota l commercial ex-
nense. 

19.00 18.72 

Cents 

ino.oo 
81.80 

18.14 

15.70 16.16 6.79 9.07 7. 99 5.00 13.03 10.71 14.93 

Net sales of motor vehic
les and accessories 

Factory cost of salei 

Gross prof i t on sales. 

Advert is ing expense 
other coihmercial expense. 

Tota l commercial ex-
nense. 

4.33 
5. 66 

4.26 
4.94 

5.21 
6.44 

0.02 
8. ,56 

4.96 
8.38 

6.19 
13. 27 

4.95 
9.36 

4,95 
7, 71 

4. 68 
6.74 

4.02 
4. 78 

3.96 
5. 59 

4.72 
6.69 

Net sales of motor vehic
les and accessories 

Factory cost of salei 

Gross prof i t on sales. 

Advert is ing expense 
other coihmercial expense. 

Tota l commercial ex-
nense. 9.89 9.20 11.65 14. 68 13.34 19.46 14. 31 12. 06 11.42 8. 80 9.55 11.31 

Net profit on sales 
other income—net 

N e t prof i t on motor 
vehicle? and acces
sory business, ex
cluding repair-parts 
business. 

9.11 
.31 

9. ,52 
1. 29 

6.49 
.78 

1.12 
1.01 

2.82 
1.55 

•13. 67 
'.10 

112.85 

1 4.64 
,69 

> 4. 07 
,63 

1 6.42 
.65 

4.23 
. 15 

1.16 
1.04 

3. 62 
.16 

Net profit on sales 
other income—net 

N e t prof i t on motor 
vehicle? and acces
sory business, ex
cluding repair-parts 
business. 9.42 9.23 7.27 1.11 2.27 

•13. 67 
'.10 

112.85 1 4,05 I 4,04 15.77 4.38 1.12 3.78 

1 Loss. 

The repair-parts business was profitable for the reason that factory 
cost of sales averaged only 55.27 cents per dollar of net sales of repair 
parts. The amount of commercial expenses applicable to the repair-
parts business was determined by the company on an estimated basis 
and were equal to 15 cents per dollar of net sales. The average net 
profit from the repair-parts business was 29.73 cents per doUar of net 
sales. These ratios for each year from 1927 to 1937, inclusive, are 
presented in the foUowing table: 

TABLE 117,—The Studebaker Corporation—Costs, expenses, and profits per dollar 
of net sales for Die repair-parts business, 1927 to 1937, inclusive 

Net sales Factory Gross Com- Net prof i t 

Year of repair cost of prof i t nreroial on sales 
parts .sales on sales expense of repair 

parts 

Cents Cents Cents Cents Cents 
1027 100.00 41,80 ,58,20 15.00 43.20 
1928., 100.00 60.93 19,07 15.00 34.07 
1929 100.00 55.97 44,03 15.00 29.03 
1930 . . . . . 100.00 09.30 30.70 1,5,00 15.70 
1931 100.00 62. 36 37. 05 16,00 22.05 
1932. 100.00 •19. S6 50.14 15,00 35.14 
1933... 100.00 60.37 49,03 1,5,00 34. 03 
1034 100.00 63.42 46,58 15,00 31. ,58 
1935 100.on 60. 64 39, 46 1,5.00 24,40 
1936.. 100.00 00.79 33, 21 15.00 18,21 
1937 100.00 60. 75 39,25 15.00 24, 25 

Average 100,00 65.27 44,73 15.00 29,73 

The trends of sales, costs, expenses, and profits expressed in dollars 
per motor vehicle sold are sigmficant indexes of the operating results. 
I t should be considered, however, that with the changes in models of 
motor vehicles and changes in the proportionate numbers sold of 
dift'erent sizes, the unit amounts are not entirely comparable. The 
defimte trend of sales after the depression period Ŷas toward smaller 
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cars for the reason that there was less demand for the large automo
biles. I t will be noted that the sales of automobiles with the same 
trade name averaged less per motor vehicle from 1933 to 1937, inclu
sive, than for periods prior thereto. The net profit or loss per motor 
vehicle sold fluctuated widel)^. During the profitable years the 
average profits per motor vehicle, excluding the repair-parts bushiess, 
were $100.20 for 1927, $101.23 for 1928, $83.32 for 1929, $11,47 for 
1930, $20.19 for 1931, $32.20 for 1936, and $8.48 for 1937. During 
the period from 1932 to 1935, inclusive, the annual losses per motor 
vehicle were $96.02, $27.33, $29.07, and $42.13, respectively. The 
average profit per motor vehicle for the ll-year period of $34.59 has 
less significance when it is considered that greater numbers of the 
motor vehicles were sold each year during 1927, 1928, and 1929 and 
then profits were higher than for the later years. Further data on 
costs, expenses, and profits per motor vehicle sold, excluding the 
repah-parts business, are presented in the followdng table: 



T A B L E 1 1 8 . — T h e S t u d e b a k e r C o r p o r a i i o n — C o s t s , expenses , a n d p r o f - i t s p e r m o t o r v e h i c l e s o l d , e x c l u d i n g r e p a i r - p a r l s b u s i n e s s , 1 9 2 7 t o 1 9 3 7 , 0 0 
i n c l u s i v e ^ 

Net pales: 
Dictator 
Commander 
President 
Other automobiles. 

Tota l , passenger ears.. 
Commercial veh ic les— 

Total , motor vehicles 
Accessories 
Revenue f rom advertising 
Revenue f rom loading and miscellaneous charges. 

Tota l , net sales, excluding parts 

Factory cost of sales; 
Tota l motor vehicles 
Accessories 
Loading and miscellaneous. 

Tota l , factory cost, excluding parts. 

Gross profits 

Commercial expense, except advertising.. 
.Advertising expense 

Total , commercial and advertising expense.. 

Net profi t ou sales ot motor vehicles. 
Other income—net . 

Ne t prof i t or loss per motor vehicle f r o m the 
motor-vehicle business, excluding parts 
business ._ 

1927 

$965.27 
1,200.78 
1, 572.80 

756.80 

1, 031.19 
2, 064. 47 

1,049.12 
4.39 
9.66 

1, 063.16 

S56. 45 
4.67 

203.04 

59.12 
46. 06 

106.17 

3. 33 

100.20 

1928 

$906. 03 
1,160. 29 
1, 452. 77 

747. 69 

1, 042. 86 
1, 351.19 

1, 060. 98 
4.92 

10.99 
24. 47 

1, 097. 36 

863. 68 
6,19 

23. OS 

891. 95 

205.41 

,54. 23 
40. 74 

100. 90 

104. 45 
1 3.22 

101. 23 

$886.11 
1,136. 43 
1, 400. 08 

812. 70 

1,087.31 
1,400. 00 

1,098.13 
4. 69 

18.82 
24.95 

1,146. 59 

910. 45 
4.71 

23.40 

938. 56 

208.03 

73.87 
69.69 

133. 56 

74. 47 
S. 85 

1930 

$853. 20 
1,151. 80 
1, 464. 88 

742. 70 

987. 32 
971.36 

986. 36 
4. 55 

17.91 
28.00 

1,036.82 

844.13 
3. 99 

25. 93 

874. 05 

SS.71 
02.46 

151.17 

U . 60 
1.13 

I L 47 

1931 

$843. 34 
1,141. 63 
1,413. 50 

681. 83 

846, 33 
797. 60 

841. 95 
6.33 

15. 51 
25.02 

889. 41 

716.71 
5.81 

33.16 

745. 68 

143. 73 

74.58 
44.07 

118. 65 

26.0 
1 4.8 

20.19 

$804. 75 
1,048.14 
1, 305. 43 

601. 57 

6S6. 78 
875. 65 

698. 74 
12.47 
n .44 
23.70 

740. 35 

663. 77 
9.18 

22. 73 

695, 

50.67 

99, 07 
46. 21 

145. 28 

1 94.61 
1 L 4 1 

1933 

$590.84 
721. 23 
954. 71 
461. 75 

604. 89 
720. 56 

613. 09 
21.84 
12.48 
26.10 

074.11 

569. 29 
16. 75 
22.90 

60S. 94 

6,5.17 

63.08 
33.41 

96. 49 

1 31. 32 
3.99 

1 27. 33 

1934 

$603.05 
726. 73 
944.80 
251.82 

639. 43 
769. 97 

049. 33 
27.13 
11.34 
32.24 

720. 03 

612. 25 
19.67 
30.59 

55. 53 
35. 65 

91.18 

1 33. 60 
4. 59 

1 29.07 

1935 

$625. 69 
761. 66 
907.10 
264. 34 

663. 68 
766. 35 

671,66 
26.46 
9. 91 

21.67 

729. 70 

060. 79 
18. 33 
18.08 

093.20 

30. 60 

49.15 
34.20 

S3.35 

1 46.85 
4. 72 

1936 

$647. 23 

844.63 
603. 34 

667, 6S 
813. 50 

677. 85 
16.81 
14. 70 
26. 63 

735. 99 

609.93 
1L49 
18.66 

640. 07 

95. 92 

36.17 
29.58 

64. 75 

31.17 
1.03 

32.20 

1937 

$656. 51 
732. 48 
854. 50 
663. 66 

693. 17 
723. 90 

097. 27 
21.06 
14.43 
34. 86 

767. 62 

646. 88 
14.39 
16.18 

676. 45 

81.17 

42. 33 
30.06 

72. 38 

S. 79 
1 ,31 

8,48 

Average 
1927-1937 

S742,73 
1,064.33 
1,291.81 

689. 67 

863. 41 
915. 41 

866, 66 
12.02 
14,28 
22.10 

914. 95 

760. 00 
9.29 

19.04 

778. 33 

60. 33 
43.16 

103. 49 

33,14 
L 46 

34,69 

O 

> 

W 

O 
H 
O 
O 

136,63 g 

Z/1 
Ul 
hH 

O 
% 

' Loss 
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I t whl be noted in tbe foregoing table that the average sales per 
motor vehicle for the ll-year period was $914.96. This amoimt in
cluded $866.56 as sales of motor vehicles after deducting all discounts 
allowed, and before any freight was paid as sales were generally made 
f. 0. b. the factory. Also included in sales was $12.02 per motor 
vehicle for accessory sales, a part of which were installed on motor 
veliicles sold and the balance were sold to distributors and dealers. 
The revenue from advertising averaged $14.28 per motor vehicle and 
the revenue from loading and miscellaneous charges averaged $22.10 
per motor vehicle. These two items were included in sales as they 
represent a part of the cost of motor vehicles to distributors and 
dealers. I t is of mterest to note that the advertising expense per 
motor vehicle ranged from $29.58 to $62.46 and averaged $43.16 
wliile other commercial expenses, excluding advertising, ranged from 
$35.17 to $88.71 and averaged $60.33. 

The annual changes hi the volume of sales and the ratio of net 
profit to net sales were primarily responsible for the variations in the 
rates of return. However, the changes in the amount of invested 
capital of The Studebaker Corporation were very marked and conse-
ciuently had considerable effect on rates of return. I t is significant 
to observe the ratio of sales to investment, or capital turn-over, during 
the period under review. I t wfil be noted that the capital decreased 
each year to 1936 and that sales decreased each year from 1928 to 
1933, inclusive, and then increased each year to 1937, mclusive. 
However, the volume of sales in 1937 was less than one-half the volume 
for 1928, whereas the capital during 1936 and 1937 was ecpaai to only 
about one-fourth the amount for the first years under review. Con
sequently, the number of times that the capital was turned was sub
ject to these marked changes in capital and net sales. Thus the turn
over of capital ranged from 1.59 times in 1928 to 0.67 times in 1932 
and 1933. Thereafter i t increased to 2,95 times in 1936, and was 2,80 
times in 1937. I n tbe following tabidation are presented the capital, 
the net sales, the turn-over of capital, and ratio of net profit to net 
sales, together with the rates of return: 

Turn-over of capital and rales of return for The Studebaker Corporation, 1927 to 1937-, 
inclusive 

Year 

Average an
nual invest

ment, in motor-
vehicle inanu-
facturing and 

wholesale 
distribution 

Net sales Turn-over 
of oapital 

Ratio of 
net profit 

to net 
sales 

Rate of 
return ou 
the motor-

vehicle 
business 

1927 $101,249, 313 
9S, 248,969 
88,015,338 
76,157, 538 
68,423; 191 
67, 140, 655 
52, 610, 701 
48, 060.172 
31, 248; 552 
35,828, 883 
25, 684, 398 

$129,960, 159 
155,868,732 
119,090,434 
67,311, 983 
52, 262, 434 
38,172,827 
36, 030, 620 
39; 726, 254 
42; 032, ISO 
70; 380, 891 
72,003, 313 

Times 
1,23 
1,.59 
1, 35 
.88 
.76 
.67 
.67 
.83 

1. 34 
2.95 
2.80 

Percent 
10.94 
10.22 
8.30 
L97 
3.43 

1 9.87 
1 1. 65 
1 1.88 
1 4. 22 

4.SS 
• 1.98 

Percent 
14.04 
10.21 
11.23 
1.74 
2.62 

1 6.69 
1 1.10 
I 1. 66 
1 5.68 
14. -10 
6.57 

$101,249, 313 
9S, 248,969 
88,015,338 
76,157, 538 
68,423; 191 
67, 140, 655 
52, 610, 701 
48, 060.172 
31, 248; 552 
35,828, 883 
25, 684, 398 

$129,960, 159 
155,868,732 
119,090,434 
67,311, 983 
52, 262, 434 
38,172,827 
36, 030, 620 
39; 726, 254 
42; 032, ISO 
70; 380, 891 
72,003, 313 

Times 
1,23 
1,.59 
1, 35 
.88 
.76 
.67 
.67 
.83 

1. 34 
2.95 
2.80 

Percent 
10.94 
10.22 
8.30 
L97 
3.43 

1 9.87 
1 1. 65 
1 1.88 
1 4. 22 

4.SS 
• 1.98 

Percent 
14.04 
10.21 
11.23 
1.74 
2.62 

1 6.69 
1 1.10 
I 1. 66 
1 5.68 
14. -10 
6.57 

$101,249, 313 
9S, 248,969 
88,015,338 
76,157, 538 
68,423; 191 
67, 140, 655 
52, 610, 701 
48, 060.172 
31, 248; 552 
35,828, 883 
25, 684, 398 

$129,960, 159 
155,868,732 
119,090,434 
67,311, 983 
52, 262, 434 
38,172,827 
36, 030, 620 
39; 726, 254 
42; 032, ISO 
70; 380, 891 
72,003, 313 

Times 
1,23 
1,.59 
1, 35 
.88 
.76 
.67 
.67 
.83 

1. 34 
2.95 
2.80 

Percent 
10.94 
10.22 
8.30 
L97 
3.43 

1 9.87 
1 1. 65 
1 1.88 
1 4. 22 

4.SS 
• 1.98 

Percent 
14.04 
10.21 
11.23 
1.74 
2.62 

1 6.69 
1 1.10 
I 1. 66 
1 5.68 
14. -10 
6.57 

$101,249, 313 
9S, 248,969 
88,015,338 
76,157, 538 
68,423; 191 
67, 140, 655 
52, 610, 701 
48, 060.172 
31, 248; 552 
35,828, 883 
25, 684, 398 

$129,960, 159 
155,868,732 
119,090,434 
67,311, 983 
52, 262, 434 
38,172,827 
36, 030, 620 
39; 726, 254 
42; 032, ISO 
70; 380, 891 
72,003, 313 

Times 
1,23 
1,.59 
1, 35 
.88 
.76 
.67 
.67 
.83 

1. 34 
2.95 
2.80 

Percent 
10.94 
10.22 
8.30 
L97 
3.43 

1 9.87 
1 1. 65 
1 1.88 
1 4. 22 

4.SS 
• 1.98 

Percent 
14.04 
10.21 
11.23 
1.74 
2.62 

1 6.69 
1 1.10 
I 1. 66 
1 5.68 
14. -10 
6.57 

1931 

$101,249, 313 
9S, 248,969 
88,015,338 
76,157, 538 
68,423; 191 
67, 140, 655 
52, 610, 701 
48, 060.172 
31, 248; 552 
35,828, 883 
25, 684, 398 

$129,960, 159 
155,868,732 
119,090,434 
67,311, 983 
52, 262, 434 
38,172,827 
36, 030, 620 
39; 726, 254 
42; 032, ISO 
70; 380, 891 
72,003, 313 

Times 
1,23 
1,.59 
1, 35 
.88 
.76 
.67 
.67 
.83 

1. 34 
2.95 
2.80 

Percent 
10.94 
10.22 
8.30 
L97 
3.43 

1 9.87 
1 1. 65 
1 1.88 
1 4. 22 

4.SS 
• 1.98 

Percent 
14.04 
10.21 
11.23 
1.74 
2.62 

1 6.69 
1 1.10 
I 1. 66 
1 5.68 
14. -10 
6.57 

$101,249, 313 
9S, 248,969 
88,015,338 
76,157, 538 
68,423; 191 
67, 140, 655 
52, 610, 701 
48, 060.172 
31, 248; 552 
35,828, 883 
25, 684, 398 

$129,960, 159 
155,868,732 
119,090,434 
67,311, 983 
52, 262, 434 
38,172,827 
36, 030, 620 
39; 726, 254 
42; 032, ISO 
70; 380, 891 
72,003, 313 

Times 
1,23 
1,.59 
1, 35 
.88 
.76 
.67 
.67 
.83 

1. 34 
2.95 
2.80 

Percent 
10.94 
10.22 
8.30 
L97 
3.43 

1 9.87 
1 1. 65 
1 1.88 
1 4. 22 

4.SS 
• 1.98 

Percent 
14.04 
10.21 
11.23 
1.74 
2.62 

1 6.69 
1 1.10 
I 1. 66 
1 5.68 
14. -10 
6.57 

1933 

$101,249, 313 
9S, 248,969 
88,015,338 
76,157, 538 
68,423; 191 
67, 140, 655 
52, 610, 701 
48, 060.172 
31, 248; 552 
35,828, 883 
25, 684, 398 

$129,960, 159 
155,868,732 
119,090,434 
67,311, 983 
52, 262, 434 
38,172,827 
36, 030, 620 
39; 726, 254 
42; 032, ISO 
70; 380, 891 
72,003, 313 

Times 
1,23 
1,.59 
1, 35 
.88 
.76 
.67 
.67 
.83 

1. 34 
2.95 
2.80 

Percent 
10.94 
10.22 
8.30 
L97 
3.43 

1 9.87 
1 1. 65 
1 1.88 
1 4. 22 

4.SS 
• 1.98 

Percent 
14.04 
10.21 
11.23 
1.74 
2.62 

1 6.69 
1 1.10 
I 1. 66 
1 5.68 
14. -10 
6.57 

$101,249, 313 
9S, 248,969 
88,015,338 
76,157, 538 
68,423; 191 
67, 140, 655 
52, 610, 701 
48, 060.172 
31, 248; 552 
35,828, 883 
25, 684, 398 

$129,960, 159 
155,868,732 
119,090,434 
67,311, 983 
52, 262, 434 
38,172,827 
36, 030, 620 
39; 726, 254 
42; 032, ISO 
70; 380, 891 
72,003, 313 

Times 
1,23 
1,.59 
1, 35 
.88 
.76 
.67 
.67 
.83 

1. 34 
2.95 
2.80 

Percent 
10.94 
10.22 
8.30 
L97 
3.43 

1 9.87 
1 1. 65 
1 1.88 
1 4. 22 

4.SS 
• 1.98 

Percent 
14.04 
10.21 
11.23 
1.74 
2.62 

1 6.69 
1 1.10 
I 1. 66 
1 5.68 
14. -10 
6.57 

1935 

$101,249, 313 
9S, 248,969 
88,015,338 
76,157, 538 
68,423; 191 
67, 140, 655 
52, 610, 701 
48, 060.172 
31, 248; 552 
35,828, 883 
25, 684, 398 

$129,960, 159 
155,868,732 
119,090,434 
67,311, 983 
52, 262, 434 
38,172,827 
36, 030, 620 
39; 726, 254 
42; 032, ISO 
70; 380, 891 
72,003, 313 

Times 
1,23 
1,.59 
1, 35 
.88 
.76 
.67 
.67 
.83 

1. 34 
2.95 
2.80 

Percent 
10.94 
10.22 
8.30 
L97 
3.43 

1 9.87 
1 1. 65 
1 1.88 
1 4. 22 

4.SS 
• 1.98 

Percent 
14.04 
10.21 
11.23 
1.74 
2.62 

1 6.69 
1 1.10 
I 1. 66 
1 5.68 
14. -10 
6.57 

1936 

$101,249, 313 
9S, 248,969 
88,015,338 
76,157, 538 
68,423; 191 
67, 140, 655 
52, 610, 701 
48, 060.172 
31, 248; 552 
35,828, 883 
25, 684, 398 

$129,960, 159 
155,868,732 
119,090,434 
67,311, 983 
52, 262, 434 
38,172,827 
36, 030, 620 
39; 726, 254 
42; 032, ISO 
70; 380, 891 
72,003, 313 

Times 
1,23 
1,.59 
1, 35 
.88 
.76 
.67 
.67 
.83 

1. 34 
2.95 
2.80 

Percent 
10.94 
10.22 
8.30 
L97 
3.43 

1 9.87 
1 1. 65 
1 1.88 
1 4. 22 

4.SS 
• 1.98 

Percent 
14.04 
10.21 
11.23 
1.74 
2.62 

1 6.69 
1 1.10 
I 1. 66 
1 5.68 
14. -10 
6.57 1937 . . . 

$101,249, 313 
9S, 248,969 
88,015,338 
76,157, 538 
68,423; 191 
67, 140, 655 
52, 610, 701 
48, 060.172 
31, 248; 552 
35,828, 883 
25, 684, 398 

$129,960, 159 
155,868,732 
119,090,434 
67,311, 983 
52, 262, 434 
38,172,827 
36, 030, 620 
39; 726, 254 
42; 032, ISO 
70; 380, 891 
72,003, 313 

Times 
1,23 
1,.59 
1, 35 
.88 
.76 
.67 
.67 
.83 

1. 34 
2.95 
2.80 

Percent 
10.94 
10.22 
8.30 
L97 
3.43 

1 9.87 
1 1. 65 
1 1.88 
1 4. 22 

4.SS 
• 1.98 

Percent 
14.04 
10.21 
11.23 
1.74 
2.62 

1 6.69 
1 1.10 
I 1. 66 
1 5.68 
14. -10 
6.57 

$101,249, 313 
9S, 248,969 
88,015,338 
76,157, 538 
68,423; 191 
67, 140, 655 
52, 610, 701 
48, 060.172 
31, 248; 552 
35,828, 883 
25, 684, 398 

$129,960, 159 
155,868,732 
119,090,434 
67,311, 983 
52, 262, 434 
38,172,827 
36, 030, 620 
39; 726, 254 
42; 032, ISO 
70; 380, 891 
72,003, 313 

Times 
1,23 
1,.59 
1, 35 
.88 
.76 
.67 
.67 
.83 

1. 34 
2.95 
2.80 

Percent 
10.94 
10.22 
8.30 
L97 
3.43 

1 9.87 
1 1. 65 
1 1.88 
1 4. 22 

4.SS 
• 1.98 

Percent 
14.04 
10.21 
11.23 
1.74 
2.62 

1 6.69 
1 1.10 
I 1. 66 
1 5.68 
14. -10 
6.57 

60,969, 797 74,701,805 j 1,23 5. 01 1 6.13 60,969, 797 74,701,805 j 1,23 5. 01 1 6.13 

1 Loss. 



CHAPTER XVI. INVESTMENTS AND PROFITS OF MOTOR 
VEHICLE DEALERS AND DISTRIBUTORS 

Source and extent of information.—The information received com
prises the operations of 527 dealers and distributors in 1937, 479 in 
1936, and 425 in 1935, located in 45 States and the District of Co
lumbia. 

Statements from about 200 dealers and distributors were sent to 
the Commission in response to requests by the Commission's ex
aminers in the field. The statements were copies of the dealers' and 
distributors' annual statements submitted to the manufacturers, 
%vitb an additional statement of their outstanding notes and loans 
payable, by months. These annual statements included balance 
sheets for 1934-37 and sales, costs, and income statements for 
1935-37. 

Information from other dealers and distributors was received in 
response to report forms sent out by the Commission, a copy of which 
appears in the appendix. The report forms stated that copies of tbe 
annual statements to tbe manufacturers could be sent if preferred, 
and many dealers and distributors did this instead of filhng in the 
report fomis. Only a few sent in the information on their own forms 
instead of. on the regular forms requhed by manufacturers. 

The number of scbedides sent out was 5,655. Of this number 552 
were returned unopened to the Commission, 205 reported out of 
business, and 13 in receivers' hands. Of the remaining 4,885, only 
660 were returned to the Commission. Tliese, with the 200 received 
through the examiners, make the total reports received 860. Of these, 
130 could not be used owing to insufficient information and 203 were 
received too late to tabulate, leavhig the 527'used in tlhs report. 

None of the dealers' and distributors' figures has been verified by 
the Commission's agents. 

Method of com.puting investments and -profits.—Tbe investments and 
profits are shown for— 

1. Total investment ancl profit in tlie entire business. 
2. Total investment and profit in the motor-vehicle business. 
3. Dealers' and distributors' investment and profit in the motor-vehicle 

business, 
4. Dealers' and distributors' investment and profit in the entire business. 

Invest-ment,—The investments used are the meoji investments for 
tbe year. That is one-half of • the sum of the investments at the 
beginning and at the end of each year. This applies to all except the 
notes and loans paya,ble for wliich the average of the amounts out
standing at the end of each month have been used, when so reported. 
In some instances when the monthly amounts of the notes and loans 
paĵ able were not reported, the mean investment has been used for 
these also. Tbe very small amoimts of appreciation and goodwill 
reported have been deducted from the investments, 

824 
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Total invesiment i n entire business,—This is the sum of the average 
capital stock, proprietors' or partners' investment, surplus, surplus 
reserves, and bonds, m-ortgages, and borrowed money. 

Total invesiment i n the motor-vehicle business.—This is the invest
ment as above, less the average outside investments. 

Dealers' and distributors' investment in ihe motor-vehicle business.—This 
is the sum of the average capital stock, proprietors' or partners'invest-
ment,surplus, and surplus reserves, less the average outside investments. 

Dealers' and distrih-utors' investment i n the entire business.—This is 
the sum of the average capital stock, proprietors' or partners' invest
ment, surplus and surplus reserves. 

Net profit from total investment in entire business,—This is the total net 
profit before deducting interest on bonds, mortgages, and borrowed 
money. 

Net profit from, total investment in motor-vehicle business.—This is the 
total net profit before deducting interest on bonds, mortgages, and 
borrowed money and before adding profits or deducting losses on 
outside investments. 

Net -profit from dealers' and distributors' investmient in the motor-
veMcle business.—This is the total net profit before adding profits or 
deducting losses on outside investments, 

A êt profit from dealers' and disirihutors' investment i n entire busi
ness.—This is the total net profit shown. 

Net profits shown are after deducting salaries, but before deducting 
Federal an;d State income and excess profits taxes. The total amomit 
of these taxes was not accurately reported because the individuals 
and partnerships sometimes included in their individual returns in
come taxes hi connection with their motor-vehicle business. The 
amounts shown by others did not always a,pply to the year in which 
tbey were charged off. 

The gains or losses from sale of capital assets have been transferred 
to surplus when included in other income or deduction, as have the 
bonuses paid officers and others. Some of the dealers and distribu
tors mcluded these bonuses hi their operations, some in other de
ductions, and others charged them direct to surplus. 

Included in the general and administrative expenses reported are 
the salaries paid executives and owners of unincorporated companies. 
This method is current in the industiy and affords a more comparable 
basis with incorporated companies. Its general effects in respect to 
net income are recognized and computations are given indicating these 
effects, (See pp. 826, 859, 885.) 

The net profits used were as reported by the; dealers and distribu
tors, with the exception of the above deductions. No verification 
has been made hy the Commission of the figures reported. 

Some difficulty was experienced in obtainhig the details necessary 
to reconcile the net worth shown at tbe close of the year by the 
dealer, with the net worth shown by the dealer at the beginning of 
the following year. I t seemed difficult for many of the dealers and 
distributors to furnish these details and they were obtained only 
after considerable correspondence. 

Dealers and distributors.—In the tables foUowing, the operations of 
the dealers and distributors are shown separately. The dealers are 
retailers only; the distributors wholesalers and retailers. The results 
for these two groups difi'er somewhat, as shown by the tables. 

171233—39 54 
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Regional grouping.—All tables, except the summary or combined 
tables, show the results by geographical groups. This groupmg is in 
accordance with the United States Government classification, and is 
sho\vn below. 

ACCEPTED GHOUPINQ OP STATES 

Group No. 1, Ne-w England.—Maine, New Hampshire, Vermont, Massachusetts, 
Rhode Island, and Connecticut. 

Group No. 2, Middle Atlantic.—New York, Nevir Jersey, and Pennsylvania. 
Group No. S, East North Central.—Ohio, Indiana, Illinois, Michigan, and 

Wisconsin, 
Group No, 4, West North Ceniral.—Minnesota, Iowa, Missouri, North Dakota, 

South Dakota, Nebraska, and Kansas. 
Group No. 5, South Atlantic.—Delaware, Maryland, District of Columbia, 

West Virginia, Virginia, North Carolina, South Carolina, Georgia, and Florida. 
Group No, 6, East South Central.—Kentucky, Tennessee, Alabama, and 

Mis,sissippi, 
Group No. 7, West South Ceniral.—Arkansas, Louisiana, Oklahoma, and Texas. 
Group No. 8, Mountain.—Montana, Idaho, Wyoming, Colorado, New Mexico, 

Arizona, Utah, and Nevada. 
Group No. 9, Pacific.—Washington, Oregon, and California. 

Summary of investments, profits, and rates of return for all regions.— 
Rates of return have been computed on the total investment in the 
entire busmess, and in the motor-velucle bushiess; also on the dealers' 
and distributors' investment in the entire business and in the motor-
vehicle business. 

Almost all dealers and distributors employed large amounts of 
borrowed money, thereby reduchig the amounts of their own money 
necessary to be invested. 

There were great variations in the proportion of tbe individual 
dealer's and distributor's own investm-ents used, on account of the 
varying proportion of borrowed money employed. This greatly 
affected the dealers' and distributors' rates of return. 

When the dealer or distributor employs, for example, no borrowed 
money, the rates are not so apt to be unusual, but when he operates 
with little capital of his own the rates may be exceedingly high, though 
his risk of heavy losses, or even of being wiped out, is much greater. 
If he is operating at a loss and has only a sma,U proportion of his own 
capital rema,ining in the business (on account of previous losses) his 
rate of loss may run like'wdse into very or extraordinary high per
centages. 

The rates of return on the investment in the total motor-vehicle 
business show much more uniformity than those on the dealers' or 
distributors' own investment. 

Included in the general and admuiistrative expenses reported are 
the salaries paid executives and o\vners of unincorporated companies. 

Tbe reported salaries paid owners amount to about 6}̂  percent of 
the total investment in the motor-vehicle business, for the dealers, 
and about Z)i percent for tbe distributors, for each of the years 1935, 
1936, and 1937. The exclusion of these reported ovraers' salaries 
would mcrease the rates of return sboAvn on the total investments 
accordmgly. 

The table foUomng is a summary for all regions of the investments, 
profits, and rates of return for motor-vehicle dealers and for distribu
tors, located in 45 States and the District of Columbia, for the years 
1935-37. 
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TABLE 119.-^Su-mmary of investments, profits, and rates of return for motor-vehicle 

dealers and distributors, located in 46 States and the District of Columbia, years 
19SB-S7 

Number of dealers and distributors 

INVSSTMENTa 

Total investment in entire business 
Deduct outside investments 

Total investment in motor-
vehicle business 

Deduct borrowed money 

Dealers' and distributors' in
vestment in raotor-vebicle 
business 

Add outside investments.. 

Dealers' and distributors' in
vestment in entire business. 

pBOraa 

Profits applicable to total invest
ment in entire business 

Deduct profits on outside invest
ments 

Profits applicable to total in
vestment in motor-vclilcle 
business 

Deduct interest on borrowed money-
Profits applicable to dealers 

and distributors ou motor-
vehicle business 

Add profits on outside investments. 

Profits applicable to dealers 
and distributors ou entire 
business {all profits are be
fore dediictius; income taxes), 

RA'TES or EETUR^J ON rNVESTMENT 

On total investment in entire busi
ness 

On total investment in motor-ve
hicle business. 

On dealers' and distributors' invest, 
ment iu motor-vehicle business— 

On dealers' and distributors' invest
ment iu entire business 

Dealers 

1935 

S17,123,125 
772, 904 

,$20, Olfi, 394 
757, 713 

16, 35D, 221 
5, 737, 877 

10, 612, 344 
772, 904 

1936 

325 

19, 258, 681 
7, 216, S87 

12, 042, 094 
757, 713 

11,385,248! 12,799,807 

1, 588, 36' 

36,410 

2, 863,199 

24, 200 

1. 551,9671 2,8,38,939 
410, 676 518,878 

1,141,281 
36,410 

1, 177, 091 

Percent 
9,28 

9.49 

10.75 

10.34 

2,320,061 
24, 260 

2, 344, 321 

Percent 
14.30 

14.74 

19.27 

1937 

361 

.$22, 669, 814 
775,388 

21,884,426 
8, 372, 976 

13, 511, 450 
776, 338 

14,286, 838 

2,790, 122 

23,861 

2,76S, 261 
545, 390 

2, 220,8C5 
23, 861 

1 

2, 244, 726 

Percent 
12,31 

12,64 

16,44 

16,71 

Distributors 

1935 

140 

$19,422, 74S 
1, 572,616 

17,850,129 
6, 5,58, 430 

11, 291, 699 
1, 672, 616 

12, 804, 315 

1, 961,140 

73, i 

1,887, ,571 
426, SOO 

1,460,771 
73, 569 

1, 534,340 

Percent 
10,10 

10,5: 

12.94 

11.93 

154 

1937 

166 

,$22, 576,678 
1, 607, 662 

21, 069, 016 
8, 256, 676 

12,812, 441 
1, 607, 662 

14, 320,103 

2, 881,879 

79, 051 

2, 802,828 
508, 093 

2, 294, 735 
79,061 

2,373,786 

Percent 
12.76 

13.30 

17.91 

IG. 68 

$25, 233,927 
1, 537,458 

23, G96,469 
9,490, bm 

14, 205, 913 
1, 637,468 

15, 743, 371 

2, 764, 221 

64, 394 

2,699,827 
566, 246 

2, 143, 582 
64, 391 

2, 207, 976 

Percent 
10.95 

11.39 

15.09 

14.02 

The table preceding shows the summary of investments, profits, 
and rates of return for motor vehicle dealers and distributors located 
in 45 States and the District of Columbia, years 1935-37. 

Of the number of dealers whose reports were used, namely, 285, 
325, and 361 for the respective years 1935, 1936, and 1937, 26.32 
percent showed losses in 1935, 19,08 percent in 1936 and 25,48 percent 
in 1937. The total number showing losses for the 3 years combined 
was 23.59 percent of the total 971 reports used. 

Of the number of distributors whose reports were used, namely, 
140, 154, and 166, for the respective yea.rs 1935, 1936, and 1937, 21.43 
percent showed losses in 1935, 13.64 percent in 1936, and 19,28 percent 
in 1937. The total number sho\ving losses for the 3 years combmed 
was 18.04 percent of the total 460 reports used. 

i.: ii-
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Oiilj^ about 10 percent of the total reports requested (after deducting 
those returned unopened) were included in this report. This repre
sents a little more than 1 percent of the total 42,000 dealers and 
distributors estimated m the country, so that this sample obtained 
is a very sniaJl percentage of the total. 

I t is probable that the reports received were mainly from the 
larger dealers and distributors whose a.ccounting methods were better 
than the average, enabling them to furnish the information required 
readilj^ and with little difliculty. 

A n_umber of the smaller dealers had great difficulty in giving the 
desired mformation, their accounting methods bemg apparently 
inadequate for furnishmg the required data. Had more reports been 
received from the smaller dealers and distributors and from those that 
failed and others that went out of business durmg the 3-yea.r period, 
the percentage of dealers and distributors showing losses might have 
been greater. 

According to the "Census of Business, United States Retail Dis
tribution Summaries," as sbown on page 94, chapter I of this report, 
there were 17,030 dealer's establishments with net sales of more than 
$50,000 and 17,521 with net sales of less than $50,000 for the year 
1935, as foUows: 
Establi-shments with sales of— Nu-mber 

From $30,000 to S49,999 .5, 404 
From $20,000 to $29,999 3, 364 
From $10,000 to §19,999 4, 438 
Less tlian ,$10,000 . 4, 315 

Total - 17, 621 

Of the 285 retail dealers whose reports are included here for the 
year 1935, and whose sales averaged $380,440 for the year, only 9 
had annual sales of less than $50,000. Of these 9 smaller dealers, 
whose annual sales (except one of $27,000) ranged from $33,000 to 
$48,000 for the year 1935, 4 showed losses and 5 gains. 

From these figures it is obvious that the reports used by the Com
mission are preponderously those of the larger dealers. 

Dealers' results.—Tbe resultŝ  for 1935 comprise the operations of 
285 dealers, 75 of these showing losses and 210 profits. Of the 325 
dealers operating in 1936, 62 show losses and 263 show profits. The 
operations of 361 dealers were included in 1937, 92 showing losses 
and 269 showing profits. 

The table shows the average returns on the total investment in the 
motor-vehicle business as 9.49 percent in 1935, 14.74 percent in 1936, 
and 12.64 percent in 1937. 

The average returns on the total investment in the entire business 
were slightly lower, being 9.28 percent in 1935, 14.30 percent in 1936, 
and 12,31 percent in 1937. 

The average returns for the dealers' investment in the motor-
veliicle business were 10.75 percent hi 1935, 19.27 percent in 1936 
and 16.44 percent in 1937; and the average returns for tbe dealers' 
hivestment in the enthe bushiess, were 10,34 percent m 1935, 18.32 
percent in 1936, and 15.71 percent hi 1937. 

The rates of return for the individual dealers varied greatly. 
In 1935 the rates of return on the dealers' investment in the motor-

vehicle business ranged from a loss of 192,57 percent to a profit of 
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134.61 percent for the 285 dealers. In 1936 the range for the 325 
dealers was from a loss of 95.19 percent to a profit of 121,32 percent. 
In 1937 the range for the 361 dealers was from a loss of 184,93 per
cent to a profit of 167.03 percent. 

The loss of 192.57 percent in 1935 was shown by a dealer in tbe 
New England States wbose total amount of loss was greater than any 
other dealer in the group, and whose own investment was small, 
partly accounted for by a large deficit. 

The gain of 134.61 percent in 1935 was shown by a dealer in tbe 
Middle Atlantic States whose total amount of profit was greater than 
any other in the group except four, and whose own investment was 
below tbe average. 

The loss of 95.19 percent in 1936 was shown by a dealer in the East 
North CentroJ States whose total amount of loss wa.s the largest but 
one in the group, and whose own investment was only about 38 
percent of the average for the grouj), caused partly by a rather large 
deficit. 

The gain of 121.32 percent in 1936 was shown by a dealer in the 
East North Central States having total profits greatly exceeding 
those of any other dealer in the group and whose investment was 
less than the average. 

The loss of 184.93 percent in 1937 was shown by a dealer in the 
Middle Atlantic States whose total loss was greater than any of the 
others in the group except three, and whose investment was only 
about 12 percent of the average for tbe group. 

The gain of 167.03 percent in 1937 was shown by a dealer in the 
Middle Atlantic States whose own investment was very smaU, his 
borrowhigs being about 80 percent of the total investment used i j i 
his business. 

The dealers' yearly average investment in the motor-vehicle busi
ness was $37,236 m 1935, $37,053 m 1936, and $37,428 m 1937; and 
tbe average profits for these investments were $4,004 in 1935, $7,139 
m 1936, and $6,1.'52 m 1937. 

The yearly averages of the total investments in the motor-vehicle 
busmess were $57,369 m 1935, $59,257 in 1936 and $60,622 m 1937; 
and the average profits were $5,445 m 1935, $8,735 hi 1936, and $7,663 
in 1937. 

The dividends and withdrawals reported amounted to $731,876 in 
1935, $1,650,231 in 1936, and $1,617,926 in 1937, and the additional 
money paid in was $229,483 in 1935, $527,066 ua 1936, and $511,431 
in 1937. 

The manufacturers expresslj- stated in theh instructions to the 
dealers and distributors that the salaries of partners or proprietors 
must not be charged to the drawing accoimt. 

The ratios of borrowed money to the total investments in the enthe 
bushiess were 33.51 percent, 36,05 percent, and 36.95 percent for the 
respective years. 

'The average annual interest rates paid on borrowed money, com
puted on the mterest reported, were 7,16 percent hi 1935, 7.19 per
cent in 1936 and 6,51 percent m 1937. 

'The amounts deducted from the hivestments of this group of dealers 
for appreciation and goodwill were $26,534 hi 1935, $28,497 in 1936, 
and $51,986 in 1937. 



830 FEDERAL TRADE COMMISSION 

Distributors' results.—The results for 1935 comprise the operations 
of 140 distributors, 30 showing losses and 110 showing profits in the 
motor-vehicle business. In 1936 the results for 154 distributors are 
given, 21 showing losses and 133 profits, and in 1937 of 166 .distributors, 
32 showhig losses and 134 showing profits. 

The table shows the average returns on the total investment in the 
motor-vehicle business as 10.57 percent in 1935, 13.30 percent in 
1936, and 11.39 percent in 1937. 

The average returns on the total investment in the enthe business 
were 10.10 percent, 12.76 percent and 10.95 percent for the respective 
years. 

The average returns for the distributors' investment vn the motor-
vehicle business were 12.94 percent in 1935, 17.91 percent in 1936, 
and 15.09 percent in 1937, and the average returns for tbe distribu
tors' investment hi the enthe business were 11.93 percent, 16.58 
percent, and 14.02 percent for the respective ĵ ears. 

The rates of return for the individual distributors varied greatly. 
In 1935, the rates of return on the distributors' investment in the 

motor-vehicle business ranged from a loss of 33.25 percent to a profit 
of 114.36 percent for the 140 distributors. In 1936, the range for the 
154 distributors was from a loss of 189.75 percent to a profit of 144,68 
percent. In 1937, tbe range for the 166 distributors was from a loss 
of 95,22 percent to a profit of 167.36 percent. 

In 1935, the profit of 114.36 percent was shown hy a distributor in 
the West South Central States whose total profits were much higher 
than any other distributor in the group and whose investment was 
about the average for the group. 

In 1936, the loss of 189.75 percent was shown by a distributor in 
the New England States whose total loss was much greater than any 
of the other distributors in this group except one and whose own 
investment was comparatively small, owhig to his large deficit from 
operations. The profit of 144.68 percent was shown hy a distributor 
in the West South Central States whose total profits were about 48 
percent above the average for the group and his own investment was 
about 63 percent less than the average. 

In 1937, the gain of 167.36 percent was shown by a distributor in 
the South Atlantic States whose total profits exceeded all other dis
tributors in the group except one, and whose investment was the 
smallest but two in the group. 

The distributors' average yearly investments in the motor-vehicle 
business were $80,655 in 1935, $83,198 in 1936, and $85,578 in 1937, 
and the average yearly profits for these investments were $10,434, 
$14,901, and $12,913 for these respective years. 

The total average yearly investments in the motor-vehicle busmess 
were $127,501 in 1935, $136,812 in 1936, and $142,750 in 1937, and 
the yearly profits for these investments were $13,483, $18,200, and 
$16,264 for these respective years. 

The dividends and withdrawals reported amoimted to $419,028 in 
1935, $1,321,721 in 1936, and $1,224,311 m 1937; and the additional 
money paid in was $64,200 in 1935, $291,185 in 1936, and $365,126 in 
1937. ' 

The average borrowed money was 33.77 percent of the total invest
ment in the entire business in 1935, 36,57 percent in 1936, a,nd 37.61 
percent in 1937. 
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The average annual interest rates paid for borrowed money, com

puted on the interest reported, were 6,51 percent in 1935, 6.15 percent 
in 1936, and 5.86 percent in 1937. 

The amoimts deducted from the investments of this group of dis
tributors for appreciation and goodwill were $73,786 in 1935, $72,243 
in 1936, and $68,613 in 1937. 

Rates of return on investments, by regions.—The following table 
shows the rates of return on dealers' and on distributors' own invest
ments and on total investments in the motor-vehicle business, by 
regions, for the years 1935-37. 



TABLE 120,—Rates of return on dealers, and on distributors, oion investments and on total investments in the motor-vehicle business, by regions 

DEALEKS 

00 
CO 
to 

Hegion 

Region 

New England States 
Middle Atlantic 
East North Ceutriil. 
West North Central. 
South Atlantic --
East South Centr,il.. 
West South Central-

• Mountain States 
Pacific States . . 

Average 

Ou 
dealers 
invest
ment 

Percent 
4,25 
7,90 
9,50 

13, 65 
18.55 
11. 81 
12. 98 
10.21 
13.80 

10.' 

On 
total 

invest
ment 

Percent. 
4. 64 
7.31 
8. 67 

11. £9 
14, 29 
10. 56 
11, 13 
9. 59 

11. 93 

9. 49 

Dealers 

High 

Percent 
34.01 

134. 61 
62.14 
84.09 
49. 80 
54. 66 
80.76 
48.93 
57. 09 

Low 

Percent 
1 192. 57 
1 33, CO 
1 87, 69 
1 18. 66 
I 39. 47 
I 22. 05 
1 n.75 
1 7.83 

I 1,5, 34 

1936 

On 
dealers 
invest
ment 

Percent 
7,81 

16,67 
13, 27 
16. 29 
32. 03 
22. 90 
31,06 
20, 36 
20, 49 

19.27 

On 
total 

invest
ment 

Percent 
7.40 

12.19 
10.97 
13.41 
31.92 
18. 25 
33.06 
16.73 
15.63 

14.74 

Dealers 

High 

Percent 
29. ,38 

113,90 
121. 32 
73. 90 
04. 52 

103. 42 
117, 07 
47. 85 

109. 93 

Low 

Percent 
1 70. 66 
1 36.12 
1 96. 19 
1 42. 85 
I 34. 70 
1 .64. 61 
1 35.17 
1 6. 40 

1 20. 54 

1937 

On 
dealers 
invest
ment 

Percent 
11.66 
17.70 
14. 31 
12. 28 
27.77 
12. 22 
20. 79 
15. 60 
12. 41 

16.44 

On 
total 

invest
ment 

Percent 
10.12 
12.61 
11. 41 
10. 27 
18. 91 
10. 60 
16.87 
12.65 
in. 03 

12.64 

Dealers 

High 

Percent 
54. 37 

167. 03 
144. 46 
69. 08 

102.06 
65.46 

118. 67 
43. 80 
89. 03 

Low 

Percent 
' 40. 47 

1 184. 93 
1 36. 07 
1 86. 78 
1 40. 02 
1 37. 72 

1 124. 94 
1 20. 48 
1 93. 28 

DISTEIBUTORS 

New England States 
Middle Atlantic 
East North Central. 
West North Central. 
South Atlantic . . 
East South Central -. 
West South Central-
Mountain States..-. 
Pacific States 

Average . . 

1935 1936 1937 

On dis
tributors 
invest
ment 

On 
total 

invest
ment 

Distr ibutors On dis
tr ibutors 

invest
ment 

On 
total 

invest
ment 

Distr ibutors 
On dis

tr ibutors 
invest
ment 

On 
total 

invest
ment 

Distr ibutors 
On dis

tributors 
invest
ment 

On 
total 

invest
ment H i g h L o w 

On dis
tr ibutors 

invest
ment 

On 
total 

invest
ment H i g h Low 

On dis
tr ibutors 
invest
ment 

On 
total 

invest
ment H i g h L o w 

Percent 
2.09 

14. 68 
16.39 
10. 75 
8.29 

1,5. 99 
31.54 
14.41 
26.68 

Percent 
3.43 

12.07 
14.81 
9, 28 
7. 79 

12.29 
14. 70 
12.03 
19.47 

Percent 
24. 41 
37.01 
41.09 
85.88 
47. 25 
67.70 

114. 36 
38.71 
56.86 

Percent 
1 33. 25 
1 31. 23 

2. 30 
1 22. 94 

1 3.36 
1 12. 56 

1 6.60 
4.29 
3. 65 

Percent 
fi. 10 

19.17 
21. 89 
16.07 
10. S3 
26. 74 
36. 12 
19.20 
27.93 

Percent 
5.70 

14.90 
18. 43 
11.39 
9. 27 

18.43 
21.02 
14. 83 
19. 16 

Percent 
52.47 

131.41 
65.22 
82. 90 
83. 46 
96. 98 

144. 68 
121. 40 
S3. 37 

Percent 
1 189. 76 

1 10. 47 
5.40 

1 102. 48 
1 5.41 

' 16. 22 
I 3. 36 

1 13. 34. 
• 97. 51 

Percent 
12.39 
19.12 
16. 42 
U . 77 
7. IS 

32. 67 
20. 60 
6.97 

20.09 

Perce-ni 
9.53 

14. 82 
13.33 
9. 24 
6.93 

21. 96 
12. 60 
6. 68 

14. 26 

Percent 
33.88 
67.99 
64.38 
60.32 

167.36 
61. 9S 
98.76 
97.67 
85. 44 

Percent. 
1 4.79 

1 19.10 
I 46. 36 
I 31.41 
1 10. 69 

1.64 
1 67. 05 
1 51. 79 
1 96. 22 

12.94 10.67 17. 91 13. 30 15. 09 11. 39 

1^ 

d 

H 

> 

a 
o 
o 

Ul 

O 

1 Eed figures. 



REPORT ON MOTOR VEHICLE INDUSTRY 833 

The preceding table shows the rates of return on dealers' and on 
distributors' mvestm.ents in the m.otor-velhcle business by regions. 

Dealers' returns,—The New England States showed the lowest rates 
of return on the dealers' investment for all years—4.25 percent in 1935, 
7.81 percent in 1936, and 11.66 percent in 1937, the rates showing 
large increases each year. 

On the total investment the New England States showed the lowest 
rates of return for 1935, 4,54 percent; and for 1936, 7.40 percent, but 
the Pacific States showed the lowest rate for 1937, 10.03 percent, the 
New England States showing 10,12 percent for 1937, 

The highest rates of return on the dealers' investmiCnts were shown 
by the South Atlantic States for all years. They were 18,55 percent 
in 1935, 32.03 percent in 1936, and 27.77 percent in 1937, the year 
1937 showing considerably less than 1936, but greater than 1935, 

On the total investment the highest rates were shown by the South 
Atlantic States in 1935 and 1937 and by the West South Central 
States in 1936. The rates for the respective years were 14.29, 23.06, 
a,nd 18.91 percent. 

On the dealers' investment for aU groups, the rates were 10.75 per
cent in 1935, 19.27 percent in 1936, and 16.44 percent in 1937, the 
year 1937 showing a decrease of about 15 percent compared with 
1936, but an increase of about 50 percent over 1935. 

On the total investment for all groups, the rates v.fere 9.49 percent 
in 1935, 14.74 percent in 1936, and 12.64 percent in 1937, tbe rate for 
1937 showing a decrease of 15 percent compared with 1936, and an 
increase of about 33 percent compared with 1935. 

Distributors' -returns.—Tbe lowest rates of return on the distribu
tors' investment were shown by the New England States in 1935, 
3.43 percent, and in 1936, 5.70 percent; but in 1937, the lowest rate, 
6.97 percent, was shown by the Moimtain States. 

On. the total investment, the New EngLand States also showed the 
lowest rates for 1935 and 1936, and the Mountain States showed the 
lowest for 1937. The respective rates were 3,43, 5.70, and 6,68 percent. 

The highest rate of return on the distributors' own investment was 
shown in 1935 by the Pacific States, 26.58 percent; in 1936, by the 
West South Central States, 36.12 percent; and in 1937 by the East 
South Central vStates, 32,57 percent. 

The highest rate on the total investment was shown by the Pacific 
States in 1935, 19.47 percent; by the West South Central States in 
1936, 21.02 percent; and by the East South Central States in 1937, 
21.95 percent. 

On the distributors' investment for all groups the rates were 12.94 
percent in 1935, 17.91 percent in 1936, and 15.09 percent in 1937, the 
rate for 1937 showing about 16 percent decrease compared with 1936 
and about 17 percent increase over the j'̂ ear 1935, 

On the total investment for all groups, the rates of return were 10.57 
percent in 1935, 13.30 percent in 1936, and 11,39 percent in 1937; the 
rate for 1937 compared with the 1936 rate shows a decrease of about 
15 percent and an increase of about 8 percent compared with 1935. 

Individual dealers' rates of ret-urm..—•The range in rates of return on 
the individual dealers' investments was very great. In 1935 the range 
was from a loss of 192,57 percent shown by a dealer in the New England 
States to a profit of 134.61 percent shown by a dealer in the Middle 
Atlantic States. The average rate of profit for all dealers was 10.75 
percent in 1935. 
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In 1936 the range was from a loss of 95.19 percent shown by a 
dealer in the East North Central States to a profit of 121.32 percent 
made hy a dealer located in the same group of States. The average 
rate of profit for all dealers was 19.27 percent in 1936. 

In 1937 the range was from a loss of 184.93 percent shown by a dealer 
in the Middle Atlantic States to a profit of 167.03 percent also shown 
by a dealer in the same group of States. The average rate of profit 
for all dealers was 16.44 percent in 1937. 

Distributors' rates of return.—The rates of return on the distribu
tors' investment varied greatly, and the ranges were almost as wide as 
those of the dealers. 

In 1935 the rates ranged from a loss of 33.25 percent shown by a 
New England States distributor to a gain of 114.36 percent shown by 
a distributor in the West South Central States. The average rate of 
profit for all distributors was 12.94 percent in 1935. 

In 1936 the range was from a loss of 189.75 percent shown by a New 
England States distributor to a profit of 144,68 percent shown by a 
distributor m the West South Central States, 'The average rate of 
profit for all distributors was 17.91 percent in 1936, 

In 1937 the range was from a loss of 95.22 percent shown by a dis
tributor in the Pacific States to a profit of 167.36 percent made by a 
distributor in the South Atlantic States, The average rate of profit 
for all distributors was 15.09 percent in 1937. 

Under the sections showing the rates of return by groups of States, 
the wide ranges of the rates for the individual dealers and distributors 
are discussed m more detah. 

Percentages of total investments re-presented by average borrowed money, 
by regions.—The following table shows the percentages of dealers' and 
of distributors' total investments, represented hy average borrowed 
money, by regions. 

TABLE 121.—Percentages of dealers' and of distributors' total investments, represented 
by average borrowed money, by regions 

Region 

1935 

Dealers' 
average 
percent-

Distribu
tors' aver
age per
centages 

1936 

Dealers' 
average 
pereent-

asies 

Distribu
tors' aver
age per
centages 

1937 

Dealers' 
average 
percent

ages 

Distribu
tors' aver
age per
centages 

New England States 
Middle Atlantic States 
East North Central States, 
West North Central States. 
South Atlantii' States 
Ensf South Central States. 
West South Central States. 
Mountain States 
Pacific States. 

Average 

19.41 
40.05 
34. 75 
28.02 
39.40 
31.40 
30.40 
28.87 
31.13 

38. 24 
20.18 
17. 60 
35.39 
31. 29 
37. 63 
4!!. 16 
30. S3 
36. 78 

22. 33 
43.02 
37. 51 
34. 13 
40. 63 
30.81 
31. 05 
,30.12 
36,49 

40, 06 
27, 70 
20, 29 
39. 86 
36.13 
40. ~9 
47.39 
33.14 
39.37 

33.51 33.77 36.06 36. 67 

23. 09 
40.97 
38. 88 
34. 93 
41.67 
33.15 
31.00 
35. 90 
39.99 

30. 95 

37.26 
27. 35 
32.55 
41.90 
37.19 
37.93 
52.73 
28.83 
39. 64 

37.61 

The preceding table shows the percentages of dealers' and of dis
tributors' total investments that are represented by borrowed money. 

The dealers' average percentages of borrowed money for all regions 
show an increase for each year, from 33.51 percent in 1935, to 36.06 
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percent in 1936, and to 36.93 percent in 1937. The averages of the 
separate regions all show greater percentages of borrowed money 
in 1937 than in 1935, and all but two groups show increased percent
ages of borrowed money each year. 

The distributors' average percentages of borrov/ed money for all 
regions also show increases for ea.ch, from 33.77 percent in 1935, to 
36.57 percent iu 1936, and to 37,61 percent in 1937. 

Al l but two of the distributors' group averages showed higher 
percentages of borrowed money in 1937 than in 1935. 

Investm.ents, profits, and rates of return—New England States,—The 
foUomng table shows the results for dealers and for distributors 
located in the New England States for years 1935-37: 

TABLE 122.—Investments, profits, and rates of return for motor-vehicle dealers and 
distributors located in the New England States, years 1935-37 

Number ot dealers and distributors. 
INVESTMENTS 

Total investment in entire business.. 
Deduct outside investments 

Total investment iu motor-vehicle 
busiuess _• 

Deduct borrowed money 

Dealers' and distributors' invest
ment iu motor-vehicle business 

Add outside investments 

Dealers' and distributors' invest
ment in entire business 

PROFITS 1 

Profits applicable to total investment in 
entire business 

Deduct profits on outside Investments 

Profits applicable to total invest
ment in motor-vehicle busiuess 

Deduct interest on borrowed money 

Profits applicable to dealers and 
distributors on motor-vehicle 
business 

Add profits on outside investments.. 

Profits applicable to dealers and 
distributors on entire busiuess 

KATES o r EETURN ON INVESTMENT 

On total investment in entire busiuess 
On total investment in motor-v̂ ehicle 

business 
On dealers' and distributors' investment 

in motor-vehicle business 
On dealers' and distributors' investment 

in entire business, 

Dealers Distributors 

1936 1936 1937 1936 1936 1937 

20 24 25 18 19 19 

137, 034 
,$1, 681, 686 

76, 998 
,$1, 757, 767 

46, 070 
,$6, 065, 715 

400, 217 
$6, 302,136 

337, 499 
$5, 275, 344 

2S3, 382 

1,420,719 
303, 528 

1, 604, 688 
375, 460 

1, 712, 697 
405, 812 

4, 605, 498 
1, 936, 932 

4, 964, 637 
2,123, 460 

4, 991, 962 
1, 906, 462 

1,123,191 
137, 034 

1, 229, 228 
76, 998 

1, 306, 885 
45, 070 

2,668, 566 
460, 217 

2, 841, 177 
337, 499 

3, 026, 600 
283; 383 

1, 260, 325 1, 306, 226 1, 351, 955 3,128, 783 3, 178, 676 .3, 309, 882 

68, 607 
3,750 

123, 742 
6,015 

175,133 
1,760 

176, 021 
16,887 

307, 924 
24,893 

499, 626 
23,732 

64, 767 
17, 028 

l i s , 727 
22, 685 

173, 378 
21, 0,56 

158,134 
102, 249 

283, 031 
109, 763 

475,894 v 
100, 848 

47, 739 
3,760 

96, 042 
5,015 

.162, 322 
1,760 

65,885 
16, 857 

173, 268 
24, 893 

375, 046 
23,732 

61, 479 101, 057 154, 082 72, 772 198,161 398, 778 

Percent 
4.38 

4. 54 

4.25 

4.08 

Percent 
7.36 

7.10 

7.81 

7.74 

Percent 
9,96 

10,12 

11.60 

1L40 

Percent 
3,46 

3, 43 

2,09 

2, 33 

Percemt 
5, 81 

6,70 

6,10 

6,23 

Percent 
9.47 

9,63 

12.39 

12. 05 

1 All profits arc before deducting income taxes. 
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The table preceding shows the results for the dealers and for the 
distributors operating in the New England States. 

Dealers' results.—The results for 1935 comprise the operations of 
20 dealers, 7 of these showing losses and 13 jirofits. Of the 24 dealers 
operating in 1936, 5 show losses and 19 show profits. The operations 
of 25 dealers were included in 1937, 6 showing losses and 19 showing 
profits. 

The table shows tlie average returns on the total investment in the 
motor-vehicle business as 4.54 percent in 1935, 7.40 percent in 1936, 
and 10,12 percent in 1937. 

The average returns on the total investment in the entire business 
were sligbtty lower each j^ear than the above rates. 

The average returns for the dealers' investment in the motor-vehicle 
business were 4.25 percent in 1935, 7,81 percent in 1936_, and 11.66 
percent in 1937; and the average returns for the dealers' investment 
in the entire business were 4.08 percent for 1935, 7.74 percent for 
1936, and 11.40 percent for 1937. 

The rates of return for the individual dealers varied grea,tly. 
I n 1935 the rates of return on the dealers' investment in the motor-

vehicle business ranged from a loss of 192.57 percent to a profit of 
34.01 percent for the 20 dealers. I n 1936, the range for the 24 dealers 
was from a loss of 70.55 percent to a profit of 29.38 percent. I n 1937 
the range for the 25 dealers was from a loss of 40,47 percent to a 
profit of 54.37 percent. The highest rates of loss shown in 1935, 
192,57 percent and 70.55 percent in 1936, were due in each instance 
to the dealer's total am.ount of loss being much greater than the others 
in . this group and to the dealer's small investment caused by the 
deduction of a large deficit. The returns on tb.e total investment 
including borrowed mioney were losses of 8.41 percent and 49,29 
percent, respectively. 

The dealers' veaiiy average investment in the motor-vehicle 
busiuess was $56^160 in 1935, $61,218 in 1936, and $52,275 hi 1937; 
and the average profits for these investments were $2,386 in 1935, 
$4,002 in 1936̂ " and $6,093 in 1937, 

The yearlv averages of the total investments in the motor-vehicle 
business were $71,336 in 1935, $66,862 in 1936, and $68,508 in 1937; 
and the average profits were $3,238 in 1935, $4,947 in 1936, and $6,935 
in 1937. _ 

The dividends and withdrawals reported amounted to $61,908 
in 1935, $97,498 in 1936, and $80,490 in 1937; and the additional 
money paid in was $1,000 in 1935, $25,300 in 1936, and $17,509 
in 1937. 

The ratios of borrowed money to the total investments in the 
entire business were 19.41 percent, 22.33 percent, and 23.09 percent 
for the respective years. 

The average annual interest rates paid on borrowed money, com
puted on tbe interest reported, were 5.61 percent in 1935, 6.04 percent 
in 1936, and 5.19 percent in 1937, 

The amounts deducted from the investments of this group of 
dealers for appreciation and goodwill were $1,066 in 1935, $1,066 in 
1936, and $1,066 in 1937. 

Distributors' results,—The results for 1935 comprise the operations 
of 18 distributors, 8 showing losses and 10 sliovidng profits in the 
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motor-vehicle bushiess. I n 1936 the results for 19 distributors are 
given, 4 showing losses and 15 profits, and in 1937 only 1 distributor 
shows a loss and 18 show profits. 

The table shows the average returns on the total investment in the 
motor-vehicle business as 3.43 percent in 1935, 5.70 percent for 1936, 
and 9.53 percent for 1937. , ' . . 

The average returns on the total investment in the entire business 
were 3.46 percent, 5,81 percent, and 9.47 percent for the respective 
3rears, 

The average returns for the distributors' investment in the motor-
vehicle business were 2.09 percent in 1935, 6.10 percent in 1936, and 
12.39 percent in 1937, and the average returns for the distributors' 
investment in the enthe business were 2.33, 6.23, and 12.05 percent 
for the respective years. 

The rates of return for the individual distributors varied greatly. 
I n 1935 the rates of return on the distributors' investment in the 

motor-vehicle business ranged from a loss of 33,25 percent to a profit 
of 24.41 percent for the 18 distributors. I n 1936 the range for the 19 
distributors was from a loss of 189,75 percent to a profit of 52.47 
percent. I n 1937 tbe range for the 19 distributors was from a loss of 
4.79 percent to a profit of 33,88 percent. The highest rate of loss 
in 1936, 189,75 percent, was due to the dealer's total amount of loss 
being much greater than all others in this group except one, and his 
hivestment was comparatively small o"\\dng to his large deficit from 
operations. 

The return on the total investment, including borrowed money, 
was a loss of 40,23 percent. 

The distributors' average yearly investments in the motor-vehicle 
business were $148,264 in 1935, $149,536 in 1936, and $159,289 in 
1937, and the average yearly profits for these investments were $3,105, 
$9,119, and $19,739 for the respective j'-ears. 

The total average yearly investments in the mo tor-vehicle business 
were $255,861 in 1935, $261,297 in 1936, and $262,735 m 1937, and the 
yearly average profits for these investments were $8,785, $14,896, and 
$25,047, for these respective years. 

The dividends and withdrawals reported amounted to $99,798 in 
1935, $177,946 in 1936, and $149,056 in 1937; and the additional 
money paid in-was $16,940 in 1936, $32,310 in 1937, and nothing in 
1935. 

The average borrowed money was 38.24 percent of the total invest
ment in the entire business in 1935, 40.05 percent hi 1936, and 37.26 
percent in 1937. 

The average amiual interest rates paid for borrowed money com
puted on the interest reported were 5.28 percent in 1935, 5.17 percent 
in 1936, and 5.13 percent in 1937. 

The amounts deducted from the investments of this group of dis
tributors for appreciation and goodwill were $18,575 in 1935, $18,575 
in 1936, and $18,575 in 1937. 

•Investments, profits, and rates of return—Middle Atlantic States.— 
The folloudng table shows the results for dealers and for distributors 
operating in the Middle Atlantic States, j^ears 1935-37. 
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TABLE 123,—Investments, profits, and rates of return for motor-vehicle dealers and 
distributors, located in the Middle Atlantic States, years 1936-37 

Dealers Distributors 

Number of dealers aud distributors 

I .WESTMENTg 

Total investment in entire business 
Deduct outside investments 

Total investment in motor-vehicle 
busiuess 

Deduct borrowed money 

Dealers' and distributors' iuvcst-
mcnt in motor-vehicle business... 

Add outside investments. 

Dealers' and distributors' invest
ment in entire business 

PROT'ITS 

Profits applicable to tot.al investment iu 
entire business— 

Deduct profits on outside investments... 

Profits applicable to total invest
ment in mo tor-vehicle business. 

Deduct interest on borrowed money 

Profits applicable to dealers and dis
tributors on motor-vehicle busi
ness 

Add profits on outside investments. 

Profits apv'licable to dealers and dis
tributors on entire business (all 
profits are before deducting in
come taxes) 

R,\.TES Oi ' R E T U R N ON INVIST.MENTS 

On total investment in entire business 
On total investment in motor-veh icle busi

ness •— 
On dealers' and distributors' investment 

in motor-vehicle business 
On dealers' and distributors' investment 

in entire business 

1935 1936 1937 1935 1930 1937 

68 73 8G 17 18 IS 

$4,607,130 
139,190 

$5,154, 276 
121, 338 

.?5, 816, 464 
149, 401 

$2, 277, 533 
432, 792 

$2, 707,482 
444, 616 

$2, 86,5, 961 
443, 710 

4, 367,940 
1,805, 103 

5, 032, 93S 
2, 217, 338 

5, 666, 003 
2, 382, ,587 

1,844, 711 
596, 366 

2,262,866 
749,998 

2,422, 241 
783, 936 

2, 562, 837 
139,190 

2, 816, 600 
121, 338 

3,283,416 
149,161 

1. 248, 385 
• 432, 792 

1, 512, 868 
444, 616 

1, 038, 305 
443, 710 

2, 702, 027 2, 936, 938 3, 432, 877 1,681,177 1,957,484 2, 082, 015 

331, 322 
12,012 

614, 786 
1,259 

719,105 
4,660 

236, 749 
14, 039 

353, 898 
16, 725 

368, 660 
9,798 

319,310 
114, 529 

613, 627 
144, 035 

714, 649 
133, 546 

222, 710 
39, 473 

337,173 
47, 214 

358, 862 
46, 676 

204, 781 
12,012 

469,492 
1,259 

581,003 
4,658 

183, 237 
14, 039 

289, 959 
16, 725 

313,187 
9,798 

216, 793 470, 751 585, 559 107, 276 306, 684 322, 985 

Percent 
7.35 

Percent 
11.93 

Percent 
12. 37 

Percent 
10,39 

Percent 
13.07 

Percent 
12, 8G 

7.31 12.19 12.01 12,07 14. 90 14,82 

7.99 16. 67 17. 70 14,68 19.17 19.12 

8.92 16. 03 17.06 11,73 16.67 1.5.51 

The table preceding shows the results for dealers ancl for distributors 
operating in the Middle Atlantic States, years 1935-37. 

Dealers' results,—Tbe results for 1935 comprise the operations of 
68 dealers, 22 of these showing losses and 46 showing profits. For 
1936 the operations of 73 dealers were included, 18 showing losses 
and 55 sho-v™g profits. For 1937 there were 86 dealers included, 20 
showing losses and 66 sho^ving profits, 

Tbe table shows the average returns on the total investment in the 
motor-vehicle business as 7.31 percent in 1935, 12.19 percent in 1936, 
and 12.61 percent in 1937. 

The average returns on the total investment in the entire business 
were 7.35 percent in 1935, 11.93 percent in 1936, and 12,37 percent 
in 1937. 

The average returns for the dealers' investments in the motor-
vehicle business were 7.99 percent in 1935, 16.67 percent in 1936, and 
17.70 percent in 1937, and the average returns for the dealers' invest
ments in the entire business were 8.02 percent in 1935, 16,03 percent 
m 1936, and 17.06 percent in 1937. 
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The rates of return for the individual dealers varied greatly. 
I n 1935 the rates of return on the dealers' investment in the motor-

vehicle business ranged from a loss of 33,60 percent to a profit of 134.61 
percent for the 68 dealers. I n 1936 the range for the 73 dealers was 
from a loss of 36.12 percent to a profit of 113,90 percent. In 1937 
the range for the 86 dealers was from a loss of 184.93 percent to a 
profit of 167.03 percent. 

The highest rate of profits in 1935, 134.61 percent, was for a dealer 
whose total amount of profits was greater than any other in the group 
except four, and whose investment was greatly below the average. 
On the total investment, including borrowed money, the return w"as 
43.55 percent. 

I n 1930 the highest profit of 113.90 percent was for a dealer whose 
total profits were greater than any other in the group except two, a.nd 
whose investment was only shghtly above the average. Return on 
the total investment was 96.33 percent. 

I n 1937 the highest profit rate was 167.03 percent. This dealer's 
own investment was verj^ small but his borrowings were about 80 
percent of the total hivestment, the return on which was 36.74 percent. 

The largest rate of loss shown in 1937, 184,93 percent, was shown 
by a dealer whose total loss was greater than any of the others of the 
group except 3, and whose investment was only about 12 percent of 
the average for the group. 

The dealers' yearly average investments in the motor-vehicle 
business were $37,689 in 1935, $38,570 in 1936, and $38,179 in 1937, 
and the average profits for these investments were $3,011, $6,431, 
and $6,756 for the respective years. 

The yearly averages of the total investments in the motor-vehicle 
business were $64,234 in 1935, $68,944 in 1936, and $65,884 in 1937, 
and the average profits were $4,696 for 1935, $8,404 for 1936, and 
$8,309 for 1937. 

The dividends and -withdrawals reported amoimted to $137,005 in 
1935, $268,657 in 1936, and $396,686 in 1937. The additional money 
paid in was $68,159 in 1935, $90,717 in 1936, and $156,352 in 1937. 

The borrowed money was 40.05 percent of the total investment in 
the entire business in 1935, 43,02 percent in 1936, and 40.97 percent 
in 1937. 

The average annual interest rates paid on borrowed money com
puted on the interest reported were 6.34 percent in 1935, 6,50 percent 
in 1936, and 5.61 percent in 1937. 

The amount deducted from the investments of this group of dealers 
for appreciation and goodwill was $16,308 in 1937, none showing for 
1935 and 1936. 

Distributors' results.—The results for 1935 comprise the operations 
of 17 distributors, 6 showing losses and 11 showing profits in the 
motor-vehicle business. In 1936, the results for 18 distributors are 
given, 5 showing losses and 13 shelving profits, and in 1937, the 
results are for 18 distributors, 4 showing losses and 14 showing profits. 

The table shows the average returns on the total investment in 
the motor-velucle business as 12.07 percent in 1935, 14.90 percent 
in 1936, and 14.82 percent in 1937. 

The average returns on the total investment in tbe entire business 
were 10.39 percent in 1935, 13,07 percent in 1936, and 12.86 percent 
in 1937. 
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The average returns for the distributors' investment in the motor-
vehicle business were 14.68 percent in 1935, 19.17 percent in 1936, 
and 14,82 percent in 1937, and the average returns for the distributors' 
investment in the entire business were 11.73, 15.67, and 15,51 percent 
for the respective years. 

The rates of return for the individual distributors' investments 
varied greatly. 

In 1935 the rates of return on the individual distributors' invest
ments in the motor-vehicle business ranged from a loss of 31.23 percent 
to a profit of 37,01 percent for the 17 distributors. In 1936, the 
range was from a loss of 19.47 percent to a profit of 131,41 percent 
and in 1937 from a loss of 19,10 percent to a profit of 67.99 percent. 

The highest rate of profit in 1936 was 131.41 percent. The total 
profits of tins distributor greatly exceeded the profits of any others 
in the group. His investment was above the average. The returns 
for the total investment was 68,59 percent. 

The distributors' average yearly investments in the motor-vehicle 
business were $73,434 in r935, $84,048 in 1936, and $91,017 in 1937, 
and the average yearly profits for these investments were $10,779, 
$16,109, and $17,399 for the respective years. 

The total average j^early investments in tbe motor-vehicle business 
were $108,514 m 1935, $125,715 in 1936, and $134,569 in 1937, and 
the yearly average profits for these mvestments were $13,101, $18,732, 
and $19,937 for the respective years. 

The dividends and withdrawals reported amounted to $44,868 in 
1935, $111,072 in 1936, and $99,322 in 1937. The additional money 
paid in was $1,680 in 1935, $7,920 in 1936, and'nothing in 1937, 

The average borrowed money was 26.18 percent of the total invest
ment in the entire business in 1935, 27,70 percent in 1936, and 27.35 
percent in 1937. 

The average annual interest rates paid for borrowed money com
puted on the interest reported were 6.62 percent in 1935, 6.30 percent 
in 1936, and 5.83 percent in 1937. 

The amounts deducted from the investments of this group of 
distributors for appreciation and goodwill were $37,735 for each of 
the 3 years. 

Divestments, profits, and rates of return—East No7'th Central States.— 
The following table shows the results for dealers and for distributors 
located in the East North Central States for the years 1935-37: 

TABLE 124—Investments, profits, and rates of retjirn for motor-vehicle dealers and 
disiribidors, located in the East Nortli Central States, years 1935-37 

Dealers Distributors 

1935 1936 1937 1936 1936 1937 

53 68 63 12 14 17 

VI, 743, 617 
74, 404 

$3, 209, 402 
86,441 

$3, 607, 114 
111,635 

$1, 646, 915 
203,008 

$1,816,004 
218,315 

.$2, 363, 932 
240, 514 

2, 669,113 
9.53, 414 

3,123, 901 
1,203, 956 

3.46,5, 479 
1. 3S6, 770 

1, 343, 907 
270 725 

1, 597,689 
368,382 

2,123, 41S 
709, 476 

1,715,099 
74, 404 

1, 920, 006 
8,5, 441 

2,068, 709 
111.635 

1, 073,1.82 
203, 008 

1,229, .307 
218,315 

1, 353, 942 
240, 614 

1, 790,103 2,006,446 2, ISO, 344 1,276,190 1, 447, 622 1, 694,466 

Number of dealers and distributors-. 
INVESTMENTS 

Tota] investment in entire business.. 
Deduct outside investments 

Total investment in motor-
vehicle busines-s. 

Deduct borrowed money , 
Dealers' and distributors' in

vestment in motor-vehicle 
business 

Add outride investments 
Dealers' and distributors' in

vestment in entire business.. 
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T. iELE 124,—Investments, prof i ts , and rates of r e tu rn f o r moior-vechicle dealers and 

. d i s l r ib i i io rs , located i n the East N o r t h Central States, years 1 9 3 5 - 3 7 — C o n . 

Dealers 

1935 1937 

Distributors 

1935 1936 1937 

PROFITS 

Profits applicable to total invest
ment in entire business 

Deduct profits on outside invest
ments 

Profits applicable to total in
vestment iu motor-vehicle 
business 

Deduct iuterest ou borrowed money.. 
Proflts applicable to dealers 

and distributors on motor-
vebicle business... 

Add profit^; on outside investments.. 

Profits applicable to dealers 
and distributors on entire 
business (all profits are before 
deducting: income taxes) 

KATES OF EETUEN ON INVE.STMENTS 

On total investment in entire busi
ness 

On total investment in motor-vehicle 
business 

On dealers' aud distributors' invest
ment iu raotor-yehicle business 

On dealers' and distributors' invest
ment-in-entire business 

240,663 

9, 300 

231, 363 
07, 291 

164, 072 
9, 300 

173, 372 

Percent 

S. 77 

8. 67 

9. 56 

9.69 

362, 202 

9,602 

400, 102 

5,886 

208, 387 

9,390 

304,167 

342, 600 
87,891 

394, 216 
98,116 

198, 997 
23, 093 

294, 509 
25, 443 

264, 709 
9,602 

290,100 
5. 886 

176, 904 
9,390 

264, 311 

Percent 

10,97 

10, 97 

13. 27 

13,18 

301, 986 

Percent 

11.22 

11.41 

14.31 

13.86 

185, 294 

Percent 

13.47 

14.81 

16.39 

11. 52 

278, 714 

Percent 

16. 75 

18.43 

21.89 

19. 26 

272, 205 

10, 675 

261, 530 
39, 262 

222, 278 
10,675 

232, 953 

Percent 

11,51 

12,32 

10,42 

14, 01 

T.lie table preceding shows the results for dealers and for distributors 
operating in the East North Central .States for the years 1935-37. 

Dealers' results.—The results for 1935 comprise the operations of 53 
dealers, 16 of these showing losses and 37 profits for the year. In 
1936 there were 58 dealers reporting, 8 sho%v'ing losses and 50 showing 
profits; and in 1937, of the total 63 dealers operating, 18 show losses 
and 45 show profits. 

The table shows the average returns on the total investment ui the 
motor-vehicle business as 8.67 percent in 1935, 10.97 percent in 1936, 
and 11,41 percent in 1937. The average returns on the total invest
ment in the entire business were 8.77, 10.97, and 11.22 percent for 
the respective years. 

The average returns for the dealers' investment in the motor-
vehicle business were 9.56 percent for 1935, 13.27 percent for 1936, 
and 14,31 percent in 1937, and for the dealers' investment in the 
entire business 9.69, 13.18, and 13.85 percent for the respective years. 

The rates of return for the individual dealers varied greatly. 
In 1935 the rates of return on the dealers' investment in the motor-

vehicle business ranged from a loss of 87.59 percent to a profit of 
62.14 percent for the 53 dealers. In 1936 the range was from a loss 
of 95.19 percent to a gain of 121.32 percent for the 58 dealers, and in 
1937 the range was from a loss of 36.07 percent to a profit of 144.46 
percent for the 63 dealers. 

In 1935 the dealer showing the loss of 87.59 percent showed the 
largest total amount of loss, and his investment w-as about 32 percent 
of the average. In 1936 the dealer showhig the loss of 95.19 percent 

171233—39 55 
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showed the largest total am.oimt of loss, except one, and his mvestment 
was about 38 percent of the average for the group, caused partly by a 
rather large deficit; the loss on the total invcstm.ent including borrowed 
mone}^ was 43,31 percent. The dealer showing the profit of 121,32 
percent had profits greatly exceeduig those of any other in the group 
and his investm.ent was less than tbe average. 

I n 1937 the profit of 144.46 percent was shown by a dealer who was 
doing business alm.ost entirely on borrowed money, over 93 percent 
of the total average investment being borrowed. The return on the 
total investment includmg borrowed m.oney was 16,50 percent. 

The dealers' yearly average investment in the motor-vehicle busi
ness was $32,372 in 1935, $33,104 in 1936, and $32,837 in 1937. The 
yearly average profits for these investments were $3,096, $4,392, and 
$4,700, for the respective years. 

The vearly average of the total investment in the m.otor-vehicle 
busmess was $50,361 in 1935, $53,861 in 1936, and $54,849 in 1937, 
and the yearty average profits for these investments were $4,365, 
$5,907, and $6,257 for the respective years. 

The dividends and withdrawals reported amoimted to $59,406 in 
1935, $241,633 in 1936, and $265,481 in 1937, and the additional 
money paid hi was $38,027 m 1935, $132,227 in 1936, and $77,263 in 
1937.' 

The ratios of borrowed m.one5̂  to the total investment in the entire 
business were 34.75 percent in 1935, 37.51 percent in 1936, and 38,88 
percent in 1937. 

The average annual interest rates paid for borrowed" money com.-
puted on the interest reported were 7.06 percent in 1935, 7,30 percent 
in 1936, and 7.08 percent m 1937. 

The amoimts deducted from the iiivestm.eiits of this group for 
appreciation and goodwill were $26,534 in 1935, $26,919 in 1936, and 
$26,243_in 1937. 

Distnbutors' results.—The operations of 12 distributors were in
cluded in 1935, all of whom show profits. I n 1936 there were 14 dis
tributors and they all show profits. In 1937 of the total 17 distribu
tors, 5 show profits and 12 show losses. 

The table shows the average returns on the total investment in the 
motor-velucle busmess as 14,81 percent in 1935, 18,43 percent in 1936, 
and 12.32 percent in 1937. The average returns on the total invest
ment in the entire business were 13,47 percent in 1935, 16.75 percent 
in 1936, and 11.51 percent in 1937. _ 

The average returns for the distributors' investment in the m.otor-
vehicle business were 16,39 percent in 1935, 21.89 percent in 1936, 
and 16.42 percent in 1937, and for the distributors' investm.ent in the 
enthe business 14.52 percent in 1935, 19.25 percent in 1936, and 14.61 
percent in 1937. 

The rates of return for the individual distributors varied greatly. 
I n 1935 the rates of return for the 12 distributors ranged from a 

profit of 2.30 percent to a profit of 41.09 percent. I n 1936 the range 
was from a profit of 5.40 percent to a profit of 65,22 percent for the 
14 distributors and in 1937 the range was from a loss of 46.36 percent 
to a profit of 54.28 percent for the 17 distributors. 

The distributors' yearly average investm.ent in the m.otor-vehicle 
busmess was $89,432 in 1935, $87,808 m 1936, and $79,644 in 1937. 
The yearly average profits for these hivestments were $14,659 in 1935, 
$19,219 m 1936, and $13,075 in 1937. 
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The total average yearly investment in the motor-veliicle business 
was $111,992 in 1935, $114,121 in 1936, and $124,907 in 1937. The 
yearly average profits for these investments were $16,583 for 1935, 
$21,036 for 1936, and $15,384 for 1937. 

The dividends and withdrawals reported am.ounted to $10,300 in 
1935, $255,917 in 1936, and $206,690 in 1937, and the additional 
m.oney paid in was $1,275 in 1935, $116,940 in 1936, and $7,500 in 1937. 

The ratio of borrowed money to the total investment in the enthe 
business was 17.50 percent in 1935, 20.29 percent in 1936, and 32.55 
percent in 1937. 

The average annual interest rates paid for borrowed monej'-, com -̂
puted on the interest reported, were 8.53 percent in 1935, 6.91 percent 
in 1936, and 5.10 percent in 1937. 

The amounts deducted from the investm.ent of this group of dis
tributors for appreciation and goodwill were $7,761 in 1935, $6,219 in 
1936, and $2,589 in 1937. 

Investments, profits, and rates of return, West North Central States.— 
The followhig table shows the results for dealers and for distributors 
operating in the West North Central States, years 1935-37: 

TABLE 125.—In-nestments, profits, and rates of return for jnoior-vehicle dealers and 
distributors, located in the West North Central Stales, years 1936-37 

Number of dealers and distributors 

INVESTMENTS 

Total investm.ent in entire business 
Deduct outside invcstnien'ts 

Total investment in motor-vehicle 
business.. 

Deduct borrowed juoney 

Dealers 

1936 

Dealers' and distributors' invest
m.ent in m.otor-vehicle business.. 

Add outside investments 

Dealers' and distributors' invest
ment in entire business 

Profits applieabl5.to total investment in 
entire business 

Deduct profits on outside investments 

Profits -applicable to total invest
ment in motor-vebicle business.. 

Deduct interest on borrowed money. .... 

Profits applicable to dealers and 
distributors on motor-vehicle 
business - „ •-

Add profits on outside investments 

Profits applicable to dealers and 
distributors on entire business 
Call profits are before deducting in
come taxes). 

KATES o r RETUKN ON INVEST.MEN^l S 

On total investnient in entire business 
On total investm.ent inmiOtor-vehiclebusi

ness 
On dealers' and distributors' investm.ent 

in motor-vehicle business 
On dealers' and distributors' investjnent 

in entire business. 

$1,087,742 
13,066 

1,074,070 
304, " 

769, 872 
13, 066 

127, 70S 

127, 76S 
23,401 

104,364 

104, 364 

Percent 
11.75 

11.8!; 

13. 5B 

13.33 

Sl, 500, 200 
16, 513 

1, 489, 763 
514, 147 

976, 60C 
10, 613 

992,119 

199, 719 

199, 719 
40,818 

1,58, 9,01 

158, 901 

Percent 
13, 26 

13.41 

16. 29 

16.02 

1937 

,?1,SOO, 792 
23, 502 

1,777,290 
628,979 

1,148,311 
23, 502 

Distributors 

28 

1930 

,$2, 475, 5SS $2, 803, 237 
34,91: 33,340 

2, 440, 0-Sl 
876,014 

1,171,813 

182, 480 

182, 480 
41,493 

110, 981 

140, 987 

Percent 
10.13 

10.27 

12. 28 

12.03 

1, 564, 66: 
34,912 

1, 599, 579 

230, 028 
3, 411 

226, 58: 
58, 349 

168, 238 
3, 441 

171, 679 

Percent 
9.29 

• 9.28 

10.75 

10. 73 

2. 709,89 
1,117, 404 

1, 662, 493 
33, 340 

317,98' 
2,483 

316, ,504 
66, 43' 

249,065 
2,483 

251, 548 

Percent 
11,34 

11.39 

15.07 

14.92 

1937 

•*3, 226, 485 
32, 437 

3,194, 018 
1,351,954 

1, 812, 091 
- 32,437 

298, 605 
3, 416 

295, 189 
78,348 

216, 341 
3,416 

220, 257 

Percent 
9.25 

9.24 

11.77 

11.75 
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The table preceding shows the results for the dealers and for the 
distributors operating in the West North Central States for the years 
1935-37, 

Dealers' residts.—The results for 1935 comprise the operations of 
29 dealers, 6 of these showing losses and 23 profits. Of the 35 dealers 
operating in 1936, 11 show losses and 24 show profits. The operations 
of 39 dealers were included in 1937, 10 showing losses and 29 showhig 
profits. 

The table shows the average returns on the total investments in 
the 1110tor-vehicle business as 11.89 percent in 1935, 13.41 percent in 
1936, and 10.27 percent in 1937. 

The average returns on the total investment in the entire busmess 
were 11,75 percent, 13.26 percent, and 10,13 percent for the respective 
years. 

The average returns for the dealers' investment in the mo tor-vehicle 
business were 13,56 percent in 1935, 16.29 percent in 1936_, and 12,28 
percent in 1937; and the average returns for the dealers' investment 
m the entire business were 13.33 percent for 1935, 16,02 percent for 
1936, and 12,03 percent for 1937. 

The rates of return for the individual dealers varied greatly. 
I n 1935 the rates of return on the dealers' investment in the motor-

vehicle business ranged from a loss of 18.66 percent to a profit of 
84.09 percent for the 29 dealers. I n 1936 the range for the 35 dealers 
was from a loss of 42.85 percent to a profit of 73.90 percent. I n 1937 
the range for the 39 dealers was from a loss of 86.78 percent to a profit 
of 69.08 percent. 

I n 1935 the dealer showing the profit of 84.09 percent .showed a total 
profit exceeding any of the dealers but three. This profit was more 
than three times tlie^average and bis investment was nearly 40 percent 
less than the average. On the total investment, which included the 
borrowed money, lus return was 45.36 percent. 

In 1936 the profit of 73.90 percent was shown by a dealer whose 
total amount of profit was tbe largest of all dealers in the group, 
being more than six times the average for the group. His investment 
was about 30 percent more than the average. The return on the total 
investment was 50.54 percent. 

I n 1937 this same dealer showed the highest rate of return, 69.08 
percent, for practically the samie reasons. The lughest rate of loss, 
86.78 percent, was shown by a dealer whose total amoimt of loss was 
third from tbe highest and whose investment was only about one-sixth 
of the average investment, caused partly- by a large deficit. The return 
on the total investment showed a loss of onlj'' 0.96 percent, tbe borrowed 
money being about 91 percent of the total investment. 

I h e dealers' yearly average investment in the motor-velucle business 
was $26,547 in 1935, $27,874 i n 1936, and $29,444 in 1937, and the 
avera,2;e profits for these investments were $3,599 hi 1935, $4,540 in 
1 9 3 6 , ^ $3,615 in 1937. 

The yearly averages of the total investments in the motor-vehicle 
business were $37,058 in 1935, $42,564 m 1936, and $45,572 in 1937, 
and the average profits were $4,406 in 1935, $5,706 in 1936, and $4,679 
in 1937. _ 

The dividends and withdrawals reported amounted to $70,727 in 
1935, $102,073 in 1936, and $105,860 in 1937, and the additional money 
paid in was $20,607 in 1935, $71,920 in 1936, and $54,085 m 1937. 
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The ratios of borrowed money to the total investments in the entire 

business were 28.02 percent, 34.13 percent, and 34.93 percent for the 
respective years. 

The average annual interest rates paid on borrowed money, com
puted on. the interest reported, were 7.68 percent in 1935, 7.94 percent 
in 1936, and 6.60 percent in 1937. 

There were no deductions from the investments of this group of 
dealers for appreciation and goodwill for the respective years. 

D-istributors' results,—The results for 1935 comprise the operations 
of 28 distributors, 7 showing losses and 21 showing profits in the motor-
vehicle business. In 1936 the results for 28 distributors are given, 
3 showing losses and 25 profits; and in 1937, 29 distributors are given, 
8 showing losses and 21 profits. 

The tahle shows the average returns on the total investment in 
tbe inotor-veliicle business as 9.28 percent in 1935, 11.39 percent for 
1936, and 9.24 percent for 1937. 

The average returns on the total investment in the entire business 
were 9,29 percent, 11,34 percent, and 9,25 percent for the respective 
yeai-s. 

The average returns for the distributors' investment in the motor-
vehicle business were 10.75 percent in 1935, 15.07 percent in 1936, 
and 11.77 percent in 1937, and the average returns for the distributors'^ 
investment in the enthe business were 10.73 percent, 14.92 percent, 
and 11.75 percent for the respective years. 

The rates of return for the individual distributors varied greatly. 
In 1936 the rates of return on the distributors' investment in the 

motoi'-vehicle business ranged from a loss of 22.94 percent to a profit 
of 85.86 percent for the 28 distributors. In 1936 the range for the 28 
distributors was from a loss of 102.48 percent to a profit of 82.90 
percent;. In 1937 the range for the 29 distributors was from a loss 
of 31.41 percent to a profit of 60.22 percent. 

In l'93i6, and 1937 the highest rates of profit, 85.86 percent, 
82.^0 percent, aud 60.22 percent, respectively, aU are shown by the 
saiiQ'e distribut'or. This distributor's total amoimt of profits were 
much 'greater than the average amounts and his investments below 
the -avCTage. On the total investment the rates were 38.85 percent, 
•56:28 percent, and 36..'80 percent. The distributor showing the 102.48 
perceiili of loss in ISSO showed a total amount of loss much greater 
iba.n the others and his investment was considerably reduced on ac-
•ccra.'nt of a large cleficit. The return on the total investment shows a 
loss 'oi 22.i®5 percent. 

The disitributors' average yearly investments in the motor-vehicle 
tiiBiTiess were $55.,'881 in 1935, $59,018 in 1936, and $63,520 in 1937, 
:tmid the -average yearly profits for -these investments were $6,009i, 
-$8.,'89'5, and :$7-,477 for the respective years. 

The total average yearly investments in the motor-vehicle business 
were $87,167 in 1'935, $98,925 in 1938, and $110,140 in 1937, and the 
.•yearly 'average profits for these investments were $8,092, $11,268, 
.'amd $l'(D.jl79 for Itihese respective years. 

The'.davideuds and withdrawals reported amounted to $31,801 in 
t935, $iL62.,180 m 1936, and $137,699 hi 1937; and the additional 
money {paid m $14,375 in 1935, S18,019 in 1936, and $65,199 in 
1®37.. 
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The average borrowed money was 35.39 percent of the total invest
ment in the entire business in 1935, 39.86 percent in 1936, and 41.90 
percent in 1937. 

The average annual interest rates paid for borrowed nioney, com
puted on the interest reported, were 6.66 percent in 1935, 5.95 percent 
in 1936, and 5.80 percent in 1937. 

The amoimts deducted from the investments of this group of dis
tributors for appreciation and goodwill were $9,714 in each of the 
years 1935, 1936, and 1937. 

Investments, profits, and rates of return—South Atlantic States.—The 
following table shows the results for dealers and for distributors 
operating in the South Atlantic States for the 3''ears 1935-37. 

TABLE 126.—Investments, profits, and rates of return for motor-vehicle dealers and 
disirib-uiors, located in the South Atlantic Stales, years 1936-37 

Dealers 

1935 1936 1937 

Distributors 

Number of dealers and distributors. 

INVE3TMENTS 

Total investment in entire business. 
Deduct outside investments 

20 

$1,810,664 
64,994 

Total investment iu motor-vehicle 
business. 

Deduct borrowed money 
1, 755,640 

713,3,56 

Dealers' and distributors' investment 
in motor-vebicle business . . 

Add outside investments 
1,042,284 

54,994 

D ealers' and distributors' investment 
in entire business 

Profits applicable to total investment in 
entire business. 

Deduct profits on outside investments 
251,811 

919 

Profits applicable to total invest
ment in motor vehicle business... 

Deduct intere^it on borrowed money 
250,892 
67, 606, 

Profits applicable to dealers and 
distributors on motor-vehicle 
business. 

Add profits on outside investments 
193, 386 

919 

Profits applicable to dealers and 
distributors on entire busiuess 
(all profits are before deducting 
iucome taxes)... 

KATES OF HETUEN ON INVESTMENTS 

On total investment in entire business 
On total investment in motor-vehicle 

business 
On dealers' and distributors' investment 

in motor vehicle business 
On dealers' and distributors' investment 

in entire business.. 

194,305 

Percent 
13.91 

14. 29 

18. 56 

17. 71 

$2, 077, 082 
48, 667 

$2, 352, 751 
42, 784 

2, 028,615 
844, 888 

2, 309, 967 
980, 330 

1,183, 627 
48, 66: 

1, 329, 63' 
42, 784 

1, 232,194 1, 372, 421 

440, 441 
1, 776 

438, 421 
1,579 

444, 666 
6,5, 685 

436, 842 
67, 538 

379, 081 
1,775 

369, 304 
i ; 679 

380,866 

Percent 
21.49 

21.92 

32.03 

30.91 

370, 883 

Percent 
18.63 

18.91 

27.77 

27.02 

U, 933, 518 
152, 339 

$2, 236, 390 
127, 867 

$2, 510, 862 
120, 937 

1, 781,179 
604, 955 

1, 176, 224 
152, 339 

1, 328, 663 

161,8,54 
23, 019 

138, 835! 
41,353 

97,-
23,019 

120, 501 

Percent 
8,37 

7,79 

8. 29 

9.07 

2,103, 529 
786, 601 

2, 389, 925 
933, 074 

1, 322, 868 
127, 807 

1, 4,56, 251 
120, 937 

1,450,735 1,577,188 

211, 175 
15, 038 

195, ,53' 
52, 212 

143, 325 
15, 038 

158, 963 

Percent 
9.44 

9.27 

10.83 

10.96 

177, ,583 
12, 006 

166, ,577 
61, 047 

104, 530 
12,006 

116,336 

Percent 
7.07 

C,9'3; 

r ,I8 

7.3'9i 

The table preceding shows the results for the dealers and for the 
distributors operating in the South Atlantic States for the years 
1935-37. 

Dealers' results.—The results for 1935 comprise the operations of 
36 dealers, 9 of these showing losses and 27 profits. Of the 40 dealers 
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operating in 1936, 5 show losses and 35 show profits. The operations 
of 45 dealers were included in 1937, 12 showing losses and 33 showing 
profits. 

The table shows the average retums on the total investment in the 
motor-vehicle business as 14,29 percent in 1935, 21.92 percent in 1936, 
and 18.91 percent in 1937. 

The a,vera,ge returns on the total investment in the entire business 
were 13.91 percent in 1936, 21.49 percent in 1936, and 18.63 percent in 
1937. 

The average returns for the dealers' investment in the motor-vehicle 
business were 18,55 percent in 1935, 32,03 percent in 1936, and 27.77 
percent in 1937; and the average returns for the dealers' investment in 
the entire business were 17.71 percent in 1935, 30,91 percent in 1936, 
and 27.02 percent in 1937. 

The rates of returu for the individual dealers varied greatly. 
I n 1935 the rates of return on the dealers' investment in the motor-

vehicle business ranged from a loss of 39.47 percent to a profit of 
49.80 percent for tbe 36 dealers. In 1936 the range for the 40 dealers 
was from a loss of 34,70 percent to a profit of 94.52 percent. I n 1937 
tbe range for the 45 dealers was from a loss of 40.92 percent to a profit 
of 102.06 percent. 

I n 1936, the dealer showing 94.52 percent profit showed the total 
amoimt of profits somewhat less than the average for the group, but 
his investment was less than one-tlurd of the average investment. In 
1937 the dealer showing the profit of 102.06 percent had a,n investment 
about 2.81 times the average investment for the group, his total profits 
were more than 10 times the average for the group and nearly twice as 
large as those of any other dealer in the group. The return on his 
total investment was 70.16 percent. The dealer showing the loss of 
40.92 percent showed the largest total amount of loss except 3 and his 
investment was less than one-thhd of the average investment for the 
group. The return on his total investment was a loss of 14.95 percent. 

The dealers' yearly average investment in the motor-vehicle busi
ness was $28,952 in 1935, $29,591 in 1936, and $29,547 in 1937, and 
the average profits for these investments were $5,372 in 1935, $9,477 
in 1936, and $8,207 in 1937. 

The vearly averages of the total investments in the motor-vehicle 
business were $48,768 in 1935, $50,713 in 1936, and $51,333 in 1937; 
and tbe average profits were $6,969 in 1935, $11,117 in 1936, and 
$9,708 in 1937.̂  

The dividends and witlidra'vs'^ls reported amounted to $132,418 in 
1935, $280,689 m 1936, a,nd $262,813 in 1937, and the additional money 
paid in was $29,669 in 1935, $68,612 in 1936, and $81,163 in 1937. 

The ratios of borrowed money to the total investments in the entire 
business were 39.40 percent, 40,68 percent, and 41.67 percent for the 
respective years. 

'The average annual interest rates paid on borrowed money, com
puted on the interest reported, were 8.06 percent in 1935, 7.76 percent 
in 1936, and 6.89 percent in 1937. 

The amounts deducted from tbe investments of this group of dealers 
for appreciation and goodwill were $893 in. 1936, $7,393 in 1937, and 
nothing in 1935. 

Distributors' results.—The results for 1935 comprise the operations 
of 20 distributors, 2 showing losses and 18 showing profits in the motor-
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vehicle business. In 1936 the results for 22 distributors are given, 3 
showing losses and 19 profits and in 1937 of 25 distributors, 5 showed 
losses and 20 profits. 

The table shows the average returns on the total investment in the 
motor-vehicle business as 7.79 percent in 1935, 9.27 percent for 1936, 
and 6.93 percent for 1937. 

The average returns on the total investment in the entire business 
were 8.37 percent, 9.44 percent, and 7.07 percent for the respective 
years. 

The average retums for the distributors' investment in the motor-
veiiicle business were 8,29 percent m 1935, 10.83 percent in 1936, and 
7.18 percent in 1937, and the average retums for the distributors' 
investment in tbe entire business were 9.07 percent, 10.96 percent, 
and 7.39 percent for the respective ĵ ears. 

The rates of return for the indiAddual distributors varied greatly. 
In 1935 the rates of return on the distributors' investment in the 

motor-vehicle business ranged from a loss of 3.36 percent to a profit 
of 47.25 percent for the 20 distributors. In 1936 the range for the 
22 distributors was from a loss of 5.41 percent to a profit of 83.46 per
cent. In 1937 the range for the 25 distributors was from a loss of 
10.69 percent to a profit of 167.36 percent. 

In 1936 the distributor showing a profit of 83.46 percent showed a 
profit about 70 percent higher tha,n the average profit for the group 
and an investment very much smaller than the average. The return 
on the total investment was 34.82 percent. In 1937 the distributor 
showing the profit of 167.36 percent showed a total profit exceeding 
all others of the group, except one, and the distributor's investment 
was the smaUest of the group, except two. The return on the total 
investment was 19.51 percent. 

The distributors' average yearly investments in the motor-vehicle 
business were $58,811 m 1935, $60,130 in 1936 and $58,250 in 1937, 
and the average yearly profits for these investments were $4,874, 
$6,515, and $4,181 for the respective years. 

The total average yearly investments in the motor-vehicle business 
were $89,059 in 1935, $95,842 in 1936, and $95,597 in 1937, and the 
yearly average profits for these investments were $6,942, $8,888, and 
$6,623, for these respective years. 

The dividends and withdrawals reported amounted to $33,531 in 
1935, $99,921 in 1936, and $82,199 in 1937; and the additional money 
paid in was $14,500 m 1935, $54,430 in 1936, and $37,125 m 1937. 

The average borrowed money was 31.29 percent of the total invest
ment in the entire business in 1935, 35.13 percent in 1936, and 37.19 
percent in 1937. 

The average annual interest rates paid for borrowed money, com
puted on the interest reported, were 6.84 percent in 1935, 6.65 percent 
in 1936, and 6.54 percent m 1937. • 

No amounts were deducted from investments of this group of dis
tributors for appreciation and goodwill. 

Investments, profits, and rates of return—East South Central States.— 
The following table shows the residts for dealers and for distributors 
located in the East South Central States for years 1935-37. 
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TABLE 127.—Invesljnents, profits, and rates of return for motor vehicle dealers and 

distributors, located in the East Souih Central States, years 1936-37 

Number of dealers and distributors.. 

INVE.STMENTS 

Total investment in entire business. 
Deduct outside investments 

Total investment in motor-
vehicle business 

Deduct borrowed money 

Dealers' and distributors' in
vestment iu motor-vehicle 
business 

Add outside investments 

Dealers and distributors in
vestment iu entire business.. 

PB0TIT3 

Profits applicableto total investment 
in entire business 

Deduct profits on outside invest
ments 

Proflits applicable to total in
vestment in motor-vebicle 
business 

Deduct interest on borrowed money. 

Profits applicable to dealers 
aud distributors on motor-
vehicle business 

Add profits on outside investments.. 

Profits applicable to dealers 
and distributors on entire 
business (all profits are be
fore deducting income taxes). 

KATES o r RETUKN ON INVESTMENT 

On total investment in entire busi
ness 

On total investmentin motor-vehicle 
business 

Ou dealers' aud distributors' iuvest-
ment in motor-vehicle business 

On dealers' and distributors' invest
ment in entire business 

Dealers 

1935 

$1,189, 844 
7, 719 

1,182.125 
373,014 

808, 611 
7, 719 

810, 230 

124, 814 

124, 814 
29, 326 

95, •188 

Percent 

10.49 

10. 66 

11.81 

11. 70 

1936 

17 

$1,435,158 
8,222 

1, 426, 936 
442,186 

984, 750 
8, 222 

992, 972 

260, 387 

260, 387 
34, 924 

225, 463 

225,463 

Percent 

18,14 

IS, 25 

22,90 

22, 71 

1937 

18 

$1, 602, 036 
10, 400 

1, 591,636 
631,006 

1,060, 630 
10,400 

1, 071, 030 

168, 718 

168,718 
39, 074 

129, 044 

129, 644 

Percent 

10. 53 

10. 60 

12.22 

12.10 

Distributors 

1935 

10 

$773, 6,50 
134, 756 

638, 894 
290, 369 

348, 526 
134, 756 

483, 281 

83, 489 

4,999 

78, 490 
22, 769 

56, 721 
4,999 

60, 720 

Percent 

10.79 

12.29 

15.99 

12. 56 

1936 

12 

$1,066, 864 
124,977 

941, 887 
436, 266 

505, 032 
124, 977 

630, 609 

175, 744 

2, 164 

173, 580 
38, 394 

135,186 
2,164 

137, 350 

Percent 

16,47 

18.43 

26.74 

21.78 

1937 

12 

$1.117,275 
118,405 

998, 810 
423, 796 

575, 014 
118, 465 

693,479 

217, 246 

> 2, 004 

219, 250 
31, 980 

187. 270 
1 2, 004 

186, 268 

Percent 

19.44 

21.95 

32.67 

26.72 

1 P.ed figures. 

The table preceding shows the results for the dealers and for the 
distributors operating in the East South Central States, years 1935-37. 

Dealers' results.—The results for 1935 comprise the operations of 12 
dealers, 2 of these showing losses and 10 profits. Of the 17 dealers 
operating in 1936, 3 show losses and 14 show profits. The operations 
of 18 dealers were included in 1937, 3 showing losses and 15 showing 
profits. 

The table shows the average returns on the total inves tment in the 
motor-veliicle business as 10.56 percent hi 1935, 18.25 percent in 1936, 
and 10.60 percent in 1937. 

The average returns on total investment in the entire business were 
slightly lower each year than the above rates. 
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:: The average returns for the dealers' investment in the motor-vehicle 
: ! business were 11.81 percent in 1935, 22.90 percent in 1936, and 12.22 
;. percent in 1937; and the'average returns for the dealers' investment 

in the entire business were 11.70 percent for 1935, 22.71 percent for 
: 1936, and 12.10 percent for 1937. 
I ; The rates of return for the mdividual dealers varied greatly. 
II j In 1935 the rates of return on the dealers' investment in the motor 
•ilj vehicle bushiess ranged from a loss of 22.05 percent to a profit of 54,56 

•'li percent for the 12 dealers. I n 1936 the range for 17 dealers was from 
•; :| a loss of 54,61 percent to a profit of 103.42 percent. I n 1937 the range 
\ i for 18 dealers was from a loss of 37,72 percent to a profit of 65.46 
i I percent. 
1 In 1936 the dealer showing the profit of 103.42 percent showed a 

• total amount of profit more than 5 times the average for the group, 
and his investment was about 20 percent greater than the. average. 

'i ' The dealers' yearly average investment in the motor-vehicle busi-
t\ ness was $67,376 in 1935, $57,926 in 1936, and $58,924 in 1937, and 
. ' the average profits for these investments were $7,957 in 1935, $13,263 

in 1936, and $7,202 in 1937, 
[- The yearly averages of the total investments in the motor-vehicle 

business were $98,510 in 1935, $83,937 in 1936, and $88,424 in 1937; 
I: and the average profits were $10,401 in 1935, $15,317 in 1936, and 

i^, $9,373 in 1937, 
I! ' The dividends and withdrawals amoimted to $63,722 in 1935, 
i' $149,573 in 1936, and $99,360 in 1937, and the additional money paid 
: ; ; in was $14,316 m 1935, $26,025 in 1936, and $17,465 in 1937. 
; I The ratios of borrowed money to the total investments in the entire 

business were 31.40 percent in 1935, 30.81 percent in 1936, and 33.15 
i : percent in 1937. 
i The average annual interest rates paid on borrowed money, com

puted on the interest reported, were 7.85 percent in 1935, 7.90 percent 
in 1936,_ and 7.-36 percent in 1937. 

Nothing was deducted from investments by this group of dealers 
> for appreciation and goodwill during this 3-year period. 
[, Distributors' results,—The results for 1935 comprise the operations 
il of 10 distributors, 3 showing losses and 7 showing profits in the motor-
•; vehicle business. I n 1936 the residts for 12 distributors are given, 2 

showing losses and 10 showing profits, and in 1937 the residts for 12 
I distributors are given, only 1 of which shows a loss while 11 show 
':| profits. 
'i The table shows the average returns on the total investment hi the 

motor-vehicle business as 12.29 percent in 1935, 18.43 percent m 1936, 
and 21.95 percent in 1937. 

: •; The average returns on the total investment in the entire business 
were 10.79 percent in 1935, 16.47 percent in 1936, and 19.44 percent 
in 1937. 

!: The average returns for the distributors' investment in the motor-
I vehicle business were 15.99 percent in 1935, 26.74 percent in 1936, 
lj; and 32,57 percent in 1937, and the average returns for the distrib-
i utors' investment in the entire business were 12,56 percent in 1935, 

•p ;!; 21,78 percent in 1936, and 26.72 percent in 1937. 
l i :' The rates of return for individual distributors varied greatly. 
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In 1935 the rates of return on the distributors' investment in the 

motor-vehicle business ranged from a loss of 12.55 percent to a profit 
of 57.70 percent for the 10 distributors. In 1936 the range was 
from a loss of 15.22 percent to a profit of 96.98 percent for 12 dis
tributors. In 1937, for 12 distributors, the range was from a loss of 
0.64 percent to a profit of 51.98 percent. 

The distiibutors average vea.rly investments in the motor-vehicle 
business wme $34,853 in 1935, $42,136 in 1936, and $47,918 in 1937, 
and the average yearly profits for these investments were $5,572 in 
1935, Sli,266 in 1936,'and $15,606 in 1937. 

In r936 the distributor showing a profit of 96,98 percent had the 
largest amount of profit, of any of the distributors in the group, 
more than 4K times the average for the group. His investment was 
ab'OWt 25 percent more than the average. The return on the total 
inxfiestment was 45.32 percent. 

The total a,verage yearlv investments in the motor-vehicle business 
were $63,889 hi 1935, $78,491 in 1936, and $83,234 in 1937, and the 
yearly average profits for these investments were $7,849, $14,465, 
and $18,271 for these respective ĵ 'ears. 

The dividends and withdrawals reported amounted to $12,684 in 
1935, $63,656 in 1936, and $96,174 in 1937, and the additional money 
paid iu was $10,870 m 1935, $17,642 in 193'B, and $15,201 in 1937. 

The average borrowed money was 37.53 percent of the total invest
ment in the entire business in"1935, 40.89 percent in 1936, and 37.93 
percent in 1937. 

The average annual interest rates paid for borrowed money, 
compufted on'tke interest reported, were 7.84 percent in 1935, 8.80 
perc^Jiit in 1936, and 7.55 percent in 1937. 

N-othing was deducted b3̂  this group of distributors frona invest-
menits for apjsreciation and goodwill during this 3-year period. 

'̂mestnients,, profits,, vmd rates of return—West South Central States.— 
Tbe following table show-s the results for dealers and for distributors 
loisuted in ths West 'Smith Central States for years 1935-37, 

Tv'rBL'B 128,—J-rme'siments, rprofits, and rates of return for motor-vehicle dealers and 
distributors, lacdied 4n'the West South Central States, years 1936-37 

Dealers Distributors 

1935. 19,36 1937 1935 1936 1937 

Haindbet of dci&rsiand'distribirtors.. 

INVESTMENTS 

IT-Otal investment in eufire business-. 
ilJeductoutsideiiuvestments.. . 

.TotAl investment in rmotor-
vehicJel-fensiness 

tI±>edUGt-borrow6fl money... . . . 

iDealers' airfl [distributors' in
vestment, iin motor-vctudle 
business.. . - . 

.iA3S&outside-inT<slimeut5 

•Dealers' acB (distributors' 'hi-
westroentitDienliire !busi!iess„ 

28 

$1,914,627 
264,677 

32 

$2, 211,321 
306, 721 

35 

$2,023, ,519 
312,643 

14 

$1,370, 811 
87, G12 

18 

Sl, SOO,499 
160,093 

20 

$2,417,727 
224, 874 

Haindbet of dci&rsiand'distribirtors.. 

INVESTMENTS 

IT-Otal investment in eufire business-. 
ilJeductoutsideiiuvestments.. . 

.TotAl investment in rmotor-
vehicJel-fensiness 

tI±>edUGt-borrow6fl money... . . . 

iDealers' airfl [distributors' in
vestment, iin motor-vctudle 
business.. . - . 

.iA3S&outside-inT<slimeut5 

•Dealers' acB (distributors' 'hi-
westroentitDienliire !busi!iess„ 

1,649,860 
581, 940 

1, 904,000 
688,593 

2,310,906 
«37, 014 

1, 283,199 
619,112 

1,640,406 
853, 327 

2,192,8,53 
1, 274, 796 

Haindbet of dci&rsiand'distribirtors.. 

INVESTMENTS 

IT-Otal investment in eufire business-. 
ilJeductoutsideiiuvestments.. . 

.TotAl investment in rmotor-
vehicJel-fensiness 

tI±>edUGt-borrow6fl money... . . . 

iDealers' airfl [distributors' in
vestment, iin motor-vctudle 
business.. . - . 

.iA3S&outside-inT<slimeut5 

•Dealers' acB (distributors' 'hi-
westroentitDienliire !busi!iess„ 

1, 067, 910 
264, 677 

1, 218, 007 
306, 721 

1,473,892 
312,643 

604, 087 
87, 612 

787,079 
• 160, 093 

918,057 
224,874 

Haindbet of dci&rsiand'distribirtors.. 

INVESTMENTS 

IT-Otal investment in eufire business-. 
ilJeductoutsideiiuvestments.. . 

.TotAl investment in rmotor-
vehicJel-fensiness 

tI±>edUGt-borrow6fl money... . . . 

iDealers' airfl [distributors' in
vestment, iin motor-vctudle 
business.. . - . 

.iA3S&outside-inT<slimeut5 

•Dealers' acB (distributors' 'hi-
westroentitDienliire !busi!iess„ 1,332,587 1, 624,728 1, 786, 635 761, 699 947,172 1,142, 931 
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T A B L E 128.—Investments, profi ts , and rates of r e tu rn f o r motor-vehicle dealers and 
distr ibutors , located i n ihe Wesi South Central States, years 1 9 3 5 - 3 7 — C o n t i n u e d 

PROFITS 

Profits applicable to total investment 
in entire business 

Deduct profits on outside invest
ments 

Profits applicable to total in
vestment in motor-vehicle 
business 

Deduct interest on borrowed money.. 
Profits applicable to dealers 

aud distributors on motor-
vehicle business 

Add profits on outside investments.. 

Profits applicable to dealers 
and distributors on entire 
business (all profits are be
fore deducting income taxes). 

RATES o r RETURN ON rSTVESTMENT 

On total investment inentire business. 
On total mvestment in motor-vehicle 

business 
On dealers' and distributors' invest

ment in motor-vehicle business 
On dealers' and distributors' invest

ment iu entire business 

Dealers 

1935 

194,120 

10, 429 

183, 691 
46,051 

138, 640 
10,429 

149,069 

Percent 
10.14 

11.13 

12.98 

11.19 

445, 777 

0,609 

439,168 
63,613 

385,565 
6,609 

392,164 

Percent 
20.16 

23.08 

31,65 

26,72 

1937 

376,852 

10,080 

366, 772 
00, 380 

306, 392 
10, 080 

316,472 

Percent 
14, 30 

15,87 

20.79 

17.71 

Distributors 

1935 

189, 983 

1,402 

188, 681 
45,632 

143, 049 
1,402 

144,451 

Percent 
13.86 

14.70 

21.64 

19.22 

1936 

351,944 

7,128 

344,816 
60,649 

284, 267 
7,128 

291, 395 

Percent 
19,65 

21,02 

36.12 

30.76 

1937 

282,868 

6,646 

270, 222 

188,189 
6,646 

194,835 

Percent 
11,70 

12, CO 

20.60 

17,05 

The table preceding shows the results for dealers and for distrib
utors operating in the West South Central States for the years 1935-37. 

Dealers' results,-—The results for 1935 comprise the operations of 
28 dealers, 5 showing losses and 23 showing gains for the year. Of 
the 32 dealers operating in 1936, 2 show losses and 30 show gains. 
In 1937, when 35 clealers operated, 6 show losses and 29 show gains. 

The table shows the average returns on the total investment in the 
motor-vehicle business as 11.13. percent in 1935, 23.06 percent in 
1936, and 15.87 percent in 1937, and the average returns on the total 
investment in the enthe business 10.14, 20.16, and 14.36 percent for 
the respective years. 

The average returns on the dealers' investment in the motor-vehicle 
business were 12.98 percent in 1935, 31.65 percent m 1936, and 20.79 
percent in 1937, and the average returns on the dealers' investment 
in the entire business were 11.19, 25.72, and 17.71 percent for the 
respective years. 

The total average investments in the motor-vehicle business were 
$.58,923 in 1935, $59,519 in 1936, and $66,026 in 1937, and the total 
average profits $6,560, $13,724, and $10,479 for the respective years. 

The rates of return for the individual dealers varied greatly. In 
1935 the rates of -return on the dealers' investment in the motor-
vehicle business ranged from a loss of 11.75 percent to a profit of 80,75 
percent for the 28 dealers. In 1936 the range was from a loss of 35.17 
percent to a profit of 117.07 percent for the 32 dealers, and in 1937 
the range was from a loss of 124,94 percent to a profit of 118.67 per
cent for the 35 dealers. In 1935 the dealer showing tbe highest rate 
of profit also had the largest amoimt of profit with one exception 
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and his hivestment was considerably below the average. The return 
on the total investment was 54.50 percent. In 1936 the dealer show
ing the 117.07 percent profit showed lus total amount of profits as 
about 26 percent greater than the average for the group and the 
investment only a trifle over one-third of the average. I n 1937 the 
dealer showing the loss of 124.94 percent had next to the largest 
amount of loss and his hivestm-ent was only 43 percent of the average 
due partly to a large deficit. The return on the total investment 
was a loss of 50,41 percent. 

The dealers' yearly average investment in the motor-vehicle 
busmess was $38,140 in 1935, $38,063 in 1936, and $42,111 in 1937, 
and the dealers' average profits, $4,95], $12,049, and $8,754, for the 
respective years. 

The yearly averages of the total investments m the motor-vehicle 
business were $58,923 hi 1935, $59,519 m 1936, and $66,026 in 1937; 
and the average profits were $6,360 m. 1935, $13,724 hi 1936, and 
$10,479 in 1937. 

The dividends and withdrawals reported amounted to $63,787 hi 
1935, $254,466 in 1936, and $178,457 in 1937. The additional money 
paid in was $11,305 in 1935, $93,565 hi 1936, and $71,634 m. 1937. 

The borrowed money, including bonds and mortgages, was 30.40 
percent of the total investment in the enthe business in 1935, 31.05 
percent in 1936, and 31.90 percent hi 1937. 

The average annual interest rates paid on borrowed money, com
puted on tbe interest reported, were 7.74 percent m 1935, 7.81 percent 
in 1936, a,nd 7.21 percent m 1937. 

Appreciation and goodwill amomiting to $685 and $2,042 were 
deducted from the investments for 1936 and 1937, respectively. 

Distributors' results.—The results for 1935 comjuise the operations 
of 14 distributors, 3 showing losses and 11 showmg profits m the motor-
vehicle business. I n 1936 the results for 18 distributors are shown, 
only 1 showing a loss and 17 showing profits, and in 1937, of the 20 
distributors operatmg, 2 show losses and 18 show profits. 

The table shows the average retums on the total investment in 
the motor-vehicle business as 14.70 percent in 1935, 21.02 percent in 
1936, and 12.60 percent m 1937, and the average returns on the 
enthe business as 13.86, 19,55, and 11.70 percent for the respective 
years. 

Tbe average returns for the distributors' investment in the motor-
vehicle busmess were 21.54 percent in 1935, 36.12 percent in 1936 
and 20.50 percent in 1937, and the average returns on the distributors' 
investment in the entire business were 19.22, 30.76, and 17.05 percent 
for the respective j^ears. 

The rates of return for the individual distributors varied greatly. 
I n 1935 the range was from a loss of 6.50 percent to a profit of 114.36 
percent for the 14 distributors. I n 1936, from a loss of 2.36 percent 
to a gain of 144.68 percent for the 18 distributors; and in 1937, from a 
loss of 67.05 percent to a profit of 98.76 percent for the 20 distributors. 
The profits of 114.36 percent in 1935 and 98.76 percent in 1937, were 
made by the same distributor; his total amount of profits being much 
higher for these 2 years than a,ny other, and much higher than the 
average for the group. The investment was about the average in 
1935 and about 50 percent higher in 1937. The retums on the total 
investment were 60.11 percent in 1935 and 59.12 percent in 1937. 
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I n the year 1936 the distributor showing 144.68 percent profits showed 
profits about 48 percent above the average for the group and his 
investment was about 63 percent less than the average. 

The distributors' average yearly investments in the motor-vehicle 
business were $47,435 in 1935, $43,727 in 1936, and $45,903 in 1937, 
and the average j'early profits for tliese investments were $10,218, 
$15,793, and $9,409 for the respective years. 

The total average yearly investments in the motor-vehicle business 
were $91,657 in 1935, $91,134 in 1936 and $109,643 in 1937 and the 
average profits $13,470, $19,156, and $13,811 for the respective ji-ears. 

The dividends and withdrawals reported were $54,825 in 1935, 
$150,597 in 1936 and $155,250 in 1937 and the additional money 
paid in was $15,000, $28,294 and $53,327, for the respective years. 

Tbe average borrowed monej- was 45.16 percent of the total invest
ment in the entire business in 1935, 47.39 percent in 1936 and 52.73 
percent in 1937. 

The aA '̂erage annual interest rates paid for borrowed money, 
computed on the interest reported, were 7.35 percent in 1935, 7.10 
percent hi 1936, and 6,91 percent in 1937. 

This group sliowed no appreciation or goodwill included for any 
of the 3 years. 

Investments, profits, and -rates of return—Mountain States,—The 
following table shows the results for dealers and for distributors 
located in the Moimtain States for j^ears 1935-37, 

TABLE 129,—Investments, profits, and rates of return for motor-vehicle dealers nnd 
distributors, located in the Moimtain States, years 1936-37 

Number of dealers and distr ibu tors. . 

INVEST-MENT.S 

Tota l investment i n entire business.. 
Deduct outside investments 

Total invcstmeut in motor-vehicle 
business 

Deduct borrov^'cd money 

Dealers' and distributors ' invest
ment in motor vehicle business.. 

A d d outside investments 

Dealers' and distributors ' invest
ment in entire business 

Profits applicable to total investment in 
entire busiuess 

Deduct profits on outside investments 

Profits applicable to total invest
ment in molor-veliicle business... 

Deduct interest on borrowed money 

Profits applicable to dealers and dis
tributors ou motor-vehicle busi
ness... 

A d d profits on ou(.side iiivcsf.menfrS 

Profits applicable to dealers and dis
tributors on entire business (all 
profits are before deducting i n 
come taxes) 

Dealers 

1935 

869,5, 987 
14,525 

681,462 
200, 930 

480, 632 
14, 525 

495, 057 

65, 386 
16, 300 

49,1 

1936 

$759,165 
12, 427 

746, 738 
228, 640 

518,098 
12, 427 

530, ,525 

124, 964 

124, 964 
19, 482 

10,5,482 

49, 086 105, 482 

.$806, 101 
11,346 

853, 755 
310, 596 

543,159 
11, 346 

564, ,506 

107, 990 

107, 996 
23,811 

, 185 

Distr ibutors 

$1,202,900 
42, 945 

1,160,015 
370,831 

789,184 
42, 945 

139, 895 
379 

139,516 
25.820 

113, 696 
379 

1936 

$1,367,808 
39, 762 

1,328,100 
453, 375 

874, 731 
39, 762 

914, 493 

197,327 
347 

196, 980 
29, 007 

1937 

$1,623,905 
•12, 921 

1, 680, 984 
468,145 

1,11-2, £39 
42, 921 

1, 155, 700 

106, 7,58 
100 

105, 658 
28, 0-50 

167,973 j 77,602 
,547 100 

185 114,075 108,320 77,702 
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TABLE129.—hivestments, profits, and rates of return for rnotor-vehicle dealers and 

dislributors, located in the Mouniain States, years 1935-37—Continued. 

Dealers Distributors 

1936 1930 1937 1935 1936 1937 

KATES OF RETURN ON INVE.STMENT 

On total investment in entire business 
Percent Percent Percent Percent Percent Percent 

On total investment in entire business 9, 39 16. 46 12.48 11.63 14.43 6.61 
On total investmentin motor-veliicle busi

ness... . . 9,59 16. 73 12.66 12.03 14.83 6.68 
On dealers' and distributors' investment 

in motor vehicle business 10, 21 20.36 1,5. ,50 14.41 19.20 6.97 
On dealers' and distributors' investment 

in entire business . . . . 9, 92 19. 88 1,5.18 13.71 18.41 6.72 

The table preceding shows the results for tbe dealers and for the 
distributors operating in the Mountain States for the j-ears 1935-37. 

Dealers' results.—The results for 1935 comprise the operations of 
13 dealers, 2 of these showing losses and 11 profits. Of the 14 dealers 
operating in 1936, 2 show losses and 12 show profits. The operations 
of 15 dealers were included in 1937, 4 showing losses and 11 showing 
profits. 

The table shows the average returns on the. total investment in the 
motor-vehicle business as 9.59 percent in 1935, 16,73 percent in 1936, 
and 12.65 percent in 1937. 

The average returns on the total investment in the entire business 
were slightly lower each year, being 9,39 percent in 1935, 16.46 percent 
in 1936, and 12.48 percent in 1937. 

The average returns for the dealers' investment in the motor-vehicle 
business v/ere 10,21 percent in 1935, 20.36 percent in 1936, and 15,50 
percent in 1937; and the average returns for the dealers' investment 
in the entire business were 9,92 percent for 1935, 19.88 percent for 
1936, and 15.18 percent for 1937, ^ 

The rates of return for the individual dealers varied greatly. 
I n 1935 the rates of return on the dealers' investment in the motor-

vehicle business ranged from a loss of 7.83 percent to a profit of 48.93 
percent for the 13 dealers. I n 1936 the range for the 14 dealers was 
from a loss of 6.40 percent to a profit of 47,85 percent. I n 1937 the 
range for the 15 dealers was from a loss of 29,48 percent to a profit of 
43.80 percent. 

The dealers' yearly average investment in the motor-vehicle business 
was $36,964 in 1935, $37,007 in 1936, and $36,211 in 1937; and the 
average profits for these investments were $3,776 in 1935, $7,534 in 
1936, and $5,612 in 1937. 

The vearly averages of the total investments in the motor-vehicle 
business were $52,420 in 1935, $53,338 in 1936, and $56,917 in 1937; 
and the avera.ge profits were $5,030 in 1935, $8,926 in 1936, and $7,200 
in 1937. 

The dividends and witbdrawa.ls reported amounted to $60,953 in 
1935, $55,013 in 1936, ancl $97,759 in 1937; and the additional money 
paid in was $18,425 in 1937, nothing in 1935 or 1936. 

The ratios of borrowed money to the total investment in the entire 
business were 28.87, 30.12, and 35.90 percent for the respective ĵ -ears. 

The average annual interest rates paid on borrowed money, com
puted on the interest reported, -were 8.11 percent in 1935, 8.52 percent 
in 1936, and 7.67 percent ui 1937. 
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This group showed no a,ppreciation or goodwill included for any of 
the 3 years. 

Distributors' results.—The results for 1935 comprise the operations 
of 12 distributors, 1 showing a loss and 11 showing profits in the motor-
vehicle business. In 1936 the results for 14 distributors 'are given, 2 
shoAvhig losses and 12 profits; and in 1937 the results for 15 distribu
tors are given, 4 showing losses and 11 profits. 

Tbe table shows tbe average retums on the total investment in the 
motor-vehicle business as 12.03 percent in 1935, 14.83 percent for 1936, 
and 6,68 percent for 1937. 

The average returns on the total investment in the entire business 
were 11.63, 14.43, and 6.51 percent for the respective yea,rs. 

The average retums for the distributors' investment in the motor-
vehicle business were 14.41 percent in 1935, 19,20 percent in 1936, and 
6.97 percent in 1937; and the average returns for the distributors' in
vestment in the entire business were 13.71, 18.41, and 6.72 percent for 
the respective years. 

The rates of return for the individual distributors varied greatly. 
In 1935 the rates of retum on the distributors' investment in the 

motor-vehicle business ranged from a low of 4.29 up to 38.71 percent 
in profits for the 12 distributors. In 1936 the ra,nge for the 14 dis
tributors was from a loss of 13.34 percent to a profit of 121.40 percent. 
In 1937 the range for the 15 distributors was from a loss of 51.79 
percent to a profit of 97.57 percent. 

In 1936 the distributor showing the profit of 121.40 percent had an 
investment of about 8 percent of tbe average for the group, and his 
profits were about 47 percent of the average profits for the group. 
The retum on tbe total investment was 36.86 percent. In 1937 the 
same distributor's profit was 97.57 percent. His investment was about 
11 percent of the average for the group and his total profits about 
twice the average. The return on the total investment was 45.70 
percent. 

The distributors' average yearly investments in the motor-vehicle 
busmess were $65,785 in 1935, $62,481 in 1936, and $74,189 in 1937; 
and the average yearly profits for these investments were $9,475, 
$11,998, and $5,173 for the respective years. 

The total average yearly investments in the motor-vehicle business 
were $96,668 hi 1935, $94,865 in 1936, and $105,399 in 1937; a,nd the 
yearly average profits for these mvestments were $11,626, $14,070, and 
$7,044 for these respective years. 

The dividends and withdrawals reported amounted to $32,493 in 
1935, $97,821 in 1936, and $96,264 in 1937; and the additional money 
paid in was $6,500 in 1935, $4,000 in 1936, and nothing in 1937. 

The average borrowed money was 30.83 percent of the total invest
ment in the entire bushiess in 1935, 33.14 percent in 1936, and 28,83 
percent in 1937. 

The average annual interest rates paid for borrowed money, com
puted on the interest reported, were 6.96 percent in 1935, 6.40 percent 
in 1936, and 6.99 percent in 1937. 

This group showed no appreciation or goodwill included for any of 
the 3 years. 

Investments, profits, and rates of return—Pacific States.—The follow
ing table shows the results for dealers and for distributors located in 
the Pacific States for 3''ears 1935-37: 
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TABLE 130.—Investments, profits, and rates of return for motor-vehicle dealers and 

distribidors, located in the Pacific States, years 1936-37 

Dealers 

1935 1936 1937 

Distributors 

1935 1936 1937 

Number of dealers and distributors . 

INVESTMENTS 

Total investment in entire business. 
Deduct outside investments... 

32 35 

$1,609,991 
67, 295 

$1, 982,038 
81,480 

$2, 275, 240 
68, 547 

$2, 776,050 
24,035 

Total investment in motor-
vehicle business 

Deduct borrowed money 
1,542,696 

501,188 
1, 900, 6,52 

703, 379 
2, 206, 693 

909,882 

Dealers' and distributors' invest
ment in motor-vehicle busi
ness 

Add outside investments 
1,041,508 

07,295 
1,197,173 

81, 486 
1, 296, 811 

08, 547 

Dealers' and distributors' invest
ment in entire business 1,108,803 1, 278,659 1, 36,5, 358 

Profits applicable to total invest
ment in entire business 

Deduct profits on outside invest
ments 

183,970 295, 181 

Profits applictible to total in
vestment in motor-vebicle 
business 

Deduct interest on borrowed money. 

Profits applicable to dealers 
and distributors on motor-
vehicle business 

Add profits on outside investments.. 

Profits applicable to dealers 
and distributors ou entire 
business (all profits are before 
deducting income taxes) 

183, 976 
40, 241 

295,131 
49, 845 

221, 310 
00, 382 

143, 735 245, 336 100, 

143, 736 245, 336 160. 928 

KATES OT RETURN ON INVESTMENTS 

On totjil investment in entire busi
ness. 

On total investment in motor-
vehicle business 

On dealers' and distributors' invest
ment in motor vehicle business 

On dealers' and distributors' invest
ment in entire business 

Percent 
11.43 

11.93 

13,80 

12,96 

Percent 
14.89 

15.53 

20.49 

19.19 

Percent 
9.73 

10.03 

12.41 

11,79 

$3, 470,192 
21,193 

$3,832,446 
30,218 

2, 752, 015 
993,136 

3, 464, 999 
1, 368, 713 

3,802,228 
1, 619, 317 

1, 758, 879 
24, 035 

2,036, 286 
21,193 

2,282, 911 
30, 218 

1, 782, 914 2, 107,479 2, 313,129 

535, 734 

13 

661,723 

25 

535, 721 
68,102 

661, 698 
79, 072 

541, 670 

25 

541, 645 
83, 006 

407, 669 
13 

682, 620 
25 

468, 039 
25 

467, 672 582. 651 458, 664 

Percent 
19.30 

19. 47 

26. 58 

26,23 

Percent 
19.04 

19.16 

27.93 

27.65 

Percent 
14.13 

14.25 

20.09 

19.83 

The table' preceding shows the results for tbe dealers and for the 
distributors located in the Pacific States for the years 1935-37. 

Dealers' results.—The results for 1935 comprise the operations of 26 
dealers, 6 of tbese showing losses and 20 profits. Of 32 dealers 
operating in 1936, 8 show losses and 24 show profits. The operations 
of 35 dealers were included in 1937, 14 showing losses and 21 showing 
profits. 

The table shows the average returns on the total investment in 
the motor-vehicle business as 11,93 percent in 1935, 15.53 percent 
in 1936, and 10,03 percent in 1937. _ 

The average returns on tbe total investment hi the entire business 
were slightly lower each year than the above rates. 

The average returns for the dealers' investment in the motor-
vehicle business were 13,80 percent in 1935, 20,49 percent in 1936, and 

171233—39- -56 
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12.41 percent in 1937; and the average returns for the dealers'invest
ment in the entire business were 12.96 percent in 1935, 19,19 percent 
in 1936, and 11.79 percent hi ] 937. Tbe rates of return for individual 
dealers varied greatly. 

I n 1935 the rates of return on the dealers' investment in-tbe motor-
vehicle business ranged from a loss of 15.34 percent to a profit of 
57.09 percent for 26 dealers. In 1936 the range for 32 dealers was 
from a loss of 20.64 percent to a profit of 109.93 percent. In 1937 
tbe range for 35 dealers was from a loss of 93,28 percent to a profit 
of 89.03''percent, 

In 1936 the profit of 109,93 percent was shown by a dealer whose 
investment was only about 30 percent of the average for the group 
and whose profits were about 69 percent above the average. The 
return on the total investment was 48,53 percent. 

I n 1937 the profit of 89.03 was shown hy a dealer whose investment 
was about 46 percent of the average for the group and whose profits 
were over three times the average. 

The dealer showing the loss of 93.28 in 1937 shows an investment 
amounting to about 28 percent of the average for the group owing to a 
large deficit and shows losses greater tlia.n any other dealer in the 
group. 

The dealers' yearty average investment in the motof-vehicle 
business was $40',05S in 1935, $37,412 in 1936, and $37,052 in 1937, 
and the average profits for these investments were $5,528 in 1935, 
$7,667 in 1936, and $4,598 iu 1937. 

The yearly averages of tbe total investments in the motor-vehicle 
business were $59,334 in 1935, $59,392 in 1936, and $63,048 hi 1937; 
and the average profits were $7,076 in 1935, $9,224 hi 1936, and 
$6,323 in 1937, 

'The dividends and withdrawals reported amounted to $81,950 i n 
1935, $200,629 in 1936, and $131,020 in 1937 and the additional 
money paid in was $46,400 in 1935, $18,700 in 1936, and $17,535 
in 1937. 

The ratios of borrowed money to the total investments in the 
entire business were 31.13 percent, 35.49 percent, and 39.99 percent 
for the respective years. 

The average annual interest rates paid on borrowed money, com
puted on the interest reported, were 8.03 percent in 1935, 7,09 percent 
in 1936, and 6.64 percent in 1937, 

Nothing was deducted from the investments of this group of dealers 
for appreciation and goodwill during these 3 years, 

Distrih-utors' -results.—The results for 1935 comprise tbe operations 
of 9 distributors, all showing profits in the motor-vehicle business. In 
1936 the results for 10 distributors are given, 1 showing a loss and 9 
showing profits, and in 1937 the results of 11 distributors are given, 2 
showing losses and 9 showing profits. 

The table shows the average returns on the total investment in the 
motor-vehicle business as 19.47 percent in 1935, 19.15 percent in 1936, 
and 14,25 percent in 1937. 

The average returns for tbe total investment in tbe entire business 
were 19.30 percent in 1935, 19,04 percent in 1936, and 14.13 percent 
in 1937, 

The average retiums for tbe distributors' investment in the motor-
vehicle business were 26.58 percent in 1935, 27.93 percent in 1936, and 
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20,09 percent in 1937 and the average retums for the distributors' 
investment in the entire business were 26.23 percent, 27.65 percent, 
and 19.83 percent for the respective years. 

The rates of return for the individual distributors varied greatly. 
I n 1935 the rates of return on the distributors' investment in the 

motor-vehicle business ranged from a profit of 3,55 percent to a profit 
of 56.86 percent for the 9 distributors. I n 1936 the range for 10 
distributors was from a loss of 97.51 percent to a profit of 83.37 
percent. I n 1937 the range for 11 distributors was from a loss of 
95,22 percent to a profit of 85,44 percent. 

In 1936 the distributor showing the profit of 83.37 percent had an 
investment of only about 43 percent of the average for the group and 
his profits were about 23 percent greater than the average. 

The return on the total investment was 64.13 percent. The dis
tributor showing the loss of 97.51 percent in 1936 showed a large 
deficit. His investment was only about 17 percent of the average 
for the group and his losses were very large. The total investment 
showed a loss of 19.94 percent. 

I n 1937 the distributor showing the gain of 85.44 percent showed the 
smallest investment for the group, except one, only about 4 percent 
of the average for the group. The total amount of his profits were 
only about 16 percent of the average for the group. The return on 
the total investment was 71,35 percent for this distributor. 

The distributor showing the loss of 95.22 percent in 1937 showed a 
small deficit. His investment was less than 22 percent of the average 
for the group and his total losses were the greatest of the group. Tbe re
turn on the total investment was 23.75 percent loss for this distributor. 

The distributors' average yearly investments in the-motor-vehicle 
business were $195,431 in 1935, '$208,629 in 1936, and $207,537 in 
1937 and the average yearlj'^ profits for these investments were 
$51,951, $58,263, and $41,694 for the respective years. 

The total average yearly investments in the motor-vehicle business 
were $305,779 in 1935, $345,500 in 1936, and $345,657 in 1937 and the 
.yearly average profits for these investments were $59,525, $66,170, 
and $49,240 for these respective years. 

The dividends and withdrawals reported amounted to $98,728 in 
1935, $202,611 in 1936, and $201,657 in 1937, and the additional 
money paid in was $27,000 in 1936 and $154,464 in 1937, there being 
no additional money paid in in 1935, 

Tbe average borrowed money was 35,78 percent of the total invest
ment in the enthe business in 1935, 39,37 percent in 1936, and 39.64 
percent in 1937. 

The average annual interest rates paid for borrowed money, 
computed on the interest reported, were 6.86 percent in 1935, 5.78 
percent m 1936, and 5,46 percent in 1937. 

Nothing was deducted from the investments of this group of dis
tributors for appreciation and goodwill. 

Investments, profits, and rates of return, all regions.—The following 
table shows tbe summary of the income, expenses, and profits per 
dollar of net sales for dealers and for distributors located in 45 States 
and the District of Columbia, years 1935-37. 

Included in the general and administrative expenses reported are 
the salaries paid executives and owners of unincorporated companies. 

The reported salaries paid owners amount to about 0.87 cent per 
dollar of total net sales by dealers, and to about 0.43 cent per dollar 
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of total net sales by distributors, for each of the years 1935, 1936, 
and 1937. The exclusion of the salaries paid owners would accordingly 
increase the net profits per dollar of net sales by the above amounts. 

my 
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TABDE 131.—Summary of income, expenses, and profits per dollar of net sales for 

motor-vehicle dealers and distributors in 46 States and tlie District of Columhia, 

years 1936-37 
DEALERS 

1935 
285 

1936 
325 

1937 
361 

SALES COSTS AND PROFITS 

Net sales.. 

Gross profi t on sales 
Tota l selling, general, and administra

tive expenses . . 

A d d income on outside investments. . 

Deduct interest on borrowed money.-_ 

Dealers' net profits f r o m entire 
business before deducting 
PeUeral and State income taxes. 

$108, 425, 521 
90,131, 782 

Cents 
100, 00 
83.13 

$151, 359, 433 
126,474,315 

Cents 
100. 00 
83. 66 

$172,68,3,832 
143, 822, 215 

Cents 
100. 00 
83.29 

SALES COSTS AND PROFITS 

Net sales.. 

Gross profi t on sales 
Tota l selling, general, and administra

tive expenses . . 

A d d income on outside investments. . 

Deduct interest on borrowed money.-_ 

Dealers' net profits f r o m entire 
business before deducting 
PeUeral and State income taxes. 

18, 293, 739 

16,900, 701 

16.87 

15. 69 

24, 885, l i s 

22, 197, 938 

16.44 

14.00 

28,861,617 

26, 431,101 

10.71 

16.30 

SALES COSTS AND PROFITS 

Net sales.. 

Gross profi t on sales 
Tota l selling, general, and administra

tive expenses . . 

A d d income on outside investments. . 

Deduct interest on borrowed money.-_ 

Dealers' net profits f r o m entire 
business before deducting 
PeUeral and State income taxes. 

1, 393, 038 
243, 097 

1. 28 
, 22 

2, 687,180 
310, 816 

1.78 
.21 

2,430,516 
297,138 

1. 41 
. 17 

SALES COSTS AND PROFITS 

Net sales.. 

Gross profi t on sales 
Tota l selling, general, and administra

tive expenses . . 

A d d income on outside investments. . 

Deduct interest on borrowed money.-_ 

Dealers' net profits f r o m entire 
business before deducting 
PeUeral and State income taxes. 

1, 149, 041 
402, 016 

1.06 
.37 

2, 376, 364 
402, 675 

1. ,57 
,31 

2,133, 378 
032, 882 

1.24 
.36 

SALES COSTS AND PROFITS 

Net sales.. 

Gross profi t on sales 
Tota l selling, general, and administra

tive expenses . . 

A d d income on outside investments. . 

Deduct interest on borrowed money.-_ 

Dealers' net profits f r o m entire 
business before deducting 
PeUeral and State income taxes. 

1, 551, 957 
36,410 

1.43 
.03 

2, 838, 939 
24, 260 

1,88 
,01 

2, 706, 260 
23, 862 

1.60 
.02 

SALES COSTS AND PROFITS 

Net sales.. 

Gross profi t on sales 
Tota l selling, general, and administra

tive expenses . . 

A d d income on outside investments. . 

Deduct interest on borrowed money.-_ 

Dealers' net profits f r o m entire 
business before deducting 
PeUeral and State income taxes. 

1,588, 367 
410, 676 

1. 46 
,37 

2, 863,199 
618,878 

1.89 
.34 

2, 790,122 
645, 396 

1. 62 
.32 

SALES COSTS AND PROFITS 

Net sales.. 

Gross profi t on sales 
Tota l selling, general, and administra

tive expenses . . 

A d d income on outside investments. . 

Deduct interest on borrowed money.-_ 

Dealers' net profits f r o m entire 
business before deducting 
PeUeral and State income taxes. 1,177, 691 1,09 2, 344, 321 1. 55 2, 244, 726 1. 30 

DISTHIBUTOBS 

Years. 
Nmnber of distributors 

BALES COSTS AND PROFITS 

Net sales 
Cost of sales 

Gros.'5 profit on sales 
Total selling, general, and administra

tive expenses 

Net profit on sales 

Deduct bad debts 

Add other income net 

Add iucome on outside investments— 

Deduct interest ou borrowed money... 

Distributors' net profits from 
entire busine.ss before deduct
ing Federal and State income 

$126, 565, 259 
110, 340, 778 

1935 
140 

16,218,481 

14,471, 964 

1, 746, 517 
165, 618 

1, 580, 899 
306, 672 

1, 887, 571 
73, 669 

1, 961,140 
426,800 

1, 634, 340 

Cents 
100.00 
87.19 

$170,831,108 
149,101,030 

12.81 

11.43 

1.38 
.13 

1. 26 
.24 

1,49 
,06 

1.55 
.34 

1936 
154 

21, 730, 072 

19,075, 612 

2, 654, 400 
209, 611 

2, 444, 949 
357, 879 

2,802, 828 
79, 061 

2,881,879 
508, 093 

2,373, 786 

1937 
166 

Cmts 
100.00 $189,480,270 
87,28 I 165,021,820 

12,72 

11,17 

1. 55 
.12 

1. 43 
21 

1.64 
.05 

1. 69 
.30 

1.39 

24, 458, 466 

21, 953, 927 

2, 604, 529 
248, 660 

2, 255, 879 
443, 948 

2, 099,827 
64, 394 

2, 764, 221 
656, 245 

2,207,976 

Cents 
100, 00 
87.09 

12.91 

11.59 

1.32 
.13 

1.19 
.23 

l.,12 
.04 

1.46 
,29 

1.17 

:L1 

The preceding table shows the summary of income, e.xpenses, and 
profits per dollar of net sales, for dealers and for distributors located in 
45 States and the District of Columbia, for the years 1935, J936, and 
1937. 

Dealers' results.—The residts comprise the operations of 285 dealers 
in 1935, 325 dealers in 1936, and 361 dealers in 1937. The table 
shows that the total net sales were $108,425,521 in 1935, $151,359,433 
hi 1936, and $172,683,832 in 1937, 
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The average gross profits per dollar of net sales were 16.87 cents in 

1935, 16.44 cents in 1936, and 16.71 cents in 1937. 
The average selling, general, and administrative expenses varied 

from 15.59 cents in 1935 to 14,66 cents in 1936, and to 15.30 cents in 
1937, although the total amounts of these expenses increased from 
$16,900,701 in 1935 to $22,197,938 in 1936 and $26,431,101 m 1937. 

The average deductions for bad debts, per dollar of net sales, 
decreased from 0.22 cent in 1935 to 0,21 cent in 1936 and 0.17 cent in 
1937, the amounts charged off bemg $243,097 in 1935, $310,816 in 
1936, and $297,138 in 1937. _ 

The additions for other income, net, averaged, per dollar of net 
sales, 0,37 cent in 1935, 0.31 cent-m 1936 and 0.36 cent in 1937, and 
the total amounts were $402,016 in 1935, $462,575 in 1936, and 
$632,882 m 1937. 

The additions for income on outside mvestments averaged, per 
dohar of net sales, 0,03 cent in 1935, 0.01 cent in 1936 and 0.02 
cent in 1937, and the total amounts were $36,410 in 1935, $24,260 
in 1936, and $23,862 in 1937. 

The deductions for interest reported on borrowed money, per dollar 
of net sales, decreased from 0.37 cent in 1935 to 0.34 cent in 1936 and 
to 0.32 cent in 1937. The total interest charges amounted to $410,676 
in 1935, $518,878 m 1936 and $545,396 m 1937. 

This left tbe average net profit for the dealers, in the entire business, 
1.09 cents for 1935, 1.55 cents for 1936, and 1.30 cents hi 1937, per 
dollar of net sales. 

Tbe average annual net sales, per dealer, were $380,440 in 1935, 
$465,721 in 1936, and $478,349 hi 1937, and the average turn-over of 
the total investment in tbe motor vehicle business was 6.63 times in 
1935, 7.86 times in 1936, and 7.89 times in 1937. The average 
turn-over of the dealers investment in the motor-vehicle business was 
10,22 times in 1935, 12.57 times in 1936 and 12.78 times hi 1937. 

Distributors' results,—These results comprise the o]ierations of 140 
distributors in 1935, 164 distributors in 1936 and 166 distributors in 
1937, The total net sales were $126,565,259 in 1935, $170,831,108 in 
1936, and $189,480,276 in 1937. 

The average gross profits per doUar of net sales were 12.81 cents in 
1935, 12.72 cents hi 1936, and 12.91 cents in 1937. 

The average total seUing, general, and administrative expenses, per 
doUar of net sales, "varied from 11.43 cents in 1935, to 11.17 cents in 
1936, and to 11.59 cents in 1937. The total amounts of these expenses 
increased from $14,471,964 hi 1935 to $19,075,612 m. 1936, and to 
$21,953,927 in 1937. 

The average deductions for bad debts, per dollar of net sales, were 
0.13 cent in 1935, 0.12 cent in 1936, and 0.13 cent in 1937. The 
total bad debts charged off amoimted to $165,618 in 1935, $209,511 
in 1936 and $248,650 in 1937. 

The additions for other income, net, averaged, per dollar of net 
sales, 0.24 cent in 1935, 0.21 cent in 1936, and 0.23 cent in 1937, 
and the total amoimts were $306,672 hi 1935, $357,879 in 1936, and 
$443,948 m 1937. 

The additions for hicome from outside mvestments averaged, per 
dollar of net sales, 0.06 cent in 1935, 0.05 cent ha 1936, 0.04 cent in 
1937; and the total amounts were $73,569 in 1935, $79,051 in 1936, and 
$64,394 in 1937. 



862 FEDERAL TRADE COMMISSION 

MM 

The deductions for interest reported on borrowed money were 0.34 
cent in 1935, 0.30 cent in 1936, and 0,29 cent in 1937. The total 
interest charges amounted to $426,800 in 1935, $508,093 in 1936, and 
$556,245 in 1937. 

This left the average net profit for the distributors, in the entire 
bushiess, 1.21 cents in 1935, 1.39 cents in 1936, and 1.17 cents in 1937, 
per dollar of net sales. 

The average annual net sales per distributor were $904,038 in 1935, 
$1,109,293 hi 1936, and $1,141,447 in 1937, and the average turn-over 
of the total investment in the motor-vehicle busmess was 7.09 times 
in 1935, 8.11 times in 1936, and 8 times in 1937. The average turn
over of distributors' investm.ent in the motor-velucle business was 
11.21 times in 1936, 13.33 tim.es in 1936, and 13.34 times in 1937. 

Average annual turn-overs of investm.ents in the -motor-vehicle business, 
by regions.—•The table following shows the average annual turn-overs 
of investments in tbe motor-velucle business, by regions: 

TABLE 132,—Average annual turn-overs of investments in motor-vehicle bus-ijiess, 
by regions 
DEALEES 

1935 1936 1937 

Times Times Times 
dealers' Times dealers' Times dealers' Times 

iteglons or distr ib total or distrib total or distrib tOtill 
utors' investment utors' investment utors' investment 

investment turned investment turned investment turned 
turned over turned over turned over 

over over over 

New England States... . 4.65 3. 66 6.73 5,10 7. 41 6.65 
M i d d l e At lant ic 12.06 7.08 14.96 8. 37 15.31 8.87 
East N o r t h Central 9.45 6. 07 12.04 7.40 13.03 7, 80 
West N o r t h C e n t r a l . . . . 11.14 7.98 12.69 8.24 12.20 7,88 
South .Atlantic 16.10 9. 60 19.04 11.11 19.10 11,03 
East South Central 7. 25 4. 96 8.98 6.20 9.07 6. 05 
West South Central 10. 06 6. 61 12.40 7.93 11.31 7.22 
M o u n t i i i u States, 8.14 5.74 10.69 7.42 10.47 6.66 
Paciflo States..1 9.80 6. 62 11.33 7.13 11.04 6. 49 

Average. 10. 22 6.63 12. ,57 7.86 12.78 7. 89 

DISTRIBUTORS 

N e w England States.. . . 7.70 4.46 9. 64 6. 52 10.11 6.13 
M i d d l e At lan t ic 9. 21 6,23 11.46 7. 60 12. 11 S. 19 
East N o r t h Central 14.17 11.32 15.61 12.01 18.24 10. 35 
West N o r t h Central 13. 68 8.71 15. 15 9.04 14. 52 8. 38 
South A t l a n t i c . . . 10.37 6.86 12.85 8.06 13.46 8.20 
East South Central . . . . 18.07 9.80 18.98 10.19 19.26 11.09 
West South Central 16. 71 8.13 21.40 10.27 21.88 9.10 
M o u n t a i n States 8.06 5.48 10.07 6. 63 7.62 6. 36 
Pacific States 12. 96 8. 28 14.20 8.58 13. 60 8.17 

Average. 11.21 7.09 13.33 8. U 13.34 8.00 

The preceding table shows the average annual investment turn
overs of the dealers and of the distributors in the motor-vehicle 
business and in the total business, by regions, for the years 1935-37. 

The New England States showed the smallest aimual turn-over for 
the dealers' investment fqr aU years; 4.65 times in 1935, 6.73 times in 
1936, and 7,41 times in 1937. Increases were shown for each year. 
The South Atlantic States showed the largest annual turn-over for the 
dealers' investment for all years, 16.10 times in 1935, 19.04 times in 
1936, and 19,16 times in 1937: 
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The smallest annual turn-over for the distributor's investment was 

in the New England States in 1935 and 1936; 7.70 times in 1935 and 
9.64 times in 1936; but in 1937 the Mountain States showed the 
sm.allest turn-over, 7.62 times. 

The largest annual turn-over for the distributors' investment was in 
the East South Central States in 1935, and iri the West South Central 
States in 1936 and 1937. The turn-overs were 18,07 times, 21.40 times, 
and 21,88 times for the respective years. 

The sm.allest annual turno-ver by the dealers of the total investment 
was in the New England States for all years, and the turn-overs were 
3.66 times, 5.16 times, and 5.66 times for the respective j^ears. The 
South Atlantic States showed the dealers' largest aimual turn-over of 
their total investm.ent for aU years; 9.56 times in 1935, 11.11 times in 
1936, and 11.03 times in 1937. 

The smallest annual turn-over of the total investm.ent by the dis
tributors was in the New England States for all years, and the turn
overs were 4,46 tim.es, 5.52 times, and 6.13 times for the respective 
years. The largest annual turn-over of the total investment by the 
distributors was in the East North Central States in 1935 and 1936; 
11.32 times in 1936 and 12,01 times in 1936; and in the East South 
Central States in 1937, being 11.09 times. 

The dealers' investment for all groups was turned over 10.22, 12.57, 
and 12.78 times in the respective years 1935, 1936, and 1937, showing 
an increase each year in the turn-over. 

The total investment for all groups was turned over bv the dealers 
6.63 times in 1935, 7,86 times in 1936, and 7,89 times in 1937, also 
showing an increase each year. 

The distributors' investment for all groups was turned over 11.21 
times in 1936, 13.33 times in 1936, and 13.34 times in 1937, showing 
an increase each year. 

The total investm.ent for all groups was turned over by the dis
tributors 7.09 thnes in 1935, 8.11 times in 1936, and 8 times in 1937; 
the turn-over for 1937 sliowing a trifle below the 1936 turn-over. 

Summary of total selling, general, and administrative expenses per 
dollar of net sales.—The following table is a summary of total selling, 
general, and administrative expenses per doUar of net sales for motor 
vehicle dealers and distributors, years 1935-37. 

TABLE 133.—Summary of total selling, general, and administrative expenses, per 
dollar of net sales, for motor-vehicle dealers and distributors, yea,rs 1936-37 

DEALERS 

Items 1936 1936 1937 

Salesmen's salaries, commissions, and bonuses 
O-svners' salaries 
Execul ivcs' salaries : 
Al l other salaries and wages 
Kent.. 
Ta,\-es (except income taxes)..... 
Insurjince . 
Ligbt, heat, and power . 
Supplies .-
Depreciation 
Maintenance 
Advertising 
All other expenses . 

Total selling, general, and administrative expenses 

Cents 
3,27 
,92 
.71 

3. 46 
1.09 
.26 
.42 
.39 
.57 
,32 
,23 
,97 

2,98 

16,59 

Cents 
3, 23 
.86 
.84 

3. 12 
.92 
.31 
,40 
,34 
,54 
,25 
,21 
.97 

2.87 

14.66 

Ce nts 
3.16 
.85 
,69 

3,38 
.98 
.60 
.42 
.34 
.66 
.26 
.22 
.96 
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T A B L E 133 .—Summary of total sell ing, general, and adminis t ra t ive expenses, per 
dol lar of nel sales, f o r motor-vehicle dealers and dis t r ibutors , years 1 9 3 5 - 3 7 — C o n . 

DISTRIBUTORS 

Items 

Salesmen's salaries, commissions, and bonuses 
Owners' salaries 
Executives' salaries 
All other salaries and wages 
Rent 
Taxes (except income taxes),. 
Insurance . 
Light, heat, and power. 
Supplies i , 
Depreciation _ 
M.iintenance 
Advertising 
All other expenses 

Total selling, general, and administrative expenses 

1935 

Cents 
2.25 
.46 
.73 

2.67 
.83 
.20 
.33 
.26 
.60. 
.23 
. 17 
.64 

11.43 

1930 

Cents 
2.31 
.43 
.69 

2. ,55 
.76 
.23 
.31 
.23 

... -.60 
. 19 
.15 
.65 

2.08 

11,17 

1937 

Cents 
2,25 
,42 
,68 

2,72 
,75 
,37 
,34 
.24 

- . .69 
.20 
.13 
.67 

2.18 

11.59 

The preceding table is a summary of tbe total selling, general, 
and administrative expenses, per dollar of net sales for motor-vehicle 
dealers and for distributors for the years 1935-37. 

Dealers' expenses.—The table shows that the salesmen's salaries, 
commissions, and bonuses were, per dollar of net sales, 3.27 cents in 
1935, 3.23 cents in 1936, and 3.16 cents m. 1937, decreasmg slightly 
each year. 

The executive and owners' salaries were, per dollar of net sales, 1.63 
cents in 1935, 1.50 cents in 1936, and 1.54 cents in. 1937, the year 1937 
showing an increase over 1936 but a decrease compared with 1935. 

All other salaries and wages, per dollar of net sales, were 3.46 cents 
in 1935, 3.12 cents m 1936, and 3.38 cents m 1937, the year 1937 
sho-v̂ dng an increase over 1936 but a decrease compared with 1935. 

The total salaries, wages, commissions, and bonuses were, per 
dohar of net sales, 8.36 cents in 1935, 7.85 cents in 1936, and 8.08 
cents in the year 1937, the year 1937 showing an increase over 1936, 
but a decrease when compared with the year 1935. 

The totals of all expenses for dealers, per dollar of net sales, were 
15.59 cents in 1936, 14.66 cents m 1936, and 15.30 cents hi 1937, the 
1937 figures being higher than the 1936 figures but not so high as the 
1935 figures. 

Distributors' expenses.—The table shows that the salesmen's sal
aries, commissions, and bonuses, per dollar of net sales, were 2.25 
cents in 1935, 2.31 cents in 1936, and 2.25 cents in 1937, being the 
same for 1935 and 1937 and somewhat higher for 1936. 

The executive and o-wners' salaries, per dollar of net sales, were 1.19 
cents in 1935, 1.12 cents in 1936, and 110 cents in 1937, showhig 
decreases each year. 

All other salaries and wages, per dollar of net sales, were 2.67 cents 
m 1935, 2.55 cents hi 1936, and 2.72 cents hi 1937, the year 1937 
showing an increase over 1935 as weU as over 1936. 

The total salaries, wages, commissions, and bonuses, per dollar of 
net sales, were 6.11 cents in 1935, 6.98 cents in 1936, and 6.07 cents in 
1937, the year 1937 showing an increase over 1936 but a decrease 
compared with 1935. 
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The total of all expenses for distributors, per dollar of net sales, 

were 11.43 cents in 1935, 11.17 cents m 1936, and 11.59 cents m 1937, 
the year 1937 showing an increase over both 1936 and 1935. 

Income, expenses, and profits per dollar of net sales—Neio England 
States.—'The following table shows the income, expenses, and profits 
per dollar of net sales for motor-vehicle dealers and distributors 
located m the New England States, ĵ ears 1935-37. 

TABLE 134,—Income, expe-nses, and profits, per dollar of net .sales, for motor-vehicle 
dealers and distributors located in the N^eiv England States, 1936—37 

DEALERS 

Years 
Number of dealers. 

1935 
20 

1936 
24 

1037 
26 

SALES COSTS AND PROFITS 

Net sales 
Cost of sales. 

$5,222,9s2 
•t, 182,415 

Gross profit on sales. _ _ 
Total selling, general, and administrative 

expenses.-

1,040, 567 

1,002,540 

Net profit ou sales. 
Deduct bad debts . . 

38,027 
17,463 

Add other income net 

Add income on outside Investments.. 

20, 664 
44,193 

64, 757 
3,760 

Deduct interest on borrowed money. 

Dealers' net profits from entire business 
before deducting Federal and State 
income taxes 

68,607 
17,028 

61,479 

Cents 
100.00 
80.08 

$8, 272, 252 
6,839, 696 

19. 92 

19.19 

1, 432, 666 

1, 324, 299 

.73 
.34 

108, 2,57 
18, 837 

,,39 
.85 

89, 620 
29,107 

1.24 
.07 

lis, 727 
5,015 

L31 
.32 

123, 742 
22, 685 

101, 057 

Cents 
100,00 
82.68 

S9, 680,063 
7, 980, 753 

17.32 

16,01 

1, 699, 305 

1, 631, 429 

1.31 
.23 

167, 876 
16, 760 

,35 
152,110 
21, 268 

1,43 
.06 

173.378 
1,760 

1.49 
.27 

175,138 
21, 050 

1.22 154, 082 

Cents 
100, 00 
82,45 

17, 55 

15,82 

1.73 
.16 

1.57 
,22 

1,79 
.02 

1.81 
,22 

1,69 

DISTRIBUTORS 

Years 
Number of distributors. 

SALES COSTS .^ND PC0FIT3 

Net sales 
Cost of sales. 

Gross profit on sales 
Total selling, general, and administrative 

expenses _ 

Net profit on sales. 
Deduct bad debts.. 

Add other income net 

Add income on outside investments.. 

Deduct interest on borrowed money. 

Distributors' net profits from entire busi
ness before deducting Federal and State 
income taxes i 

1935 
18 

1936 
19 

1937 
19 

$20, 651, 249 
17, 661,935 

Cents 
100.00 
8,5.46 

$27, 398, 64S 
23, 655,177 

Cents 
100.00 
86.34 

$30, 604, 451 
25, 370,881 

Cents 
100.00 
86.17 

2, 989, 314 14.55 3, 743,471 13. 66 4, 233, 570 13.83 

2,854,918 13.89 3,486, 615 12.72 3,8031882 12.44 

134, 396 
13,419 

.66 

.07 
257. 956 
35,088 

.94 
. .13 

424,638 
IS, 225 

1.39 
,06 

120, 977 
37,157 

.59 

.18 
222, 868 
60,163 

,81 
,22 

408, 463 
60, 431 

L 33 
,22 

1,58,134 
16, 887 

.77 

.08 
283, 031 
24,893 

L 03 
.09 

475, 894 
23, 732 

1,55 
,03 

175,021 
102, 249 

.85 

.60 
307, 924 
109, 763 

1.12 
.40 

499, 628 
100, 643 

1.63 
.33 

72, 772 .35 198,161 .72 398, 773 1. 30 

The precediog table shows the income, expenses, and profits per 
doUar of net sales for dealers and for distributors, located in the New 
England States, for the years 1935, 1936, and 1937. 
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Dealers' results.—These results comprise the operations of 20 
dealers in 1935, 24 dealers hi 1936, and 25 dealers in 1937. Referrhig 
to the operations of the dealers, the table shows the total net sales 
were $5,222,982 in 1935, $8,272,252 in 1936, and $9,680,063 in 1937. 

The average gross profits per dollar of net sales were 19.92 cents 
in 1935, 17.32 cents in 1936, and 17.55 cents m 1937. 

The average total sellhig, general, and administrative expenses 
decreased per dollar of net sales from 19.19 cents in 1935 to 16.01 
cents in 1936 and to 15.82 cents in 1937, although the total amounts 
of these expenses increased from $1,002,540 hi 1935 to $1,324,299 in 
1936 and to $1,531,429 in 1937. 

The average deductions for bad debts decreased, per dollar of net 
sales, from 0.34 cent in 1935 to 0.23 cent hi 1936 and to 0.16 cent 
in 1937 and the total amounts charged off for bad debts were $17,463 
in 1935, $18,637 m 1936, and $15,766 in 1937. 

The additions for other income, net, averaged, per dollar of net sales, 
0.85 cent in 1935, 0.35 cent in 1936, and 0.22 cent in 1937, and the 
total amounts were $44,193 in 1935, $29,107 in 1936, and $21,268 in 
1937, 

| l | :jr. The additions for income from outside inveslments averaged, per 
I •- dohar of net sales, 0.07 cent in 1935, 0.06 cent in 1936, and 0.02 
:| ; cent in 1937, and the total amounts were $3,750 in 1936, $5,015 in 

1936, and $1,760 in 1937. 
The deductions for mterest on reported borrowed money, per 

dollar of net sales, decreased on the average from 0.32 cent in 1935 
to 0.27 cent in 1936 and to 0.22 cent in 1937. The total interest 
charges amounted to $17,028 in 1935, $22,685 in 1936, and $21,056 
in 1937. 

This left the average net profit for the dealers in the entire business 
0.99 cent for 1935, 1.22 cents in 1936, and 1.59 cents in 1937 per' 
dollar of net sales. 

The average annual net sales per dealer were $261,149 in 1935, 
$344,677 in 1936, and $387,202 in 1937 and the average turn-over of 
the total investment in the motor vehicle business was 3.66 times in 
1935, 5.16 times in 1936, and 5.65 times in 1937. The average turn
over of the dealers' investment in the motor vehicle business was 
4.65 times in 1935, 6.73 times in 1936, and 7.41 times in 1937. 

Distributors' results.—These results comprise the operations of 18 
distributors in 1935, 19 distributors in 1936, and 19 distributors in 
1937, The total net sales were $20,551,249 in 1935, $27,398,648 in 
1936, and $30,604,451 in 1937-

The average gross profits per dollar of net sales were 14.55 cents 
in 1935, 13.66 cents in 1936, and 13.83 cents in 1937. 

The average total selling, general and administrative expenses 
decreased, per dollar of net sales, from 13.89 cents in 1935, to 12.72 
cents in 1936, and to 12.44 cents in 1937. The total amounts of these 
expenses were $2,854,918 in 1935, $3,485,515 in 1936, and $3,808,882 
in 1937, 

The average deductions for bad debts increased per dollar of net 
sales from 0.07 cent in 1935 to 0.13 cent in 1936, and decreased to 
0.06 cent in 1937. The total bad debts charged oft" were $13,419 in 
1935, $35,088 in 1936, and $18,225 in 1937. 
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The additions for other income, net, averaged, per dollar of net 

sales, 0.18 cent in 1935, 0.22 cent in 1936, and 0.22 cent in 1937, and 
the total amounts were $37,157 in 1935, $60,163 in 1936, and $69,431 
in 1937. 

The additions for income from outside investments averaged, per 
dollar of net sales, 0.08 cent for 1935, 0.09 cent for 1936, and 0.08 
cent for 1937; and the total amounts were $16,887 in 1935, $24,893 
in 1936, and $23,732 in 1937. 

The deductions for interest reported on borrowed money were 0.50 
cent per dollar of net sales for 1935, 0.40 cent for 1936, and 0.33 cent 
for 1937. The total interest charges amounted to $102,249 in 1935, 
$109,763 in 1936, and $100,848 in 1937. 

This left the average net profit for the distributors m the entire 
business 0.35 cent in 1935, 0.72 cent in 1936, and 1.30 cents in 1937 
per dollar of net sales. 

The average annual net sales per distributor were $1,141,736 in 
1936, $1,442,034 in 1936, and $1,610,761 in 1937 and the average 
turn-over of the total investment in the motor-vehicle business was 
4.46 times in 1935, 6.52 times in 1936, and 6.13 times in 1937. The 
average turn-over of the distributors' investment in the motor-vehicle 
business was 7.70 times in 1935, 9.64 times in 1936, and 10,11 times 
in 1937. 

Income, expenses, and profits per dollar of net sales—Middle Atlantic 
States.—The following table shows the results for the dealers and for 
the distributors operating in the Middle Atlantic States. 

TABLE 135.—Incotne, expenses and profits per dollar of nel sales for motor vehicle 
dealers and distributors located in the Middle Atlantic Slates, 1936-37 

DEALERS 

Year. 
Number of dealers. 

1935 
68 

1936 
73 

1937 
86 

SALES COSTvS A.iW PROFITS 

Net .sales 
Cost of sales. 

$30, 917,974 
26,424, 535 

Gross profit on sales 
Total selling, general and administrative 

expenses 

Net profit on sales. 
Deduct bad debts . . 

Add other income, net. 

Add income on outside investments. 

Deduct interest on borrowed money-

Dealers' uet profits from entire 
business before deducting income 
taxes 

,5, 493, 439 

5,191, 386 

302, 053 
61,7-97 

240, 256 
79, 064 

319,310 
12,012 

331,322 
114, 529 

Cents 
100. 00 
82.23 

S42, 122,311 
35, 063, 364 

17.77 

16. 79 

7, 0,58, 957 

6, 474, 247 

684, 710 
59, 286 

625, 424 
8S, 103 

1.03 
.04 

613, 627 
1,260 

1.07 
.37 

614. 786 
144, 035 

470, 751 

Cent.i 
100. 00 
83.24 

.$50, 260, 747 
41, 809, 834 

16. 76 

. 15, 37 

8,450, 913 

7,804, 318 

1- 39 
,14 

646, 595 
68, 248 

1, 25 
,21 

678.347 
136,202 

1. 46 
0 

1.46 
.34 

1.12 

714, 549 
4, 656 

719,105 
133, ,546 

Cents 
100.00 
83.19 

16. 81 

15. ,52 

1. 29 
. 14 

1.15 
.27 

1, 42 
.01 

1.43 
.26 
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TABLE 135.—Income, expenses and profits per dollar of net sales for motor vehicle 
dealers and dislributors located in the Middle Atlariiic States, 19S6-37—Con. 

DISTRIBUTORS 

Year . . . 1935 
17 

1936 
IS 

1937 
IS 

1935 
17 

1936 
IS 

1937 
IS 

SALES COSTS AND PROFITS 

Cost Of sales . . 

Gross prof i t on sales 
To ta l selling, general and administrative 

expenses., -

Ne t prof i t on sales 

A d d other income, net 

A d d income on outside investments 

Deduct interest on borrowed money 

Dis t r ibutors ' net profits f rom .entire 
business before deducting income 
taxes 

$11,491, 005 
9,917,348 

Cents 
100.00 
86.30 

$17, 337, 103 
14, 903, 638 

Ce-rits 
100. on 
86. 97 

$19,815, 769 
17, 149, 036 

Cents 
100.00 
86. 42 

SALES COSTS AND PROFITS 

Cost Of sales . . 

Gross prof i t on sales 
To ta l selling, general and administrative 

expenses., -

Ne t prof i t on sales 

A d d other income, net 

A d d income on outside investments 

Deduct interest on borrowed money 

Dis t r ibutors ' net profits f rom .entire 
business before deducting income 
taxes 

1, 574, 267 

1, 363, 493 

13. 70 

11.73 

2, 433, 570 

2, 096, 583 

14. 03 

12.09 

2, 696, 733 

2, 348, 367 

13. 68 

11.83 

SALES COSTS AND PROFITS 

Cost Of sales . . 

Gross prof i t on sales 
To ta l selling, general and administrative 

expenses., -

Ne t prof i t on sales 

A d d other income, net 

A d d income on outside investments 

Deduct interest on borrowed money 

Dis t r ibutors ' net profits f rom .entire 
business before deducting income 
taxes 

220, 784 
13, 569 

1.92 
.12 

336, 987 
20, 033 

1.94 
.11 

348, 376 
16, 798 

1.75 
.08 

SALES COSTS AND PROFITS 

Cost Of sales . . 

Gross prof i t on sales 
To ta l selling, general and administrative 

expenses., -

Ne t prof i t on sales 

A d d other income, net 

A d d income on outside investments 

Deduct interest on borrowed money 

Dis t r ibutors ' net profits f rom .entire 
business before deducting income 
taxes 

207, 195 
15, 515 

1.80 
. 14 

316,949 
20,224 

1.83 
.11 

331, 578 
27, 2S4 

1. 87 
.14 

SALES COSTS AND PROFITS 

Cost Of sales . . 

Gross prof i t on sales 
To ta l selling, general and administrative 

expenses., -

Ne t prof i t on sales 

A d d other income, net 

A d d income on outside investments 

Deduct interest on borrowed money 

Dis t r ibutors ' net profits f rom .entire 
business before deducting income 
taxes 

222, 710 
14, 039 

1. 94 
.12 

337,173 
16, 725 

1.94 
.10 

358, 862 
9,798 

1. 81 
.05 

SALES COSTS AND PROFITS 

Cost Of sales . . 

Gross prof i t on sales 
To ta l selling, general and administrative 

expenses., -

Ne t prof i t on sales 

A d d other income, net 

A d d income on outside investments 

Deduct interest on borrowed money 

Dis t r ibutors ' net profits f rom .entire 
business before deducting income 
taxes 

2,30, 749 
39, 473 

2. 06 
.34 

363,398 
47, 214 

2. 04 
. 27 

368, 660 
45,676 

1. 86 
.23 

SALES COSTS AND PROFITS 

Cost Of sales . . 

Gross prof i t on sales 
To ta l selling, general and administrative 

expenses., -

Ne t prof i t on sales 

A d d other income, net 

A d d income on outside investments 

Deduct interest on borrowed money 

Dis t r ibutors ' net profits f rom .entire 
business before deducting income 
taxes 197,276 1.72 306, 684 1.77 322, 985 1,63 

The preceding table shows the income, expenses, and profits, per 
doUar of net sales, for dealers and for distributors, located in the 
Middle Atlantic States, for the years 1935-37. 

Dealers' results.—These results comprise the operations of 68 dealers 
in 1935, 73 dealers in 1936, and 86 dealers m 1937. 

The table shows the total net sales were $30,917,974 in 1935^ 
$42,122,311 in 1936, and $50,260,747 in 1937. 

The average gross profits, per dollar of net sales, were 17,77 cents 
in 1935, 16.76 cents in 1936, and 16,81 cents in 1937, 

The average total selhng, general, and administrative expenses de
creased, per dollar of net sales, from 16,79 cents in 1935 to 15,37 cents 
in 1936 and increased to 15.52 cents in 1937. The total amounts of 
these expenses were $5,191,386 in 1935, $6,474,247 in 1936, and 
$7,804,318 in 1937. 

The average deductions for bad debts, per dollar of net sales, 
decreased from 0.20 cent in 1935 to 0.14 cent in 1936 and remained 
0.14 cent in 1937. The total amounts were $61,797, $59,286, and 
$68,248 for the respective years. 

The additions for other income, net, averaged, per dollar of net 
sales, were 0.25 cent in 1935, 0.21 cent in 1936, and 0.27 cent in 1937 
and the total amoimts were $79,054 in 1935, $88,103 in 1936, and 
$136,202 in 1937. 

The additions for income from outside investments averaged, per 
dollar of net sales, 0.04 cent in 1935, less than 0.01 cent in 1936, and 
0.01 cent in 1937 and the total amounts were $12,012 in 1935, $1,259 
in 1936, and $4,556 in 1937. 

The deductions from profits for reported interest on borrowed, 
money averaged, per dollar of sales, 0,37 cent in 1935, 0.34 cent in 
1936, and 0,26 cent in 1937. The total interest charges reported 
were $114,529, $144,035, and $133,546 in the respective years. 
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This left the average net profits for the dealers in the entire business 
0.70 cent in 1935, 1.12 cents in 1936, and 1.17 cents in 1937, per dollar 
of net sales. 

The average annual net sales per dealer were $454,676 for 1935, 
$577,018 for 1936, and $584,427 for 1937. 

The average turn-over of the total investment in the motor-vehicle 
business was 7.08 times in 1935, 8,37 times in 1936, and 8.87 times in 
1937. The average turn-over of the dealers' investment in the motor-
vehicle business was 12,06 times in 1935, 14.96 times in 1936, and 15.31 
times in 1937. 

Distributors' results.—These results comprise the operations of 17 
distributors in 1935 and of 18 in each of the years 1936 and 1937. 

The total net sales for these distributors were $11,491,605 in 1935, 
$17,337,108 in 1936, and $19,845,769 in 1937, 

The average gross profits, per dollar of net sales, were 13.70 cents 
in 1935,- 14,03 cents in 1936, and 13.58 cents in 1937. 

The average total selling, general, and administrative expenses, per 
dollar of net sales, increased from 11.78 cents in 1935 to 12,09 cents in 
1936 and decreased to 11,83 cents in 1937. The total amounts of 
these expenses were $1,353,493 in 1935, $2,096,583 in 1936, and $2,-
348,357 in 1937. 

The average deductions for bad debts,' per dollar of net sales, de
creased from 0,12 cent in 1935 to 0.11 cent in 1936 and to 0,08 cent 
in 1937, The total bad debts charged off were $13,569 ha 1935, $20,-
038 in 1936, and $16,798 in 1937. 

The additions for other income, net, averaged, per dollar of net sales, 
0.14 cent in 1935, 0.11 cent in 1936, and 0.14 cent in 1937, and the total 
amounts were $15,515, $20,224, and $27,284 for the respective years. 

The additions for income from outside investments averaged, per 
dollar of net sales, 0,12 cent, 0.10 cent, and 0,05 cent for the respective 
3''ears, and the amounts were $14,039 in 1935, $16,725 m 1936, and 
$9,798 in 1937, 

The deductions for reported interest on borrowed money were, per 
dollar of net sales, 0.34 cent in 1935, 0,27 cent m 1936, and 0.23 cent 
m 1937, and the total interest reported was $39,473 in 1935, $47,214 
in 1936, and $45,675 in 1937. 

This left the average net profit for the distributors in the enthe busi
ness 1.72 cents in 1935, 1,77 cents in 1936, and 1,63 cents in 1937 per 
dollar of net sales. 

The avera-ge annual net sales per distributor were $675,977 in 1935, 
$963,173 in 1936, and $1,102,543 in 1937. The average turn-over of 
the total investment in the motor-vehicle business was 6.23 times in 
1935, 7,66 times in 1936, and 8.19 times hi 1937. The average turn-
OA''er of the distributors' investment in the motor-vehicle business was 
9.21 times in 1935, 11.46 times in 1936, and 12,11 times in 1937. 

hicome, e.r,pen.ses, and profits per dollar of net sales—East North 
Central States.—The following table shows the results for the dealers 
and for the distributors located in the East North Central States for 
the years 1935-37: 
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TABLE 136,—Income, expenses, and profits per dollar of net sales for -motor-vehicle 
dealers and distributors located -in the East North Ceniral Stales, years 1936-37 

D E A L E R S 

Years .1 
Number of dealers. 

SALES COSTS A N D PROFITS 

Net sales 
Cost of salcs-

$16,205,082 
13, 668, ,542 

Gross profi t on sales 
To ta l selling, general, and administrative 

expenses 

Net prof i t on salcs-
Deduct bad debts 

Add other income net 

A d d income on outside investments-. 

Deduct interest on borrowed money. 

Dealers' net profits f r o m entire busi
ness before deducting income taxes 

1935 
53 

2, ,536, 640 

2, 345,611 

191,029 
24, 784 

166, 245 
65, l i s 

231,363 

9, 300 

240, 663 
07, 291 

Cents 
100.00 
84. 36 

$23,107, 053 
19, 640. 924 

15. 65 

14.47 

1.18 
.15 

1.03 
.40 

1.43 

.06 

1.49 
.42 

1,07 

1936 
58 

3, 567, 034 

3, 201, 931 

305, 053 
60, ,387 

244, 666 
97, 934 

342, 600 

9, 002 

352, 202 
87, 891 

204, 311 

Cents 
100.00 
84.60 

$26, 953, 614 
22, 600, 002 

15. 44 

14.12 

1.32 
,26 

1, 08 
.42 

1.48 

.04 

l.,52 
,38 

1937 
63 

4, 293, 012 

3, 963, 712 

329, 900 
46, 183 

283, 717 
110,499 
394, 210 

400,102 
98,116 

301,986 

Cents 
100.00 
84. 07 

15.93 

14.71 

1.22 
. 17 

1.05 
.41 

1.46 

.02 

1.48 
.36 

D I S T R I B U T O R S 

Years 
Number of distributors-

SALES COSTS A N D PROFITS 

Net sales 
Cost of sales. 

Gross prof i t ou sales 
To ta l sell ng, general, and administrat ive 

e.xpenses 

Net prof i t on sales-
Deduct bad debts 

A d d other income net 

A d d income on outside investments. 

Deduct interest on borrowed money. 

Distr ibutors ' net profits f rom entire 
business before deducting income 
taxes 

1936 
12 

$1.5, 206, 761 
13,6,55,403 

1, 561,368 

1,,388, 269 

163, 089 
9,951 

153,138 
46,869 

198,997 
9, 390 

208, 387 
23, 093 

185, 294 

Cents 
100,00 
89.80 

10. 20 

9.13 

1.07 
.06 

1.01 
.30 

1.31 
.06 

1.37 
. 16 

1.22 

1936 
14 

$19,189,166 
17, 219,303 

1, 969, 853 

1, 694, 754 

275, 099 
31,262 

243, 837 
60,072 

294, 509 
9,648 

304, 157 
. 25, 443 

278, 714 

Cents 
100. 00 
89. 74 

$21,986, 187 
19, 015, 513 

10. 26 

8.83 

1.43 
. 16 

1.27 
.26 

1. 53 
.06 

1.68 
.13 

1937 
17 

2, 370, 874 

2,128, 906 

241, 709 
36, 773 

204, 936 
56, ,594 

261, 530 
10, 076 

272, 206 
39, 252 

Cents 
100,00 
89, 22 

10.78 

9.68 

1.10 
. 17 

.93 

.26 

1.19 
.05 

1.24 
. 18 

1.03 

The preceding table shows the income, e.xpenses, and profits per 
dollar of net sales for dealers and for distributors operating in the East 
North Central States, for tbe years 1935-37, 

Dealers' results.—These results comprise the operations of 53 dealers 
in 1936, 68 dealers in 1936, and 63 dealers in 1937, 

The total net sales were $16,205,082 m 1935, $23,107,958 in 1936, 
and $26,953,614 in 1937. 

The average gross profits, per dollar of net sales, were 15.65 cents in 
1936, 15.44 cents in 1936, and 15.93 cents in 1937. 

The average total selling, general, and administrative expenses de
creased from 14.47 cents, per dollar of net sales, in 1935 to 14,12 cents 
in 1936 and increased in 1937 to 14,71 cents. The total amounts of 
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the expenses were $2,345,511, $3,261,981, and $3,963,712 in the re-
.spective 3''ears, showing increases for both 1936 and 1937. 

The average deductions for bad debts, per dollar of net sales, were 
0.15 cent in 1935, 0.26 cent in 1936, and 0.17 cent in 1937. The 
amounts for the respective years ivere $24,784, $60,387, and $46,183, 

The additions from other income, net, per dollar of net sales, aver
aged 0.40 cent in 1935, 0,42 cent in 1936, and 0,41 cent in 1937. The 
amounts for the respective years were $65,118, $97,934, and $110,499. 

The additions to profits from outside investments, per dollar of 
sales, averaged 0,06 cent in 1935, 0.04 cent in 1936, and 0.02 cent in 
1937. The total amounts were $9,300 in 1935, $9,602 in 1936, and 
$5,886 in 1937. 

The deduction from profits for interest reported on borrowed 
money, per dollar of net sales, averaged 0.42 cent in 1935, 0,38 cent 
in 1936, and 0.36 cent in 1937. The total interest charges amounted 
to $67,291, $87,891, and $98,116 for the respective years. 

The total net profits for the clealers in the entire business, per dollar 
of net sales, averaged 1.07 cents in 1935, 1.14 cents in 1936, and 1.12 
cents in 1937. 

The average annual net sales per dealer were $305,756 in 1935, 
$398,413 in 1936, and $427,835 in 1937. 

The average turn-over of the total investment in the motor-velucle 
business was 6.07 times in 1935, 7.40 times in 1936, and 7.80 times in 
1937. The average turn-over of the dealers' investment in the motor-
vehicle business was 9.45 times in 1935, 12.04 times in 1936, and 13.03 
times in 1937. 

Dist?ibutors' results.—These results comprise tbe operations of 12 
distributors in 1935, 14 distributors in 1936, and 17 distributors in 
1937. 

The total net sales amoimted to $15,206,761 in 1935, $19,189,156 
in 1936, and $21,986,187 in 1937. 

The average gross profits, per dollar of net sales, were 10.20 cents 
in 1935, 10.26 cents in 1936, and 10.78 cents in 1937, sho'Vvdng increases 
for 1936 and 1937. 

The average total selling, general, and administrative expenses, 
per dollar of net sales, were 9.13 cents in 1935, decreasing to 8.83 
cents in 1936 and increasing to 9.68 cents in 1937. The total amounts 
were $1,388,2.69 in 1935, $1,694,754 in 1936, and $2,128,965 in 1935, 
showing a continuous increase. 

The average deductions for bad debts, per dollar of net sales, were 
0.06 cent in 1935, 0.16 cent in 1936, and 0.17 cent in 1937. The 
amomits increased from $9,951 in 1936 to $31,262 in 1936 and to 
$36,773 m 1937. 

The additions for other income averaged, per dohar of net sales, 
0,30 cent in 1935, 0.26 cent in 1936, and 0,26 cent in 1937. The 
amounts for the respective years were $45,859, $50,672, and $56,594. 

The additions to profits from outside investments, per dollar of net 
sales, averaged 0,06 cent in 1936, 0.05 cent in 1936, and 0.06 cent in 
1937, The total amounts were $9,390, $9,648, and $10,675 for the 
respective years, 

'The deductions from profits for interest reported on borrowed 
money were 0.15 cent in 1935, 0.13 cent hi 1936, and 0.18 cent in 1937. 
The total reported interest charges were $23,093 in 1935, $25,443 in 
1936, and $39,232 in 1937. 
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The total net profits for the distributors, in the entire business, per 
dollar of net sales, averaged 1.22 cents in 1935, 1,45 cents in 1936, 
and 1.06 cents in 1937. 

'The average annual net sales per distributor were $1,267,230 in 
1935, $1,370,654 in 1936, and $1,293,305 in 1937. 

The average turn-over of the total investment in the motor-vehicle 
business was 11.32 times in 1935, 12.01 times in 1936, and 10.36 times 
in 1937. The average turn-over of the distributors' investment in 
the motor-vehicle business was 14.17 times in 1935, 15.61 times in 
1936, and 16.24 times in 1937, 

Income, expenses, and profits per dollar of net sales—West North 
Central States.—The following table shows the results for the dealers 
and for the distributors operating in the West North Central States 
for the years 1935-37. 

TABLE 137.—Income, expenses, and profi,is per dollar of net sales for motor-vehicle 
dealers and distributors located in the West North Central States, years 19S6-S7 

DEALER 

Years. 
Number ol dealers. 

SALES COSTS AND PEOFITS 
Not sales .-
Cost of sales 

Gross profit on sales.. 

Total selling, general, and administrative 
.e.xpenses-. 

Net profit on sales 
Deduct bad debts -. 

Add other income, net.. 

Add income on outside investments.. 

Deduct interest on borrowed money 

Dealers' net profits from entire busi
ness before deducting income taxes. 

1935 
29 

88, 574, 969 
7,078,985 

1, 495, 974 

1, 330, 510 

115,464 
20,998 

94, 460 
33, 302 

127, 768 

127,768 
23, 404 

104, 364 

Cents 
190.00 
82,66 

17.45 

10.10 

1.36 
.25 

1.10 
.39 

1.49 

1.49 
.27 

1.22 

1930 
35 

$12, 281, 743 
10, 246, 319 

2, 035, 424 

1, 841, 648 

193, 778 
23,146 

170, 632 
29, 087 

199, 719 

199,719 
40,818 

158, 901 

Cents 
100,00 
83.43 

16. 57 

1.58 
.19 

1. 39 
.24 

1.63 

1.63 
,34 

1.29 

1937 
39 

$14,007,880 
11,6,54,807 

2,353, 273 

2,193, 725 

154, 548 
20,018 

134, 530 
47, 950 

182,480 

182,480 
41, 493 

140, 987 

Cents 
100, 00 
83,20 

10,80 

15.70 

1.10 
,14 

,34 

1,30 

1.30 
,20 

1,01 

DISTRIBUTORS 

Years. 
Number of distributors. 

SALES COSTS -VND PROFITS 

Net sales 
Cost of sales. 

Gross profit on sales 
Total selling, general, and administrative 

expenses 

Net profit ou sales. 
Deduct bad debts 

Add other income, net.. 

Add income on outside investments.. 

Deduct interest ou borrowed money 
pistributoi's' net profits from entire 

business before deducting income 
taxes 

1936 
28 

1930 
28 

1937 
29 

$21, 254, 032 
18, 888, 285 

Cents 
100.00 
8S.37 

$26, 034, 278 
22, 225, 229 

Cents 
100.00 
88. 78 

$26, 754, 647 
23,687,531 

Cents 
100,00 
88.54 

2, 365, 747 11.13 2, 809, 049 11.22 3, 067, 016 11.46 

2,153, 027 10.13 2, 515! 771 10.05 2, 806,113 10.43 

212, 720 
27, 586 

1.00 
.13 

293, 278 
23, 443 

1.17 
.09 

281,603 
25, 083 

.98 

.10 
185,134 
41,453 

.87 

.20 
269,835 
45, 609 

1,08 
.18 

236, 616 
53, 674 

.88 

.22 
226,537 
3,441 

1.07 
.02 

31,5, ,504 
2,433 

1.26 
.01 

296,139 
3,416 

1.10 
.01 

230, 028 
58, 349 

1.09 
.28 

317, 987 
86,439 

1.27 
.27 

298, 606 
78, 348 

1.11 
.29 

171, 079 .81 251,548 1.00 220, 257 .82 
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The preceding table shows the income, expenses, and profits per 
dollar of net sales for dealers and for distributors located in the West 
North Central States for the years 1935, 1936, and 1937. 

Dealers' results.-—These results comprise the operations of 29 dealers 
in 1935, 35 dealers in 1936, and 39 dealers in 1937. Referring to the 
operations of the dealers, the table shows the total net sales were 
$8,574,959 in 1935, $12,281,743 in 1936, and $14,007,880 in 1937. 

The average gross profits per dollar of net sales were 17.45 cents in 
1935, 16.57 cents in 1936, and 16.80 cents in 1937. 

The average total selling, general, and administrative expenses de
creased, per dollar of net sales, from 16.10 cents in 1936 to 14.99 
•cents in 1936 and increased to 15,70 cents in 1937, although the total 
amounts of these expenses increased from $1,380,510 hi 1935 to 
$1,841,646 in 1936 and to $2,198,725 in 1937. 

The average deductions for bad debts decreased, per dollar of net 
sales, from o;25 cehtsrin 1935 to 0.19 in 1936 and to 0.14 in 1937, 
and the total amounts charged oft' for bad debts -were $20,998 in 1935, 
$23,146 m 1936, and $20,018 hi 1937. 

The additions for other income, net, averaged per dollar of net 
sales, 0.39 cent in 1935, 0.24 cent in 1936, and 0.34 cent in 1937, and 
the total amounts were $33,302 in 1935, $29,087 in 1936, and $47,950 
in 1937. 

There were no additions to income from outside investments for the 
respective years. 

'The deductions for interest reported on borrowed money averaged 
per .dollar of net sales, from 0.27 cent in 1935, to 0,34 cent in 1936, 
and to 0.29 cent in 1937. The total interest charges amounted to 
$23,404 hi 1935, $40,818 in 1936, and $41,493 hi 1937. 

This left the average net profit for the dealers' investment in the 
entire business 1.22 cents for 1935, 1.29 cents in 1936, and 1.01 cents 
in 1937 per dollar of net sales. 

The average annual net sales per dealer were $295,688 in 1935, 
$350,907 in 1936, and $359,176 m. 1937, and the average tum-over 
•of the total investment m the motor-vehicle business was 7.98 times 
in 1935, 8.24 thnes in 1936, and 7.88 times in 1937. The average 
turn-over of the dealers' investment in the motor-vehicle business 
was 11.14 times in 1935, 12.69 times in 1936, and 12,20 thnes m 1937. 

Distributors' results.—These results comprise the operations of 28 
distributors in 1935, 28 distributors in 1936, and 29 distributors in 
1937. The total net sales were $21,254,032 in 1935, $25,034,278 in 
1936, and $26,754,547 in 1937. 

The average gross profits per doUar of net sales were 11.13 cents in 
1935, 11.22 cents in 1936, and 11.46 cents in 1937. 

The average total selling, general, and admmistrative expenses de
creased, per dollar of net sales, from 10.13 cents in 1935, to 10.05 cents 
in 1936, and increased to 10.48 cents hi 1937. The total amounts of 
these expenses w^fe $2,153,027 in 1935, $2,515,771 in 1936, and 
$2,805,413 in 1937. 

The average deductions for bad debts decreased, per doUar of net 
sales, from 0.13 cent in 1935 to 0.09 cent hi 1936 and increased to 
•0.10 cent in 1937. The total bad debts charged off were $27,686 in 
1935, $23,443 in 1936, and $26,088 iu 1937. 

171233—39 57 
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t i' i-

The additions for other hicome, net, averaged, per dollar of net 
sales, 0,20 cent in 1935, 0.18 cent m 1936, and 0.22 cent in 1937, and 
the total amounts were $41,453 in .1936, $45,669 in 1936, and $58,674 
in 1937. 

The additions for income from outside investments averaged, per 
dohar of net sales, 0.02 cent for 1935,0.01 cent for 1936, andO.Ol cent for 
1937; and the total amounts were $3,441 in 1935, $2,483 hi 1936, and 
$3,416 in 1937. 

The deductions for interest reported on borrowed money were 
0.28 cent per dohar of net sales for 1935, 0.27 cent for 1936, and 0.29 
cent for 1937. Tbe total interest charges amounted to $58,349 in 
1935, $66,439 in 1936, and $78,348 hi 1937. 

This left the average net profit for the distributors in the entire 
business 0.81 cent in 1935, 1 cent in 1936, and 0.82 cent in 1937 per 
dollar of net sales. 

The avera,ge aimual net sales per distributor were $759,073 in 1935, 
$894,081 in 1936, and $922,571 in 1937, and the average turn-over of 
the total investment in the motor-vehicle business was 8.71 times in 
1935, 9.04 times_in_ 1936, and 8.38 times in 1937. 'The average 
turn-over of the distributors' investment in the motor-vehicle business 
was 13.58 times in 1935, 15.15 times hi 1936, and 14.52 times in 1937. 

Income, expenses, and profits.per dollar of net sales—South Atlantic 
States.—The followhig table shows the result for the dealers and for 
the distributors operating in the South Atlantic States for the years 
1935-37: 

TABLE 138.—Income, expenses, and profits per dollar of net sales for motor-vehicle 
dealers and distributors located in ihe South Atlantic. States, years 1935—37 

DEALERS 

1935 
36 

1936 
40 

1937 
45 Number of dealers.. - . 

1935 
36 

1936 
40 

1937 
45 

S.ALES COSTS AND rROFITS 

Net sales _. 

Gross profi t on sales 
Tota l selling, general, and administrative 

A d d other income, net 

Total - '. 
A d d income on outside investments . . 

T o t a l . . -' 
Deduct interest on borrowed money . . 

Dealers' net profils f rom entire 
business before deducting income 

$16, 781,123 
13, 998,539 

Cents 
100.09 
83.41 

$22, 539, 891 
18, 778, 501 

Cents 
100. 00 
83.31 

$25, 479, 984 
21,183,439 

Cents 
100.00 
S3. U 

S.ALES COSTS AND rROFITS 

Net sales _. 

Gross profi t on sales 
Tota l selling, general, and administrative 

A d d other income, net 

Total - '. 
A d d income on outside investments . . 

T o t a l . . -' 
Deduct interest on borrowed money . . 

Dealers' net profils f rom entire 
business before deducting income 

2, 784, 589 

2, 542, 557 

16.59 

15.15 

3.701,390 

3, 323, 644 

16.69 

14.75 

4, 296, 495 

3,890, 709 

16.86 

15.28 

S.ALES COSTS AND rROFITS 

Net sales _. 

Gross profi t on sales 
Tota l selling, general, and administrative 

A d d other income, net 

Total - '. 
A d d income on outside investments . . 

T o t a l . . -' 
Deduct interest on borrowed money . . 

Dealers' net profils f rom entire 
business before deducting income 

242,032 
40, 347 

1.44 
.28 

437, 746 
48, 844 

1.94 
.22 

406, 736 
62.021 

1.58 
.21 

S.ALES COSTS AND rROFITS 

Net sales _. 

Gross profi t on sales 
Tota l selling, general, and administrative 

A d d other income, net 

Total - '. 
A d d income on outside investments . . 

T o t a l . . -' 
Deduct interest on borrowed money . . 

Dealers' net profils f rom entire 
business before deducting income 

196, 686 
55, 207 

1.16 
.23 

338,902 
55, 784 

1. 72 
.25 

353, 705 
83,077 

1.37 
.33 

S.ALES COSTS AND rROFITS 

Net sales _. 

Gross profi t on sales 
Tota l selling, general, and administrative 

A d d other income, net 

Total - '. 
A d d income on outside investments . . 

T o t a l . . -' 
Deduct interest on borrowed money . . 

Dealers' net profils f rom entire 
business before deducting income 

250, 892 
. 9 1 9 

1.49 
.01 

44^1,666 
1,776 

1.97 
.01 

436,842 
1̂ .579 

1.70 
.01 

S.ALES COSTS AND rROFITS 

Net sales _. 

Gross profi t on sales 
Tota l selling, general, and administrative 

A d d other income, net 

Total - '. 
A d d income on outside investments . . 

T o t a l . . -' 
Deduct interest on borrowed money . . 

Dealers' net profils f rom entire 
business before deducting income 

251,811 
57, 506 

194,305. 

1.50 
.34 

446, 441 
.6,5,585 

1.93 
.29 

438, 421 
67, 538 

1.71 
.26 

S.ALES COSTS AND rROFITS 

Net sales _. 

Gross profi t on sales 
Tota l selling, general, and administrative 

A d d other income, net 

Total - '. 
A d d income on outside investments . . 

T o t a l . . -' 
Deduct interest on borrowed money . . 

Dealers' net profils f rom entire 
business before deducting income 

251,811 
57, 506 

194,305. 1.16 380,856- • -i.eci 370,883 1.45 
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T A B L E 138.—Income, expenses, and profi ts per dol lar of net sales f o r motor-vehicle 

dealers and distr ibutors located i n the South A t l a n t i c Stales, years 1935-37—Con . 

DISTEIBUTOHS 

Years 
Number of distributors — 

SALES COSTS AND FROPITS 

Net sales 
Cost of sales 

Gross profit on sales -
Total selling, general, andadminlnstrative 
• e.-cpenses 

Net profit on sales 
Deduct bad debts 

Balance 
Add other income, net 

Total 
Add income on outside investments _. 

Total.-
Deduct interest on borrowed money 

Distributors' net profits from entire 
business before deducting income 
taxes . . . . . 

1936 
20 

1936 
22 

1937 
25 

$12,196,418 
10,004,043 

1, 592, 376 

1,454,889 

137,486 
29,167 

108,319 
30, 616 

138,835 
23, 019 

161,854 
41, 353 

120, 501 

Cents 
100,00 
86.94 

$16,992, 700 
14, 886, 218 

13.06 

11,93 

2,108,4S2 

1, 887, 368: 

1,13 
.24 

219,114 
21,650 

197,404 
> 1,927 

1.14 
,19 

196,537 
15, 638 

1,33 
.34 

211,175 
52, 212 

.99 168,963 

Cents 
100.00 
87.61 

$19,594, 
17,147, 

774 

12.39 

11.10 

2,447, 

2,257, 

1.29 
.13 

180, 
59, 

1.16 
>.01 

121, 
44, 

1,15 
.09 

165, 
12, 

1.24 
.31 

177, 
61, 

583 
047 

116, 636 

Cents 
100.00. 
87.51 

12.49 

11.57 

,92 
,30 

,62. 
.23 

,85 
.06 

,91 
.32 

.69 

I Denotes loss. 

The preceding table shows the income, expenses, and profits per 
dollar of net sales for dealers ancl for distributors, located in the 
South Atlantic States, for the years 1935-37. 

Dealers' results,—These results comprise the operations of 36 
dealers in 1935, 40 dealers in 1936, and 45 dealers in 1937. Reiferring, 
to the operations of the dealers, the table shows the total net sales 
were $16,781,128 m 1935, $22,539,891 in 1936, and $25,479,984 hi 
1937. 

The average gross profits per doUar of net sales were 16.59 cents in 
1936, 16.69 cents in 1936, and 16,86 cents m 1937. _ 

The average total selling, general, and administrative expenses 
decreased per dollar of net sales from 15.15 cents in 1935 to 14.75 
cents in 1936 and mcreased to 15.28 cents in 1937, although the total 
amounts of these expenses increased from $2,542,557 in 1935 to 
$3,323,644 in 1936 and to $3,890,709 m 1937. 

Tbe average deductions for bad debts decreased per dollar of net 
sales from 0,28 cent in 1935 to 0.22 cent in 1936 and to 0.21 cent in 
1937, and the total amounts charged oft' for bad debts were $46,347 
in 1935, $48,844 hi 1936, and $52,021 in 1937. : 

The additions for other incorne, net, averaged per doUar- of net 
sales, 0,23 cent in 1935, 0.25 cent m 1936, and 0,33 cent in 1937, and' 
the total amounts were $55,207 hi 1935, $55,764 in 1936, and $83,077 
in 1937. 

The additions for income from outside investments, averaged per 
dollar of net sales, 0.01 cent in 1935, 0.01 cent in 1936, and 0.01 cent 
m 1937, and the total amounts were $919 in 1935, $1,775 in 1936, and 
$1,579 .m 1937. -

The deductions for interest reported on borrowed money, per 
dollar of net sales, decreased on the average from 0.34 cent in 1935 
to 0.29 cent m 1936 and to 0.26 cent in 1937. The total interest 
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charges amounted to $57,506 m. 1935, $65,585 in 1936, a-nd $67,538 
m 1937. 

This left the average net profits for the dealers' investment in the 
entire busmess 1.16 cents for 1935, 1.69 cents in 1936, and. 1.45 cents 
in 1937 per dollar of net sales. 

The average annual net sales per dealer were $466,142 in 1935, 
$563,497 hi 1936, and $566,222 in 1937, and the average turn-over of 
the total mvestment in the motor-vehicle business was 9.56 thnes in 
1935, 11.11 times in 1936, and 11.03 tunes in 1937. The average 
turn-over of the dealers' investment in the motor-vehicle business 
was 16.10 times in 1935, 19.04 times hi 1936, and 19.16 times in 1937. 

Distributors' results.—These results comprise the operations of 20 
distributors in 1935, 22 distributors in 1936, and 25 distributors in 
1937. The total net sales were $12,196,418 m 1935, $16,992,700 m 
1936, and $19,594,774 in 1937. • . 

The average gross profits per dollar of net sales were 13.06 cents 
in 1935, 12.39 cents in 1936, and 12.49 cents in 1937. 

The average total selling, general, and administrative expenses 
decreased, per dollar of net sales, from 11.93 cents in 1935 to 11.10 
cents in 1936, and increased to 11.57 cents in 1937. The total 
amounts of tbese expenses were $1,454,889 in 1935 to $1,887,368 in 
1936, and $2,267,057 in 1937. 

The average deductions for bad debts decreased per dollar of net 
sales from 0.24 cent in 1935 to 0.13; cent in 1936 and increased to 
0.30 cent in 1937. The total bad debts charged off were $29,167 in 
1935, $21,650 in 1936, and $59,027 in 1937. 

The additions for other income, net, averaged per dollar of net 
sales, 0.25 cent in 1935, 0.23 cent in 1937, and a deduction of 0.01 
cent in 1936; and the total amounts of the additions were $30,316 in 
19-35', $44,196 in 1937, and a deduction of $1,927 in 1936. 

The additions for income from outsiae investments averaged, per 
dollar of net sales, 0.19 cent for 1935, 0.09 cent for 1936, and 0.06 cent 
for 1937; and the total amounts were $23,019 in 1935, $15,638 in 
1936, and $12,006 in 1937. 

The deductions for interest reported on borrowed money were 0.34 
cent per dollar of net sales for 1935, 0.31 cent for 1936, and 0.32 cent 
for 1937. The total interest charges amounted to $41,353 in 1935, 
$52,212 m 1936, and $61,047 in 1937. 

This left the average net profit for the distributors in the entire 
business 0.99 cent in 1935, 0.93 cent in 1936, and 0.59 cent in 1937 
per dollar of net sales. 

The average annual net sales per distributor were $609,821 in 
1936, $772,395 m 1936, and $783,791 in 1937, and the average turn
over of the total investment in the motor-vehicle business was 6.85 
times hi 1935, 8.06 thnes in 1936, and 8.20 times in 1937. The 
average turn-over of the distributors' investment in the motor-
vehicle business was 10.37 times in 1935, 12.85 times in 1936, and 
13.46 times hi 1937. 

Income, expenses;-and profits per dollar of net sales-^East South Cen
tral States.—The followhig table shows the results for the dealers and 
for the distributors operating in the East South Central States: 
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TABLE 139.—Income, expenses, and profits, per dollar of net sales, for motor-vehicle 

dealers and distributors located in the East South Central States, years 19S6—S7 

DEALERS 

Years 1935 
12 

1936 
17 

1937 
18 Number of dealers. . 

1935 
12 

1936 
17 

1937 
18 

SALES COSTS AND PROFITS 

Net sales.. . . . 
Cost of sales 

Gross profi t on sales 
To ta l selling, general, aud administrative 

expenses 

N e t profi t on sales 
Deduct bad debts 

A d d other iucome, net 

$.5,86,5,378 
•1,995,519 

Cents 
100.00 
85.17 

$8,341,373 
7,450,760 

Cents 
100.00 
84.27 

$9, 626,179 
8, 039, 530 

Cents 
100.00 
83.53 

SALES COSTS AND PROFITS 

Net sales.. . . . 
Cost of sales 

Gross profi t on sales 
To ta l selling, general, aud administrative 

expenses 

N e t profi t on sales 
Deduct bad debts 

A d d other iucome, net 

869,859 

764, 471 

14.83 

12.86 

1, 390, 613 

1,127, 837 

15.73 

12.76 

1, 636, 019 

1, 426, 870 

10;47 

14.32 

SALES COSTS AND PROFITS 

Net sales.. . . . 
Cost of sales 

Gross profi t on sales 
To ta l selling, general, aud administrative 

expenses 

N e t profi t on sales 
Deduct bad debts 

A d d other iucome, net 

115,388 
7,270 

1. 97 
.13 

262, 776 
21, 474 

2. 97 
,24 

1,58,779 
19, 957 

1.65 
.21 

SALES COSTS AND PROFITS 

Net sales.. . . . 
Cost of sales 

Gross profi t on sales 
To ta l selling, general, aud administrative 

expenses 

N e t profi t on sales 
Deduct bad debts 

A d d other iucome, net 
103,118 
16, 690 

1.84 
,29 

241, 302 
19, 086 

2.73 
,22 

138,822 
29,890 

1.44 
.31 

SALES COSTS AND PROFITS 

Net sales.. . . . 
Cost of sales 

Gross profi t on sales 
To ta l selling, general, aud administrative 

expenses 

N e t profi t on sales 
Deduct bad debts 

A d d other iucome, net 

124, 814 2 i I3 260,387 2. 95 168,718 1.76 

Deduct interest on borrowed money 

Dealers' net proflts f r o m entire 
busine.ss before deducting rncome 
taxes 

Deduct interest on borrowed money 

Dealers' net proflts f r o m entire 
busine.ss before deducting rncome 
taxes 

124, SW 
29, 328 

2,13 
.60 

260, 387 
34,924 

2.9,5 
.40 

168,718 
39,074 

1.75 
.40 Deduct interest on borrowed money 

Dealers' net proflts f r o m entire 
busine.ss before deducting rncome 
taxes 95. 483 1, 63 225, 463 2.65 129,644 1.35 

DISTEIBUTOES 

1936 
10 

1936 
12 

1937 
12 

$6,296,493 
,5, 525,686 

Cents 
100,00 
87.76 

$9,696,108 
8,371,658 

Cents 
100,00 
87.24 

$11,076,342 
9, 607, 774 

Cents 
100,00 
80.75 

770,808 12.24 1, 224, 450 12.76 1, 467, 568 13.25 

697,621 11.08 1,047,032 10.91 1, 241,445 11.21 

73,187 
1,5,260 

1.16 
.24 

177,418 
17, 642 

1.86 
.18 

226,123 
11, 812 

2.04 
,11 

67, 927 
20, 663 

,92 
,32 

169,776 
13,804 

1.67 
.14 

214,311 
4,939 

1,93 
,05 

73, 490 
4,999 

1.24 
.08 

173,580 
2, 164 

1.81 
.02 

219, 250 
1 2, 004 

1,98 
',02 

S3, 439 
22, 769 

1, 32 
,36 

175, 744 
38, 394 

1.83 
.40 

217, 246 
31,980 

1,90 
.29 

60, 720 ,96 137, 350 1.43 186, 260 1.67 

Years 
Number of distributors. 

SALES coats AND PROFITS 

Net sales 
Cost of sales. 

Gross profit on .<iales 
Total selliug, general, and administrative 

expenses 

Net profit on sales. 
Deduct bad debts 

Add other income, net 

Add income on outside inrestmcnts.. 

Deduct interest on borrowed money. 

Distributors' nat profits from entire 
business before deducting income 
taxes 

• Denotes loss. 

The preceding table shows the income, expenses, and_profits per 
dollar of net sales for dealers and for distributors located in the East 
South Central States for the years 1935, 1936, and 1937. 

Dealers' results.—These results comprise the operations of 12 dealers 
in 1935, 17 dealers in 1936, and 18 dealers in 1937. Referring to the 
operations of the dealers, the table shows the total net sales were 
$5,865,378 in 1935, $8,841,373 in 1936, and $9,625,179 in 1937. 

The average gross profits per dollar of net sales were 14.83 cents in 
1935, 15.73 cents in 1936, a.nd 16.47 cents in 1937. 

The average total selling, general, and administrative expenses per 
dollar of net sales were 12.86 cents in 1935, 12.76 cents in 1936, and 
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14.82 cents in 1937, although the total amounts of these expenses 
increased from $754,471 m. 1935, to $1,127,837 in 1936, and $1,426,870 
m 1937. 

The average deductions for bad debts per dollar of net sales were 
0.13 cent in 1935, 0.24 cent in 1936, and 0.21 cent in 1937, and the total 
amounts chargecl off for bad debts were $7,270 in 1935, $21,474 in 
1936, and $19,967 in 1937_. 

The additions for other mcome, net, averaged per dollar of net sales, 
0.29 cent in 1935, 0.22 cent in 1936, and 0.31 cent in 1937, the total 
amounts bemg $16,696 in 1935, $19,085 in 1936, and $29,896 in 1937. 

There were no additions for income from outside investments 
during any of the 3 years. 

The deductions for reported interest on borrowed money, per dollar 
of net sales, decreased on the average from 0,50 cent in 1935 to 0.40 
cent during the years 1936 and 1937, and the total interest charges 
amounted to $29,326 in 1935, $34,924 in 1936, and $39,074 in 1937. 

This left the average net profit for the dealers in the entire business 
I . 63 cents for 1935, 2.55 cents in 1936, and 1.35 cents in 1937 per 
dollar of net sales. 

The average annual net sales per dealer were $488,782 in 1935, 
$620,081 in 1936, and $634,732 in 1937, and the average turn-over of 
the total investment in the motor-vehicle business was 4.96 times in 
1935, 6,20 times in 1936, and 6.05 times in 1937. The average turn
over of the dealers' investment in the motor-vehicle business was 7.25 
tunes in 1935, 8.98 times in 1936, and 9.07 times in 1937. 

Distributors' results.—These .results comprise the operations of 10 
distributors in 1936 and 12 distributors in 1936 and 1937. The total 
net sa.les were $6,296,493 in 1936, $9,596,108 in 1936, and $11,075,342 
in 1937. 

The average gross profits per dollar of net sales were 12.24 cents in 
1935, 12.76 cents in 1936 and 13.25 cents in 1937. 

The average total selling, general, and administrative expenses were 
I I . 08 cents in 1935, 10.91 cents in_1936, and 11.21 cents in 1937. The 
total amounts of these expenses increased from $697,621 in 1935, to 
$1,047,032 in 1936, and $1,241,445 in 1937. 

The average deductions for bad debts decreased per dollar of net 
sales from 0.24 cent m 1935 to 0.18 cent in 1936 and 0.11 cent in 1937. 
The total bad debts charged off were $15,260 in 1935, $17,642 in 1936, 
and $ll,81_2_in 1937. 

The additions for other income, net, averaged per dolla,r of net sales, 
0.32 cent in 1935, 0.14 cent in 1936, and 0.05 cent in 1937, and the 
total amounts were $20,563 in 1935, $13,804 in 1936, and $4,939 in 
1937. 

The additions for income from outside investments averaged, per 
dollar of net sales, 0,08 cent for 1935, 0.02 cent for 1936, and a deduc
tion of 0.02 cent in 1937, and the total amounts were $4,999 in 1935, 
$2,164 in 1936, and a deduction of $2,004 in 1937. 

Tbe deductions for interest reported on borrowed money were 0.36 
cent per dollar of net sales for 1935, 0.40 cent for 1936, and 0.29 cent 
for 1937. The total interest charges amounted to $22,769 in 1935, 
$38,394 in 1936, and $31,980 in 1937. 

This left the average net profit for the distributors in the entire 
business 0.96 cent hi 1935, 1.43 cents in 1936, and 1,67 cents in 1937 
per dollar of net sales. 
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The average annual net sales per distributor were $629,649 in 1935, 

$799,676 in 1936, ancl $922,945 in 1937, and the average turn-over of 
the total investment in the motor-vehicle business was 9.86 times in 
1935, 10.19 times ha 1936, and 11.09 thnes in 1937. The average turn
over of distributors' investment in tbe motor-vehicle business was 
18.07 times in 1935, 18.98 thnes in 1936, and 19.26 times in 1937. 

Income, expenses, and profits per dollar of net sales—West So-uth 
Central States.—-The following table shows the results for the dealers 
and for the distributors operating in the West South Central States. 

TABLE 140.—Income, expenses, and profits per dollar of net sales for motor vehicle 
dealers and distributors, located in the West South Central States, 1935-37 

DEALERS 

Years . . . . - - - . 1935 
28 

1936 
32 

1937 
35 Number of dealers 

1935 
28 

1936 
32 

1937 
35 

SALES COSTS A N D PROFITS 
Net sales 
Cost of sales . . 

$10, 735, 721 
9.036, 306 

Cents 
100.00 
84.18 

$15, 104, 665 
12, 623, 896 

Cents 
100.00 
83. 58 

$16, 674, 552 
13,976,0.59 

Cents 
100.00 
83.82 

Gross p ro f i t on sales 
Tota l selling, general, and administrat ive 

expenses 

1, 698, 910 

1, 628, 124 

16. 82 

14.23 

2, 480, 769 

2, 049, 215 

16. 42 

13. 56 

2, 698, 493 

2, 387, 705 

16.18 

14.32 

Net prof i t on sales 
Deduct bad debts.. . . 

170, 792 
28. 762 

l.,59 
.27 

431, 664 
40.511 

2.86 
.27 

310, 788 
35 690 

1.86 
.21 

A d d other income net. 

A d d income on outside investments 

Deduct interest ou borrowed money 

Dealers' net profits f rom entire busi
ness before deducting Federal and 
.State income taxes . . 

142. 030 
41, 661 

1. 32 
.39 

391, 043 
48,125 

2. 59 
.32 

275, 098 
91,673 

1.65 
.55 A d d other income net. 

A d d income on outside investments 

Deduct interest ou borrowed money 

Dealers' net profits f rom entire busi
ness before deducting Federal and 
.State income taxes . . 

1,33, 691 
10. 429 

1.71 
. 10 

439, 168 
6,609 

2. 91 
.05 

366, 771 
10, OSO 

2.20 
.06 

A d d other income net. 

A d d income on outside investments 

Deduct interest ou borrowed money 

Dealers' net profits f rom entire busi
ness before deducting Federal and 
.State income taxes . . 

194,120 
45, 051 

1.81 
.42 

445, 777 
,53, 613 

2.90 
.36 

376. 851 
60,380 

2. 26 
.,36 

A d d other income net. 

A d d income on outside investments 

Deduct interest ou borrowed money 

Dealers' net profits f rom entire busi
ness before deducting Federal and 
.State income taxes . . 149, 069 1. 39 392,164 2. 60 310, 471 1,C0 

DISTRIBUTORS 

Years . . _ . . 1935 
14 

1936 
18 

1937 
20 Number of distributors 

1935 
14 

1936 
18 

1937 
20 

SALES COSTS A N D PROFITS 
Net sales 
Cost of sales 

Gross prof i t on sales -
To ta l selling. General, and administrative 

expenses 

Net prof i t ou sales 
Deduct bad debts 

$10,434, 830 
9, 174,921 

Cents 
100. 00 
87.93 

$16, 840,488 
14, 760, 600 

Cents 
100.00' 
87. 66 

$20, 083, 883 
17, 5.58, 229 

Cents 
100.00 
87.40 

SALES COSTS A N D PROFITS 
Net sales 
Cost of sales 

Gross prof i t on sales -
To ta l selling. General, and administrative 

expenses 

Net prof i t ou sales 
Deduct bad debts 

1, 259, 909 

1, 100, 615 

12. 07 

10. ,54 

2, 095, 888 

1,808. 566 

12. i i 

10.73 

2, 630, 654 

2, 288, 644 

12. 60 

11.40 

SALES COSTS A N D PROFITS 
Net sales 
Cost of sales 

Gross prof i t on sales -
To ta l selling. General, and administrative 

expenses 

Net prof i t ou sales 
Deduct bad debts 

159. 294 
18. 129 

1,53 
,18 

287, 322 
28, 143 

1.71 
. 17 

242, 010 
50. 539 

1.20 
.25 

A d d other income net . . . . . . . . . . . 

Deduct interast on borrowed money . . . . . 

141.166 
47.416 

1.35 
.46 

2,59, 179 
85, 637 

1. 54 
.51 

191.471 
84, 751 

.95 

.42 A d d other income net . . . . . . . . . . . 

Deduct interast on borrowed money . . . . . 

188, 581 
1.402 

1.81 
.01 

344,816 
7,128 

2.05 
.04 

276, 222 
6, 646 

1.37 
.03 

A d d other income net . . . . . . . . . . . 

Deduct interast on borrowed money . . . . . 
189. 983 
45. 632 

1.82 
.44 

351, 944 
60, 649 

2.09 
.36 

282. 868 
88. 033 

1. 40 
.43 

Dis t r ibntors ' not profits f rom entire 
business before deducting Federal 
and State income taxes 144, 451 1.38 291, 396 1.73 194, 835 .97 

The preceding table shows the income, expenses, and profits, per 
dollar of net sales, for dealers and for distributors located in the West 
South Central States for years 1935-37. 

Dealers' results.—These residts comprise the operations of 28 
dealers in 1935, 32 dealers in 1936, and 35 dealers in 1937. 

The total net sales were $10,735,721 in 1935, $15,104,666 in 1936, 
and $16,674,552 in 1937, 
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The average gross profits, per dollar of net sales, were 15.82 cents 
m 1936, 16.42 cents in 1936, and 16.18 cents in 1937. 

The average total selling, general, and administrative expenses 
decreased from 14.23 cents per dollar of net sales in 1935 to 13.56 
cents in 1936 and increased to 14.32 cents in 1937. The total amounts 
of these expenses were, for the respective years, $1,528,124, $2,049,215, 
and $2,387,705. 

The average deductions for bad debts were 0,27 cent in 1935, 0.27 
cent in 1936, and 0.21 cent in 1937, the total deductions amounting to 
$28,762, $40,511, and $35,690 for the respective yea.rs. 

The addition to profits for other income, net, averaged per dollar 
of net sa.les, 0.39 cent for 1935, 0.32 cent for 1936, and 0.55 cent for 
1937, and the total amounts were $41,661, $48,125, and $91,673 for 
the respective years. 

The additions to profits from outside investments averaged, per 
dollar of net sales, 0.10 cent, 0.05 cent, and 0.06 cent for the respective 
years. The total amounts were $10,429 in 1935, $0,609 in 1936, and 
$10,080 in 1937. 

The deductions from profits for reported interest on borrowed 
money averaged, per dollar of net sales, 0.42 cent in 1935, 0.36 cent 
in 1936, and 0.36 cent in 1937. Tbe total interest charges were 
$45,051, $53,613, and $60,380 for the respective years. 

This left the average net profits for the dealers' investment in the 
entire business 1,39 cents in 1936, 2.60 cents i n 1936, and 1,90 cents 
in 1937, per dollar of net sales. 

The average annual net sales per dealer were $383,419 in 1935, 
$472,021 in 1936, and $476,416 in 1937, and the average turn-over of 
the total investment in the motor-vehicle business was 6.51 times in 
1936, 7,93 times in 1936, and 7,22 thnes in 1937. The average turn
over of the dealers' investrnent in the motor-vehicle business was 
10,05 times in 1935, 12.40 times in 1936, and 11,31 times in 1937. 

Distributors' results.—These residts comprise the operations of 14 
distributors in 1935, 18 distributors in 1936, and 20 distributors in 
1937. 

The total net sales were $10,434,830 m 1936, $16,846,488 in 1936, 
and $20,088,883 in 1937. 

The avera.ge gross profits, per dollar of net sales, were 12.07 cents 
in 1935, 12,44 cents in 1936, and 12.60 cents in 1937. 

The average total selling, general, and administrative expenses were 
10.54 cents per dollar of net sales in 1935, 10.73 cents in 1936, and 
11.40 cents in 1937, showing an increase for each j'̂ ear. The total 
amounts of these expenses were $1,100,615, $1,808,566, and $2,288,644 
for the respective years. 

The average deductions for bad debts were 0.18 cent in 1935, 0.17 
cent in 1936, and 0.25 cent in 1937. The total amoimts for the 
respective years were $18,129, $28,143, and $50,539. 

'The additions to profits from other income, net, averaged 0.46 cent 
per dollar of net sales in 1935, 0.51 cent in 1936, and 0.42 cent in 1937, 
and the total amounts were $47,416 in 1936, $85,637 in 1936, and 
$84,751 in 1937. 

The addition to profits from outside investments averaged 0.01 
cent in 1935, 0.04 cent in 1936, and 0.03 cent in 1937. The total 
amounts of these profits were $1,402 in 1935, $7,128 in 1936, and 
$6,646 in 1937. 
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The deductions from profits for interest reported on borrowed money 

were 0,44 cent in 1935, 0.36 cent in 1936, and 0.43 cent in 1937. The 
total interest charges were $45,532 in 1935, $60,549 in 1936, and 
$88,033 in 1937. 

The total net profits for the distributors in the entire business, per 
•dollar of net sales, averaged 1.38 cents in 1935, 1.73 cents in 1936, 
and 0.97 cent in 1937. The total amounts of the net profits were 
$144,451 in 1936, $291,395 in 1936, and $194,835 in 1937. 

The average annual net sales per distributor were $745,345 in 1935, 
.$935,916 in 1936, and $1,004,444 in 1937_, and the average turn-over 
•of the total investment in the motor-vehicle business was 8.13 times 
in 1935, 10.27 times in 1936, and 9.16 times in 1937. The average 
turn-over of the distributors' investment in the motor-vehicle business 
was 15.71 times in 1935, 21.40 times in 1936, and 21.88 times in 1937. 

Income, expenses, and profits per dollar of net sales—Mountain 
States,—Tbe following table shows the results for the dealers and for 
the distributors operatmg in the Mountain States for the years 
1935-37. 

T-'^BLB 141.-—Income, expenses, and profits, per dollar of net sales, for motor-vehicle 
dealers and distributors located in the Mountain States, 1935-37 

DEALERS 

Years. . 1935 
13 

1936 
14 

1937 
15 Number of dealers 

1935 
13 

1936 
14 

1937 
15 

SALES COSTS AND PROFITS 

N e t sales 
Cost of sales . . . . . . . . . . . . . 

Gross prof i t on sales . . . . . 
Tota l selling, general, and administrative 

expenses - . . 

Net prof i t on sales 

Deduct bad debts 

A d d other income, net 

Deduct interest on borrowed m o n e y . . 
Dealers' net prof i t sfrom entire busi

uess before deducting income ta.^6S. 

$3,913,802 
3, 179,437 

Cents 
100,00 
81.23 

$6,539, 304 
4, 569, 729 

Cents 
100.00 
82.60 

$5, 685,185 
4, 648. 40! 

Cents 
100.00 
81.76 

SALES COSTS AND PROFITS 

N e t sales 
Cost of sales . . . . . . . . . . . . . 

Gross prof i t on sales . . . . . 
Tota l selling, general, and administrative 

expenses - . . 

Net prof i t on sales 

Deduct bad debts 

A d d other income, net 

Deduct interest on borrowed m o n e y . . 
Dealers' net prof i t sfrom entire busi

uess before deducting income ta.^6S. 

734, 425 

671, 508 

18.77 

17.16 

969, 575 

853, 740 

17.50 

15. 41 

1, 036, 782 

939, 628 

18.24 

16.63 

SALES COSTS AND PROFITS 

N e t sales 
Cost of sales . . . . . . . . . . . . . 

Gross prof i t on sales . . . . . 
Tota l selling, general, and administrative 

expenses - . . 

Net prof i t on sales 

Deduct bad debts 

A d d other income, net 

Deduct interest on borrowed m o n e y . . 
Dealers' net prof i t sfrom entire busi

uess before deducting income ta.^6S. 

02,917 
12, 534 

1.61 
.32 

115,336 
10, 967 

2.09 
.20 

97, L54 
10, 989 

1.71 
,19 

SALES COSTS AND PROFITS 

N e t sales 
Cost of sales . . . . . . . . . . . . . 

Gross prof i t on sales . . . . . 
Tota l selling, general, and administrative 

expenses - . . 

Net prof i t on sales 

Deduct bad debts 

A d d other income, net 

Deduct interest on borrowed m o n e y . . 
Dealers' net prof i t sfrom entire busi

uess before deducting income ta.^6S. 

50, 333 
16, 003 

1.29 
,33 

104, 868 
20; 096 

1.89 
.36 

86,165 
21, 331 

1.62 
.38 

SALES COSTS AND PROFITS 

N e t sales 
Cost of sales . . . . . . . . . . . . . 

Gross prof i t on sales . . . . . 
Tota l selling, general, and administrative 

expenses - . . 

Net prof i t on sales 

Deduct bad debts 

A d d other income, net 

Deduct interest on borrowed m o n e y . . 
Dealers' net prof i t sfrom entire busi

uess before deducting income ta.^6S. 

65, 386 
16, 300 

1, 67 
,42 

124,904 
19, 482 

2.25 
.36 

107, 990 
23,811 

1.90 
.42 

SALES COSTS AND PROFITS 

N e t sales 
Cost of sales . . . . . . . . . . . . . 

Gross prof i t on sales . . . . . 
Tota l selling, general, and administrative 

expenses - . . 

Net prof i t on sales 

Deduct bad debts 

A d d other income, net 

Deduct interest on borrowed m o n e y . . 
Dealers' net prof i t sfrom entire busi

uess before deducting income ta.^6S. 
49,086 1, 25 106, 482 1.90 84,186 1.48 

• !i: 

DISTRIBUTORS 

Years ^ 
Number of distributors 

SALES COSTS AND PROFITS 

Net sales.-
•Cost of sales 

Gross profit on sales . 1 
Total selling, general, and administrative 

expenses 

Net profit on sales , 

Deduct bad debts. j 

Add other income, net 

Add income on outside investments 

Deduct interest on borrowed money 
Distributors' net profits from entire 

business before deducting income 
taxes 

1935 
12 

1936 
14 

1937 
15 

$6,360,665 
5, 413, 251 

943, 304 

809, 630 

133, 
28, 

106,026 
34,491 

139, 516 
379 

139, 895 
26, 820 

114, 076 

Cents 
100,00 
85.16 

$8,804,922 
7, 651,130 

14.84 1, 253, 792 

1,074, 970 

2.11 
,46 

178,822 
25, 736 

1.65 
.54 

2.19 

2.19 
.40 

1.79 

163, 086 
43,894 

196, 980 
347 

197, 327 
29,007 

168,320 

Cents 
100.00 
85.76 

$8, 479, 635 
7, 270, 203 

1, 209, 332 

1, 134, 478 
2.03 
.29 

1.74 
,50 

2.24 
.33 

1.91 

74,354 
20,877 

63, 977 
61, 681 

105, 668 
100 

105, 763 
28, 066 

77,702 

Cents 
100,00 
85.74 

13. 38 

.64 

.61 

1.25 

1.25 
.33 

.92 



I 

iJ 882 FEDERAL TRADE COMMISSION 

The preceding table shows the income, expenses, and profits, per 
dollar of net sales, for dealers and for distributors located in the 

I Mountain States, for the years 1935-37. 
I Dealers' results.—These residts comprise the operations of 13 

dealers in 1935, 14 dealers in 1936, and 15 dealers in 1937. Referring 
to the operations of tbe dealers the table shows tbe total net sales were 

I $3,913,862 in 1935, $5,539,304 in 1936, and $5,685,185 in 1937. 
The averâ ge gross profits, per dollar of net sales, were 18,77 cents in 

1935, 17.50 cents hi 1936, and 18,24 cents m 1937. _ 
The average total selling, general, and administrative expenses 

decreased, per dollar of net sales, from 17.16 cents in 1935 to 15.41 
cents in 1936 and increased to 16.53 cents in 1937, although the total 
amounts of these expenses increased from $671,508 m 1935 to 

I $853,740 in 1936 and to $939,628 in 1937. 
II The average deductions for bad debts decreased, per dollar of net 

sales, from 0.32 cent in 1935 to 0,20 cent in 1936 and to 0.19 cent hi 
1937, and the total amoimts charged off for bad debts were $12,534 
in 1935, $10,967 in 1936, and $10,989 in 1937. 

The additions for other income, net, averaged, per dollar of net 
sales, 0.38 cent in 1935, 0.36 cent in 1936, and 0.38 cent in 1937, and 
the total amounts were $15,003 in 1935, $20,096 in 1936, and $21,831 
in 1937. 

There were no additions for income from outside investments 
I «j reported for the respective j^ears. 

The deductions for reported interest on borrowed money, per 
dollar of net sales, decreased on the average from 0,42 cent in 1935 to 
0.35 cent in 1936 and increased to 0.42 cent in 1937. The total 
interest charges amounted to $16,300 in 1936, $19,482 in 1936, and 
$23,8_llin 1937. 

This left the average net profits for the dealer's investment in the 
entire business 1.25 cents for 1935, 1.90 cents for 1936, and 1.48 cents 
in 1937 per dollar of net sales. 

The average annual net sales per dealer were $301,066 in 1935, 
$395,665 in 1936, and $379,012 in 1937, and the average turn-over of 
the total investment in the motor-vehicle business was 5.74 times in 
1935, 7.42 times in 1936, and 6.66 times m 1937/ The average turn
over of the dealer's investment in the motor-vehicle business was 8.14 
times hi 1935, 10.69 times in 1936, and 10.47 times in 1937. 

Distributors' results.—These results comprise the operations of 12 
distributors in 1935, 14 distributors in 1936, and 15 distributors in 
1937. The total net sales were $6,366,655 in 1935, $8,804,922 in 1936, 
and $8,479,535 in 1937. 

The average gross profits, per dollar of net sales, were 14.84 cents in 
1935, 14.24 cents in 1936, and 14.26 cents in 1937. _ 

The average total selling, general, and administrative expenses 
decreased, per dollar of net sales, from 12.73 cents in 1935 to 12.21 
cents in 1936, and increased to 13.38 cents in 1937. The total amounts 
of these expenses were $809,530 in 1935, $1,074,970 in 1936, and 
$1,134,478 in 1937. 

Tbe average deductions for bad debts decreased, per dollar of net 
sales, from 0.46 cent in 1935 to 0.29 cent in 1936 and to 0.24 cent in 
1937. The total bad debts charged off were $28,749 in 1936, $25,736 
in 1936, and $20,877 in 1937. 
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The additions for other income, net, averaged, per dollar of net sales, 

0.54 cent in 1935, 0.50 cent in 1936, and 0.61 cent in 1937, and the total 
amoimts were $34,491 in 1935, $43,894 in 1936, and $51,681 in 1937. 

The additions for income from outside iuA êstments were, per dollar 
of net sales, less tban 0.01 cent for each of the ĵ ears 1935, 1936, and 
1937, and the total reported amounts were $379 for 1935, $347 for 
1936, and $100 for 1937. 

The deductions for reported interest on borrowed money were 0.40 
cent per dollar of net sales for 1935, 0.33 cent for 1936, and 0.33 cent 
for 1937. The total reported interest charges amounted to $25,820 in 
1935, $29,007 in 1936, and $28,056 in 1937, 

This left the average net profit for the distributors in the entire 
business 1.79 cents in 1935, 1.91 cents in 1936, and 0,92 cent in 1937 
per dollar of net sales. 

The average annual net sales per distributor were $529,713 in 1935, 
$628,923 in 1936, and $565,302 in 1937, and the average turn-over of 
the total investment in the motor-vehicle business was 5.48 times in 
1935, 6.63 times in 1936, and 5,36 times in 1937. The average turn
over of the distributors' investment in the motor-vehicle business was 
8.05 times in 1935, 10.07 times in 1936, and 7.62 times in 1937. 

Income, expenses, and profits per dollar of net sales—Pacific States.— 
The following table shows the results for the clealers and for the dis
tributors located in the Pacific States for the years 1935-37: 

TABLE 142.—Income, expenses, and profits, per dollar of net sales, for moior-vehicle 
dealers and distribidors located in the Pacific States, 1936-37 

D E A L E R S 

Years. 
Number of dealers 

SALES COSTS AND PEOFITS 

Net sales 
Cost of sales 

Gross profit on sales 
Total selling, general, and administrative 

expenses 

Net profit ou sales 

Deduct bad debts -

Add other income, net 

Deduct interest on borrowed money 
Dealers' net profit from entire 

business before deducting Federal 
and State income taxes. 

1935 
26 

$10,208,435 
8, 569,005 

1,039,430 

1,4S4,094 

156, 336 
23,142 

132,194 
51, 782 

183, 976 
40, 241 

143, 735 

Cents 
100. OO 
83,94 

10,05 

14, 64 

1.52 
,22 

1,30 
,60 

1,80 

1936 
32 

$13, 549, 936 
11,301,130 

2,188,800 

1, 941, 329 

247, 471 
27, ,564 

219,907 
75,274 

295,181 
49, 845 

245, 336 

Cents 
100,00 
33.85 

16.15 

14.32 

1.83 
.21 

.68 

2.18 
.37 

1.81 

1937 
36 

$14,316,688 
11,869,593 

2,447,095 

2,288,006 

159, 090 
28,266 

130, 824 
90,486 

221,310 
60, 382 

160, 928 

Cents 
100,00 
82,91 

17.09 

15.98 

1.11 
.20 

.91 

.63 

1.54 
.42 

1,12 
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TABLE 142.—Income, expenses, and profits, per dollar of net sales, for motor-vehicle 
dealers and distributors located in the Pacific States, 1936-37—Continued 

D I S T R I B U T O R S 

Years 
Number of distributors 

SALES COSTS A N D PEOFITS 

Net sales 
Cost of sales 

Gross profi t on sales 
To ta l selliug, general, and administrative 

expenses , 

Ne t prof i t on sales 

Deduct bad debts 

A d d other income, net 

A d d income on outside investments 

Deduct interest on borrowed money 

Distr ibutors ' net prof i t f rom entire 
business before deducting Federal 
and State income taxes 

1935 
9 

1936 
10 

1937 
11 

32, 777, 
19, 606, 

3,171, 

2, 659, 

511, 
9, 

502, 
33, 

,721 
13 

635, 
68, 

467, 572 

Cents 
100.00 
86.08 

$29, 631, 700 
25, 638,183 

13.92 

11.67 

4, 093, 617 

3, 466, 053 

2.25 
.04 

628, 464 
6, 609 

2,21 
. 14 

621, 965 
39, 743 

2.35 661, 698 
25 

2. 35 
.30 

661,723 
79,072 

2.05 582, 651 

Cents 
100. 00 
86.19 

$31, 060, 788 
26, 016, 344 

13,81 

11,69 

4,436, 444 

3, 930, 636 

2.12 
,02 

504, 758 
9, 511 

2,10 
.13 

496, 247 
46, 398 

541, 646 
26 

2, 23 
.26 

541, 070 
S3, 006 

1,97 458, 664 

Cents 
100.00 
35.72 

14.28 

12.66 

1.62 
.03 

1.69 
.15 

1.74 

1.74 

1,48 

The preceding table shows the income, expenses, and profits per 
dollar of net sales for dealers and for distributors, located in the Pacific 
States, for the years 1935, 1936, and 1937. 

Dealers' results,—These results comprise the operations of 26 dealers 
in 1935, 32 dealers in 1936, and 35 dealers in 1937. Referring to the 
operations of the dealers the table shows the total net sales were 
$10,208,435 in 1935, $13,549,936 hi 1936, and $14,316,688 in 1937. 

The average gross profits per dollar of net sales were 16.06 cents in 
1935, 16.1:5 cents in 1936, and 17.09 cents in 1937. 

The average total selhng, general, and administrative expenses 
decreased per dollar of net sales from 14.54 cents in 1935 to 14.32 cents 
in 1936 and increased to 16.98 cents in 1937, although the total 
amoimts of these expenses increased from $1,484,094 in 1936 to $1,-
941,329 in 1936 and $2,288,005 in 1937. 

The average deductions for bad debts decreased per dollar of net 
sales from 0.22 cent in 1936 to 0.21 cent in 1936 and to 0.20 cent m 
"1937. The total amoimts charged off for bad debts were $23,142 in 
1936, $27,564 in 1936, and $28,266 in 1937. 

The additions for other income, net, averaged, per dollar of net sales, 
0.50 cent in 1935, 0,56 cent hi 1936, and 0.63 cent in 1937, and the total 
amounts of these additions were $61,782 in 1935, $76,274 in 1936, and 
$90,486 in 1937. 

There were no additions for income from outside investments for 
this group of dealers for these 3 years. 

The deductions for interest reported on borrowed money, per dohar 
of net sales, were 0.39 cent in 1935, 0.37 cent in 1936, and 0.42 cent in 
1937, The total interest charges amounted to $40,241 m 1935, 
$49,845 in 1936, and $60,382 in 1937. 

This left the average net profit for the dealers from thi entire 
business 1.41 cents in 1935, 1.81 cents in 1936, and 1.12 cents in 1937, 
per dollar of net sales. 



REPOR'T ON MOTOR VEHICLE INDUSTRY 885 

The average annual net sales per dealer were $392,632 in 1935, 
$423,436 in 1936, and $409,048 in 1937, and the average turn-over of 
the total investment in the motor-vehicle business was 6.62 times in 
1936, 7.13 times in 1936, and 6.49 times hi 1937. The average turn
over of the dealers' investment in the motor-vehicle business was 9.80 
times in 1935, 11.32 times hi 1936, and 11.04 times in 1937. 

Distributors' results.—These results comprise the operations of 
9 distributors in 1935, 10 distributors in 1936, and 11 distributors in 
1937. The total net sales were $22,777,326 m 1935, $29,631,700 in 
1936, and $31,050,788 in 1937. 

The average gross profits per dollar of net sales were 13.92 cents in 
1935, 13.81 cents in 1936, and 14.28 cents hi 1937. 

The average total selling, general, and administrative expenses 
increased, per dollar of net sales, from 11.67 cents in 1935 to 11,69 
cents in 1936, and to 12.66 cents in 1937. The total amoimts of these 
expenses were $2,659.,602 in 1936, $3.,465,053 m 19.36, and $3,930,686 
m 1937. ; 

The average deductions for bad debts were 0.04 cent in 1935, 0.02 
cent in 1936, and 0,03 cent in 1937. The total bad debts charged off 
were $9,788 in 1935, $6,509 in 1936, and $9,511 in 1937. 

The additions for other income, net, averaged, per dollar of net 
sales, 0.14 cent in 1936, 0,13 cent in 1936, and 0.15 cent hi 1937, and-
the total amounts were $33,702 hi 1935, $39,743 in 1936, and $46,398 
in 1937. 

The additions for income from outside investments amoimted to 
$13 in 1935 and $25 per year in 1936 and in 1937, 

The deductions for interest reported oh borrowed money were 0.30 
cent in 1936, 0.26 cent hi 1936, and O.26 cent in 1937- The total 
interest charges amounted to $68,162 in 1935, $79,072 m 1936, and 
$83,006 in 1937. 

This left the average net profit for the distributors from the entire 
business 2.05 cents in 1935, 1.97 cents in 1936, and 1.48 cents in 1937 
per dollar of net sales. 

The average annual net sales per distributor were $2,530,814 in^ 
1935, $2,963,170 in 1936, and $2,822,799 hi 1937, and the average turn
over of the total investment m the motor-vehicle business was 8.28 
times in 1935, 8.58 times in 1936, and 8.17 times in 1937. 

The average turn-over of the distributors' investment in the motor-
vehicle business was 12.96 times in 1935, 14.20 times in 1936, and 
13.60 times in 1937. 

S-ummary of nei sales, costs, and gross profits—all regions.—The table 
on page 886 shows the summary of net sales, costs, and gross profits, 
by departments, for motor-vehicle dealers and for motor-vehicle 
chstributors ih 45 States and the District of Columbia, years. l9J5>5-37. 

Included in the general and adnunistrative expenses reportevl ar^ 
the salaries paid executives and owmers of unincorporated conipanies. 

The reported salaries paid owners amount to about 0.87 cent per 
dollar of total net sales by dealers and to about 0.43 cent per dollar 
of total net sales by chstributors, for each of the years 1935, 1936, and 
1937. The exclusion of the salaries paid owners would, accordingly, 
increrse the net profits per dollar of net sales by the above amounts. 



TABLE 143.~jSMmwior.2/ of net sales, costs, and gross profiis,-:.by departments, for motor-vehicle dealers and for motor-vehicle distrihulors in 45 00 
States-and the Distric of Columbia, years i9S6-S7 • 

DEALERS 

Number 
of cars 

Net sales Cost of sales Gross profits 
Selling, general and 

adminis t ra t ive 
expenses 

Net profit on .sales 
before interest, 
o t h e r income, 
and other de
ductions Number 

of cars 

Amount 
Percent 

of 
total 

Amount 
Percent 

of 
sales 

Amount 
Percent 

of 
sales 

Amount 
Percent 

of 
sales 

Amount 
Per

cent of 
sales 

1935 

79,841 
121, 961 

$65,084,795 
26,819, 725 
16, 621,001 

60,03 
24, 73 
15.24 

$61,427,763 
28,406, 792 
10, 297, 227 

79.02 
106.92 
62.33 

$13,657,032 
• 1, 687,067 
6, 223, 774 

20,98 
'5,92 
37,67 

Used cars.--. . . 
79,841 

121, 961 
$65,084,795 
26,819, 725 
16, 621,001 

60,03 
24, 73 
15.24 

$61,427,763 
28,406, 792 
10, 297, 227 

79.02 
106.92 
62.33 

$13,657,032 
• 1, 687,067 
6, 223, 774 

20,98 
'5,92 
37,67 

79,841 
121, 961 

$65,084,795 
26,819, 725 
16, 621,001 

60,03 
24, 73 
15.24 

$61,427,763 
28,406, 792 
10, 297, 227 

79.02 
106.92 
62.33 

$13,657,032 
• 1, 687,067 
6, 223, 774 

20,98 
'5,92 
37,67 

To ta l . . . . . . 

1936 

New cars and trucks—retail . 

$65,084,795 
26,819, 725 
16, 621,001 

60,03 
24, 73 
15.24 

$61,427,763 
28,406, 792 
10, 297, 227 

79.02 
106.92 
62.33 

$13,657,032 
• 1, 687,067 
6, 223, 774 

20,98 
'5,92 
37,67 

To ta l . . . . . . 

1936 

New cars and trucks—retail . 

201,802 108,425, 621 100.00 90,131, 782 83,13 18,293,J.39; 16.87 $16,900,701 16.50 $1,393,038 • 1,28 To ta l . . . . . . 

1936 

New cars and trucks—retail . 105,928 
173,740 

90, 130,815 
39,473,984 
21,764,634 

69.55 
26.08 
14.37 

70, 044, 393 
42, 799, 710 
13, 630, 212 

77,71 
108,43 
62,65 

20,086,422, 
1 3,325, 726 

8,124,422. 

22.29 
1 3.43 
37. 36 

Used cars . . 
105,928 
173,740 

90, 130,815 
39,473,984 
21,764,634 

69.55 
26.08 
14.37 

70, 044, 393 
42, 799, 710 
13, 630, 212 

77,71 
108,43 
62,65 

20,086,422, 
1 3,325, 726 

8,124,422. 

22.29 
1 3.43 
37. 36 

105,928 
173,740 

90, 130,815 
39,473,984 
21,764,634 

69.55 
26.08 
14.37 

70, 044, 393 
42, 799, 710 
13, 630, 212 

77,71 
108,43 
62,65 

20,086,422, 
1 3,325, 726 

8,124,422. 

22.29 
1 3.43 
37. 36 

Total 

1937 

New cars aud trucks—retail... 

90, 130,815 
39,473,984 
21,764,634 

69.55 
26.08 
14.37 

70, 044, 393 
42, 799, 710 
13, 630, 212 

77,71 
108,43 
62,65 

20,086,422, 
1 3,325, 726 

8,124,422. 

22.29 
1 3.43 
37. 36 

Total 

1937 

New cars aud trucks—retail... 

279,668 161, 359, 433 100, 00 126,474,315 83, 60 24,88,5,118 16.44 22,197,938 14,07 2,637, 180 1.77 Total 

1937 

New cars aud trucks—retail... 116, 349 
189, 397 

98,918, 308 
47, 256,137 
26, 509,387 

57, 28 
27, 37 
15.35. 

75,948, 360 
51, 292,013 
16, 581, 842 

76.78 
108.64 
62.56 

22,969,948 
1 4, 035, 876 

9, 927, 545 

23,22 
• 8.64 
37.45 

116, 349 
189, 397 

98,918, 308 
47, 256,137 
26, 509,387 

57, 28 
27, 37 
15.35. 

75,948, 360 
51, 292,013 
16, 581, 842 

76.78 
108.64 
62.56 

22,969,948 
1 4, 035, 876 

9, 927, 545 

23,22 
• 8.64 
37.45 

116, 349 
189, 397 

98,918, 308 
47, 256,137 
26, 509,387 

57, 28 
27, 37 
15.35. 

75,948, 360 
51, 292,013 
16, 581, 842 

76.78 
108.64 
62.56 

22,969,948 
1 4, 035, 876 

9, 927, 545 

23,22 
• 8.64 
37.45 

Total . . . ; 

98,918, 308 
47, 256,137 
26, 509,387 

57, 28 
27, 37 
15.35. 

75,948, 360 
51, 292,013 
16, 581, 842 

76.78 
108.64 
62.56 

22,969,948 
1 4, 035, 876 

9, 927, 545 

23,22 
• 8.64 
37.45 

Total . . . ; 305, 746 172,683,832 100. 00 143, 822, 215 83.29 28, 861, 617 16.71 26,431, 101 15,30 2,430, 616 1,41 
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DISTRIBUTORS 

1935 
New cars and trucks: 

Wliolesale 70,157 
46, 356 
74, 881 

$48, 942, 7,74 
44, 392,17ff 
19, 292, 628 
13, 937, 681 

38, 67 
35, 08 
15,24 
11, 01 

$40,108, 967 
34,352,899 
20, 482,109 
8, 902,803 

94. 21 
78. 61 

106,17 
63.88 

$2,833,807 
9, 539,27.7 

1 1,189,481 
6, 034,878 

5,79 
21,49 

I 6.17 
36.12 

Retai l 
70,157 
46, 356 
74, 881 

$48, 942, 7,74 
44, 392,17ff 
19, 292, 628 
13, 937, 681 

38, 67 
35, 08 
15,24 
11, 01 

$40,108, 967 
34,352,899 
20, 482,109 
8, 902,803 

94. 21 
78. 61 

106,17 
63.88 

$2,833,807 
9, 539,27.7 

1 1,189,481 
6, 034,878 

5,79 
21,49 

I 6.17 
36.12 

Used (;ars 

70,157 
46, 356 
74, 881 

$48, 942, 7,74 
44, 392,17ff 
19, 292, 628 
13, 937, 681 

38, 67 
35, 08 
15,24 
11, 01 

$40,108, 967 
34,352,899 
20, 482,109 
8, 902,803 

94. 21 
78. 61 

106,17 
63.88 

$2,833,807 
9, 539,27.7 

1 1,189,481 
6, 034,878 

5,79 
21,49 

I 6.17 
36.12 Service partSt and accessories 

70,157 
46, 356 
74, 881 

$48, 942, 7,74 
44, 392,17ff 
19, 292, 628 
13, 937, 681 

38, 67 
35, 08 
15,24 
11, 01 

$40,108, 967 
34,352,899 
20, 482,109 
8, 902,803 

94. 21 
78. 61 

106,17 
63.88 

$2,833,807 
9, 539,27.7 

1 1,189,481 
6, 034,878 

5,79 
21,49 

I 6.17 
36.12 

Tota l 

$48, 942, 7,74 
44, 392,17ff 
19, 292, 628 
13, 937, 681 

38, 67 
35, 08 
15,24 
11, 01 

$40,108, 967 
34,352,899 
20, 482,109 
8, 902,803 

94. 21 
78. 61 

106,17 
63.88 

$2,833,807 
9, 539,27.7 

1 1,189,481 
6, 034,878 

5,79 
21,49 

I 6.17 
36.12 

Tota l 191, 393 126, 566,259 100, 00 110, 346, 778 87.19 16,213,481 12.81 $14, 471, 964 11.43 $1, 746, 517 1.33 

1936 
New ears and trucks: 

Wholesale 85, 753 
65,471 

109, 687 

61,664,013 
63,729,278 
27, 370, 391 
18,166, 826 

36,04 
37,31 
16.02 
10. 63 

67, 939, 651 
49, 315, 953 
30,033, 141 
11, 812, 291 

94.11 
77. 38 

109. 73 
66.02 

3, 624,962 
14,413,325 
' 2, 662, 750' 

6, 354, 635 

6.89 
22.62 
1 9.73 
34.93 

Retail 
85, 753 
65,471 

109, 687 

61,664,013 
63,729,278 
27, 370, 391 
18,166, 826 

36,04 
37,31 
16.02 
10. 63 

67, 939, 651 
49, 315, 953 
30,033, 141 
11, 812, 291 

94.11 
77. 38 

109. 73 
66.02 

3, 624,962 
14,413,325 
' 2, 662, 750' 

6, 354, 635 

6.89 
22.62 
1 9.73 
34.93 

Used cars 

85, 753 
65,471 

109, 687 

61,664,013 
63,729,278 
27, 370, 391 
18,166, 826 

36,04 
37,31 
16.02 
10. 63 

67, 939, 651 
49, 315, 953 
30,033, 141 
11, 812, 291 

94.11 
77. 38 

109. 73 
66.02 

3, 624,962 
14,413,325 
' 2, 662, 750' 

6, 354, 635 

6.89 
22.62 
1 9.73 
34.93 Service, parts, aud accessories -

85, 753 
65,471 

109, 687 

61,664,013 
63,729,278 
27, 370, 391 
18,166, 826 

36,04 
37,31 
16.02 
10. 63 

67, 939, 651 
49, 315, 953 
30,033, 141 
11, 812, 291 

94.11 
77. 38 

109. 73 
66.02 

3, 624,962 
14,413,325 
' 2, 662, 750' 

6, 354, 635 

6.89 
22.62 
1 9.73 
34.93 

To ta l 

1937 
New ears and trucks: 

Wholesale _ . 

61,664,013 
63,729,278 
27, 370, 391 
18,166, 826 

36,04 
37,31 
16.02 
10. 63 

67, 939, 651 
49, 315, 953 
30,033, 141 
11, 812, 291 

94.11 
77. 38 

109. 73 
66.02 

3, 624,962 
14,413,325 
' 2, 662, 750' 

6, 354, 635 

6.89 
22.62 
1 9.73 
34.93 

To ta l 

1937 
New ears and trucks: 

Wholesale _ . 

260, 811 170, 831,103 100. 00 149,101,036 87.28 21, 730, 072 12.72 19,075,612 11.17 2, 654, 460: 1. 55 To ta l 

1937 
New ears and trucks: 

Wholesale _ . 100, 006 
63, 572 

114, 609 

72, 072, 966 
63, 994, 226 
30,901,642 
21,911,463 

38. 35 
33. 77 
16.31 
11. 57 

68, 4,58,028 
48, 872, 254 
33, 5,53, 366 
14,138,172 

94. 20 
76.37 

108. 58 
64.52 

4, 214, 927-
1,5,121, 972 
' 2, 651,724 

7.773, 281 

5.80 
23.63 
1 3.53 
35. 43 

Retail . . 
100, 006 

63, 572 
114, 609 

72, 072, 966 
63, 994, 226 
30,901,642 
21,911,463 

38. 35 
33. 77 
16.31 
11. 57 

68, 4,58,028 
48, 872, 254 
33, 5,53, 366 
14,138,172 

94. 20 
76.37 

108. 58 
64.52 

4, 214, 927-
1,5,121, 972 
' 2, 651,724 

7.773, 281 

5.80 
23.63 
1 3.53 
35. 43 

Used cars 

100, 006 
63, 572 

114, 609 

72, 072, 966 
63, 994, 226 
30,901,642 
21,911,463 

38. 35 
33. 77 
16.31 
11. 57 

68, 4,58,028 
48, 872, 254 
33, 5,53, 366 
14,138,172 

94. 20 
76.37 

108. 58 
64.52 

4, 214, 927-
1,5,121, 972 
' 2, 651,724 

7.773, 281 

5.80 
23.63 
1 3.53 
35. 43 Service, parts, and accessories . . 

100, 006 
63, 572 

114, 609 

72, 072, 966 
63, 994, 226 
30,901,642 
21,911,463 

38. 35 
33. 77 
16.31 
11. 57 

68, 4,58,028 
48, 872, 254 
33, 5,53, 366 
14,138,172 

94. 20 
76.37 

108. 58 
64.52 

4, 214, 927-
1,5,121, 972 
' 2, 651,724 

7.773, 281 

5.80 
23.63 
1 3.53 
35. 43 

Total... 

72, 072, 966 
63, 994, 226 
30,901,642 
21,911,463 

38. 35 
33. 77 
16.31 
11. 57 

68, 4,58,028 
48, 872, 254 
33, 5,53, 366 
14,138,172 

94. 20 
76.37 

108. 58 
64.52 

4, 214, 927-
1,5,121, 972 
' 2, 651,724 

7.773, 281 

5.80 
23.63 
1 3.53 
35. 43 

Total... 278, 087 189, 480, 276 100.00 165, 021, 820 87, 09 24, 458,456 • 12.91 21, 953, 927 11.59 2, 504, 529 1.32 
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The preceding table shows the combined net sales, costs, and gross 
j|. profits, hy certam departments, for the dealers and distributors in 45̂  
.I' States and the District of Columbia, years 1935-37. 
\.' ]̂ Some dealers and distributors showed figures for the new cars and 
'; I i for the trucks separately, but many did not, so all have been combined 
;;•! ^ in this table. 

I I v; In order to show the cost of sales on a uniform basis with that shown 
j;; Ui by the majority of the dealers and distributors reporting, who deducted 
M from cost of sales the amounts received from the finance companies 

II :| I for refunds on the repossession reserve, the amounts so, received, when 
\ Irfi otherwise shown, were tra,nsferred and deducted from the cost of sales 
iili I of used and repossessed cars. The overallowances and writing down 
j j | I of used-car inventories for obsolescense were added to, the cost of sales 

when otherwise shown. 
This method of treatment, however, is for the purpose of imiformity 

only and is without prejudice with respect to the employment of a 
dift'erent principle. 

The amoimts deducted from, or added to, profits by soine dealers 
for adjustments of expenses for used and repossessed cars were included 
in used-car expenses. 

The majority of dealers and distributors showed the charges for 
bad debts, interest paid for borrowed money (except on mortgages)^ 
and Federal and State income taxes as deductions from profits, but 
others included these charges in their expenses. When shown as 
expenses, they have been transferred to deductions from profits. None 
of the transfers made change the; net profits reported, except that for 
incom ê taxes which has not been shown as a deduction, from profits. 

Dealers' results.—The proportion of new cars and trucks sales to 
total sales gradually declined during the 3 years covered from 60.03 
percent in 1935 to 59.55 percent in 1936 and to 57.28 percent in 1937. 

The sales of the used cars compared with the total sales gradually 
increased dm-ing the period from 24.73 percent in 1935 to 26.08 percent 
in 1936 and to 27.37 percent in 1937. 

The sales of service, parts, and accessories were 15.24 percent of the 
total sales in 1935, 14,37 percent in 1936, and 15.35 percent in 1937, 

The cost of sales of new cars and trucks (before deducting selling, 
general, and administra^tive expense) was 79,02 percent of the sales of 
new cars and trucks in 1935, 77.71 percent in 1936, and 76.78 percent 
in 1937, showing a gradual decrease each year. 

The cost of sales of usecl cars increased, however, from 105,92 per
cent in 1935 to 108.43 percent in 1936 and to 108.54 percent in 1937. 

The cost of sales of service, parts, and accessories per net sales 
remained about the same for the 3 years—62.33 percent in 1935, 
62.65 percent in 1936, and 62.56 percent in 1937. The total cost of ah 
sales, based upon the total net sales, was 83.13 percent in 1935, 83.56 
percent in 1936, and 83,29 percent in 1937. 

The gross profit (before deducting selling and general and adminis
trative expenses) on new cars â nd. trucks gradually increased from 
20.98 percent of new car and truck net sales in 1935 to 22.29 percent 
in 1936 and to 23.22 percenfln 1937. 

The gross loss on used cars increased, however, from 5.92 percent 
in 1935 to 8,43 percent in 1936, and to 8:54 percent in 1.937. 

The gross profit on service, parts, and accessories per net sales 
remained about the same for the 3 years—37';67 percent in 1935, 
37.35 percent in 1936, and 37.45 percent in 1937. 
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The percentage of the total gross profits on the total net sales was 
16.87 percent in 1935, 16,44 percent in 1936, and 16.71 percent in 1937. 

Selling, general, and administrative expenses were not apportioned 
to the several departments by many of the dealers and distributors, 
so that only the percentage of the total of these expenses on the total 
net sales could be shown. 

I n 1935 these were 15.59 percent of total net sales, leaving a total 
net profit of 1.28 percent on net sales. I n 1936 the expenses were 
14.67 percent of net sides a.nd the net profit on sales 1.77 percent. I n 
1937 these were 15.30 percent of net sales, leaving the net profit on 
sales 1.41 percent. • These net profits on sales are before deducting 
interest and miscellaneous deductions and addmg other income. 

The year 1936 showed the largest percentage of profit on net sales, 
1.77 percent. I n 1937 the total net sales were about 14 percent 
greater than in 1936, but the expenses per net sales were ordj'- 0,63 
percent greater. The cost of sales, however, was 0,27 percent less in, 
1937, making the net reduction in net profit per net sales 0.36 percent 
less for 1937 compared with 1936. : 

Distributors' results.—The distributors" sales are both wholesale and 
retail sales. I n 1935 the new cars and trucks wholesaled were 38.67: 
percent of the total net sales of all wholesale and retail sales, declining 
to 36.04 percent in 1936 and increasing to 38.35 percent in J937. 

I n 1935 the new cars and trucks retailed were 35.08 percent of all 
net sales, 37.31 percent in 1936, and 33.77 percent in 1937. 

The net sales of used cars were 15.24 percent of all net.sales in 1935, 
increasing to 16.02 percent in 1936 and to 16-31 percent in 1937. 

The net sales of service, parts, and accessories were 11.01 percent of 
total net sales in 1935, 10.63 percent in 1936, and 11.57 percent in 
1937. 

The cost of sales (before deducting sellmg, general, and adminis
trative expenses) for new cars and truclcs wholesaled was 94,21 per
cent of the net sales of the new cars and trucks wholesaled in 1935, 
94.11 percent in 1936, and 94,20 percent in 1937, varying but little. 

The cost of sales for new cars and trucks retailed was 78.51 percent 
of the net sales of ne-w cars and trucl^s retailed for 1935, 77.38 percent 
in 1936, and 76.37 percent in 1937, showing a gradual decrease. 

The cost of sales of the used cars increased from a cost of 106.17 
percent m 1935 to 109.73 percent in 1936 and decreased to 108.58 
percent in 1937. 

The cost of sales of the service, parts, and accessories was 63.88 
percent in 1935,. 65,02 percent in 1936, and 64.52 percent in 1937 of 
the net sales. 

The percentage of total cost of sales on total net sales was 87,19 
percent in ,193.5, 87.28 percent in 1936, and 87.09 percent in 1937_. 

The gross profit (before deducting selhng, general, and adminis
trative expenses) on the new ca.rs and trucks wholesaled was 5.79 
percent on the net sales of the new cars and trucks wholesaled in 
1935, 5.89 percent in 1936, and 5.80 percent in 1937. 

The gross profit ou the new cars and trucks retailed was 21,49 
percent in 1935, 22.62 percent in 1936, and 23,63 percent in 1937, 
increasing each year. 

The gross loss on used cars was 6.17 percent in 1935, 9.73 percent 
in 1936, and 8.58 percent in 1937 on.the net sales of ah used cars. 

171233—39——58 
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The gross profit on service, parts, and accessories was 36.12 percent 
in 1935, 34.98 percent in 1936, and 35.48 percent in 1937 on the net 
sales of these items. 

The percentage of the total gross profits on total net sales was 
12.81 percent in 1935, 12.72 percent in 1936, and 12.91 percent in 1937. 

The greatest percentage of gross profit on net sales was 12.91 per
cent in the year 1937. 

Selling, general, and administrative expenses were not apportioned to 
the several departments by many of the distributors, so that onlj^ the 
percentage of these total expenses on the total net sales could be shown. 

In 1935 these expenses amounted to 11.43 percent of the total net 
sales, leaving the net profit on net sales 1,38 percent. 

In 1936 they amounted to 11.17 percent of total net sales, leavhig 
the net profit on net sales 1.55 percent for the year. 

In 19.37 they amounted to 11.59 percent of total net sales, leaving 
the net profit on net sales 1.32 percent. 

The year 1936 shows the greatest rate of profit on net sales, 1.53 
percent. 

The total net sales for 1937 were about 11 percent greater than the 
1936 sales, but the expenses per net sale were 0.42 percent greater; 
however, the cost of sales was 0.19 percent less, so that the net profit 
on net sales was 0.23 percent less than that shown in 1936. 

Amount and source of retail profits per new car sold as reported by 
dealers.—The Commission's report form on which dealers were re
quested to furnish financial information requested data respecting 
sales, expenses, and profits segregated for the dealers' car sales, used-
car sales, parts, accessories, supplies, and service departments in essen
tially the same form required by manufacturers' dealer report forms. 
The total number of new cars handled and the average net profit per 
new car sold, as computed hy the Commission's examiners, for re
tailers and distributor-retailers, for the 3 years 1935, 1936, and 1937, 
were as follows: 

Type of dealer aud year 
Total new 
cars and 

trucks sold 

Total net 
operating 

profit ' 

Total net op
erating profit 
per new car 

sold 

Retail,dealers: 
1935 79,841 

10,5,928 
116,349 

110,612 
161,224 
163, 678 

$1,141,281 
2,320,061 
2, 220,864 

1,400,777 
2, 294, 735 
2,143, 582 

$14, 29 
21.90 
19. 09 

12.64 
16.17 
13.10 

1936 . . . 
79,841 

10,5,928 
116,349 

110,612 
161,224 
163, 678 

$1,141,281 
2,320,061 
2, 220,864 

1,400,777 
2, 294, 735 
2,143, 582 

$14, 29 
21.90 
19. 09 

12.64 
16.17 
13.10 

1937 

79,841 
10,5,928 
116,349 

110,612 
161,224 
163, 678 

$1,141,281 
2,320,061 
2, 220,864 

1,400,777 
2, 294, 735 
2,143, 582 

$14, 29 
21.90 
19. 09 

12.64 
16.17 
13.10 

Distributor-dealers: 
1935 . . . . 

79,841 
10,5,928 
116,349 

110,612 
161,224 
163, 678 

$1,141,281 
2,320,061 
2, 220,864 

1,400,777 
2, 294, 735 
2,143, 582 

$14, 29 
21.90 
19. 09 

12.64 
16.17 
13.10 

1936... 

79,841 
10,5,928 
116,349 

110,612 
161,224 
163, 678 

$1,141,281 
2,320,061 
2, 220,864 

1,400,777 
2, 294, 735 
2,143, 582 

$14, 29 
21.90 
19. 09 

12.64 
16.17 
13.10 1937.. . 

79,841 
10,5,928 
116,349 

110,612 
161,224 
163, 678 

$1,141,281 
2,320,061 
2, 220,864 

1,400,777 
2, 294, 735 
2,143, 582 

$14, 29 
21.90 
19. 09 

12.64 
16.17 
13.10 

79,841 
10,5,928 
116,349 

110,612 
161,224 
163, 678 

$1,141,281 
2,320,061 
2, 220,864 

1,400,777 
2, 294, 735 
2,143, 582 

$14, 29 
21.90 
19. 09 

12.64 
16.17 
13.10 

1 Exclusive of income from outside investments. 
Interest, bad debts, and otlier income uet bave been distiubuted by tbe Commis.iion on 

tbe basis of sales. 
Dealers .selling about 83 percent and distributors selling about 87 percent of tbe total 

net sales distributed their .selling, general, and administrative expenses to departments, 
i . e., to new cars and trucks, used ears and trucks, servicing, parts, acces,sorie.s, ete. Tbe 
remaining 17 .and 13 percent have been distributed by the Commission on like bases. 

These average net profits per new car sold include the operating 
profits from all departments of the dealers' business. They are ob
viously quite small in comparison with the total volume of business 
done in new cars, used cars, parts, accessories, supplies, and services 
that must be done in order to reahze them. 

Further analysis of the reports of these two groups of dealers for 
the year 1937 brings out the interesting fact that the jprofit df $19.09 
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per new car sold for retailers was all derived from the sale of parts, 
accessories, supplies, and services, while most of the $13.10 profit per 
new car for distributor-dealers reporting came from the same source. 
The data bearing on this point, as reported by the two groups of 
dealers for 1937, were as follows: 

Department of dealer's busiuess 

Retail dealers Distributor-dealers 

Department of dealer's busiuess Average 
total sales 
per new 
car sold 

Average 
net profit 
per new 
car sold 

Average 
total sales 
per new 
car sold 

Average 
net profit 
per new-
car sold 

New cars . . . . . $850.19 
406.16 
227.84 

$97.85 
' 102.11 

23. 36 

$835.49 
188.91 
133.95 

,$51.74 
1 60.47 

11.83 
Used cars .' 

$850.19 
406.16 
227.84 

$97.85 
' 102.11 

23. 36 

$835.49 
188.91 
133.95 

,$51.74 
1 60.47 

11.83 Parts, accessories, aud service 

Total. 

$850.19 
406.16 
227.84 

$97.85 
' 102.11 

23. 36 

$835.49 
188.91 
133.95 

,$51.74 
1 60.47 

11.83 Parts, accessories, aud service 

Total. 1,484. 19 19.09 1,158.35 13.10 1,484. 19 19.09 1,158.35 13.10 

' Net operating loss. 

Various facts bearing on the showing made above are to be noted. 
For instance, all other things being comparable, i t would foUow that 
distributor-dealers whose bushiess consists in part of sales of new cars, 
parts, and accessories at wholesale to other dealers would show a lower 
average net sales price per new car than retailers. That such a show
ing is not made appears to be due to the fact that a larger proportion 
of the distributor-dealers handled high-priced cars than was true of. 
the retailers. 

Another point to be noted is that, whereas retail dealers reporting 
sold 1.63 used cars per new car, distributor-dealers reporting sold only 
0.70 used car per new ca.r. This accounts, in part at least, for the 
fact that among dealers reporting, distributor-dealers showed a lower 
used-car loss per new car than retail dealers. 

Likewise, the smaller sales of parts, accessories, supplies, and service 
shown by distributors is accomited for by the differmg type of busi
ness done, especially by the fact that distributors sold a part of the 
pa.rts and accessories reported at lower wholesale prices than were 
obtained by strictly retail dealers. 

The most striking fact brought out by this analysis is that the retail 
dealers reporting sold new and used cars, that together constituted 
nearly 85 percent of their total business, at a loss, and that the average 
total ne.t profit of $19.09 per new car sold was made possible only by 
the profit made on sales of pa;rts, accessories, supplies, and service 
representing only about 15 percent of theh total business. Similarly, 
for distributor-dealers reporting, $11.83 of the average total net profit 
of $13.10 per new car sold was derived froni sales of parts, accessories, 
and service that constituted a httle less than 12 percent of theh total 
business, and that only $1.27 of the total profit per new car sold was 
derived from combmed new and used-car sales representing the re
maining 88 percent of their business in 1937. 

These showings strikingly bear out the claim of retailers that com
petition in the-sale of new cars forces them to give away their new-car 
profit in the form of overallowances that they are forced to give on 
used cars taken in trade. Many dealers ascribe a large part of this 
competitive situation among dealers to pressure from manufacturers 
to sell new cars. Such pressure is undoubtedly a factor greatly aggra-
vatmg dealer competition that results in excessive allo%vances oh used 
cars. 



CHAPTER XVII. FACTORY PRICES AND QUALITY OF CARS 

SECTION 1. INTRODUCTION 

There are presented in this chapter certain data respecting trends 
of factory prices, and important improvements in passenger automo
biles, particularly during the past 15 years. During the period be
ginning with January 1, 1915, the large majority of automobile 
nlanufacturers joined in .a .patent-pooling agreement whereby they 
were relieved of the necessity of spending time and much money in 
defendhig patent litigation.' This enabled these manufacturers to 
devote their energies and resources to manufacturing the most saleable 
car possible. A notable exception was the case of the Ford Motor 
Co. wliich was denied membership in the association, and was forced 
to defend highly expensive patent litigation wluch it finally won in 
the United States Supreme Court.^ 

The tremendous growth in consumer demand enabled automobile 
manufacturers to greatly reduce costs through improved methods 
of mass production. Reduced costs are, of course, the natural basis 
for price reductions in a competitive industry. Part of this reduction 
in cost was passed, on to the consumer through improved products 
and reduced prices, and part of it was retained by the manufacturer. 
The preceding chapters, devoted to the seven leading automobile 
manufacturers, show that some of them in particular made very 
large profits, which indicates that for them, at least, price reductions 
and. added improvements were not commensurate wdth reduction in 
manufacturing costs. 

Improvements in motor vehicles have come from many sources. 
Developments in Europe have been uthized by American manufac
turers; improvements in parts and accessories, many developed by 
parts and accessory manufacturers, have contributed to the modern 
car; factory machinery and tool manufacturers have made possible 
economies in production; advancements in other industries, such as 
in electric refrigeration, have also contributed to today's product. 

The ease of driving, a,nd greater safety, of today's automobhe are 
among the most important recent improvements. Modern four-
wheel hydraulic brakes, safety glass, lower center of gravity, all-steel 
bodies, easier and more dependable steering, quieter aiid more efficient 
transmission, easier shifting of gears, greater safety, increased power 
and durability, and increased riding comfort, are among the more 
recent contributions which have been made standard on today's 
cars. Some of these and other improvements have been develoĵ ed 
by present manufacturers; others by companies no longer producing 
passenger cars; and stih others by parts manufacturers. In the latter 
case, however, the parts manufacturer liad to "sell" his improvement 
to a car manufacturer. ' 

1 See page 68 st seq, 
' Seo page 45, 
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Method of treatment.—In order to develop more in detail the subject 
of what the motor-vehicle purchaser of today receives for his auto
mobile dollar as compared with what he received approximately 15 
years ago, jirice and specifications data on reasonably comparable 
four-door seda,ns were obtained from leading manufacturers. Infor
mation submitted by the following companies will be considered, 
although data from the remairuiig companies would probably show 
similar results: Chrysler Corporation, Ford Motor Co., General 
Motors Corporation,Hudson Motor Car Co., Nash-Kelvinator Cor
poration, Packard Motor Car Co., and Studeba,ker Corporation. 

Due to the many immeasurable elements involved, no mathematical 
exactness can be attained. However, by reviemng some of tbe per
tinent factors available it is possible to form a reasonably definite 
opinion even though not in the form of a mathematical quantity. Of 
importance in this study whl be an examination of the price trend 
of specified four-door seclan models f. o. b. factory, relative to weight, 
length of wheelbase, number of cylinders, and maximum brake horse
power; also a comparison wUl be made between various periods of 
certain features such as type of transmission, type of shock absorbers, 
type of brakes, and the equipment and accessories included in the 
factory f. o. b. price. 

As a fm'ther aid to the reader in evaluating the trend of purchasing 
power of the automotive dollar durhig the last 15 or 16 years, there 
is also presented, usually in chi'onological order, the automotive 
engineering and other product improvement contributions of each of 
the companies included in this discussion as submitted by them to 
"the Commission. This information will indicate the scope and variety 
of motor-vehicle improvements which, it is clauned, have added so 
much to the motor vehicle of today iu terms of safety, power, comfort, 
efficiency, and beauty. 

Price trends and motor-vehicle types.—In considering the price trends 
on foiu'-door sedans in this section it should be remembered that in 
1923 or 1924 closed motor vehicles were priced relatively high as 
compared to open models because the major proportion of cars sold 
were of the latter type and quantity production of closed bodies had 
as yet not been perfected. Thus the amount of price reduction in the 
early years of the period under consideration is somewhat accentuated 
as compared with that for open cars. As closed-model production 
methods were rapidly improved and unit volume increased, operating 
economies realized were, due to the competitive situation, at least in 
part passed on to the motor-vehicle purchaser. A simhar price trend 
resulted when touring cars were first placed on the market. Prices 
were relatively high on touring cars to begin with but as production 
economies were realized, due to technological improvements and in
creased volume, prices to the consumer were reduced. Compared 
with the trend of prices on four-door sedans since 1923, however, a 
similar analysis for touring cars would show a somewhat less precipi
tous decrease, although both open and closed models have sho"wn a 
significant net decrease in price. 

Significant changes have taken place in consumer car preferences 
since 1923. Thirty-four percent of passenger-car sales in the United 
States and Canada in 1923 were closed models, whereas in 1926 the 
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proportion was 72 percent and in 1937 almost 100 percent. While 
the proportions of total United States and Canadian passenger-̂ oar 
sales in-1930 for coupes and two-door sedans were 24 percent and 27 
percent, respectively, by 1937 they had changed to 14 percent and 39 
percent, respectively. In 1937 almost 44 percent of all passenger cars 
sold in the United States ancl Canada were four-door sedans. As 
would be expected, due to the small volume produced, the relatively 
few touring cars now sold are priced higher than closed models. 

Factory prices.—That the price analysis in this chapter is based on 
f. o. b. factory prices was necessar}"- for purposes of uniformity. What 
the ultimate purchaser paid for a four-door sedan of any particular 
make at destination varies with the amount of freight, charges for 
additional accessories and equipment not included in the list price, 
loading and unloading charges, conditioning and advertising charges, 
etc., and in some cases arbitrary charges added by the local dealer. 
Another factor tending to distort the real price paid by the ultimate 
new-car purchaser is the used car taken in as part payment on a new 
car. As this practice has become progressively more prevalent in 
more recent years the aUeged overallowances on used cars taken on 
new-car sales act to obscure what the ultunate purchaser of a new 
car actually paid for it. 

SECTION 3. CHRYSLER CORPORATION 

Price trend of Chrysler Corporation four-door sedans, 1925-38.— 
Table 144 shows the trend of factory list prices (including Federal 
tax), weight, price per pound, wheel base, number of cylinders, maxi
mum brake horsepower, and price per brake horsepower for a Chrysler 
'4" four-door sedan for the period 1925-28 and for a Plymouth four-

door sedan for the period 1928-38. 

TABLE 144.—F. o. b. factory price, -including Federal *ax, price -index, weight, price 
per pound, wheel base, number of cylinders, ma-.timum. brake horsepoiver, and price 
per maximum brake horsepower for Chrysler Corporation Chrysler "4" and Ply
mouth four-door sedans, for ihe period 192.5—38 

Date 

June 1926 
January 1926 
August 1926..-. 
July 1927. 
January 1928... 
May 1928 

June 1928 
August 1928 . . . 
December 1928. 
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February 1931. 
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December 1932 
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Chrysler "4": 
$29.48 58... ,?39, 97 $1,134. 97 217 2,670 44,2 108 4 38.5 $29.48 

58 36.32 1,031.32 197 2,670 40,1 lOSH 4 38.5 26.79 
50: 31,50 801. 50 164 2,410 36,7 lOfi 4 38 22.07 
52 29. 81 824.81 167 2, 375 34,7 100 4 38 21.71 
52.... 27. 30 747. 36 U3 2,375 31,5 106 4 38 19.67 
52 None 720.00 137 2,375 30,3 100 4 33 18.95 

Plymouth: 
2,375 

16.11 Q None 725. 00 138 2, 460 29,6 109 4 45 16.11 
U None 735. 00 140 2,460 29.9 109 4 45 16. 33 

u None 695. 00 133 2,556 27.2 109 4 46 15.44 
U-30 None 625. 00 119 2,565 24.6 109 4 48 13.02 
U-30 None 626. 00 119 2, 596 24,1 109 4 48 13.02 
U-,30 None 626. 00 119 2,596 24.1 109 4 48 13. 02 
PA None 635. 00 . 121 2,730 23.3 109 4 56 11. 34 
PB None 636. 00 121 2,876 22.1 112 4 65 9. 77 
PB 16.74 661. 74 124 2,876 22.7 112 4 66 10.03 
PC 14.54 689. 64 113 2,553 23. 1 107 6 70 8.42 
PO 13.83 668. 83 107 2,563 21.9 113 6 70 7.98 
PC 13.83 658. 83 107 2,553 21.9 113 6 70 7.98 
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TABLE 144.—F. o. b. factory -price, including Federal tax, pi-ice index, weight, price 

per pound, wheel base, number of cylinders, maximum brake horsepower. and price 
per maximum brake horsepower for Chrysler Corporation Chrysler "4" o,nd Ply
mouih four-door sedans, for the period 1925-38—Continued 

Source: Chrysler Corporation. 

The trend in the price of the four-door sedans, from 1925 to 1935 in 
itself is relative^ meaningless unless consideration is given to the 
quality- of the car which the purchaser received in each case. The 
f. o. b. factory price, including Federal tax, of a Chrysler 4 as of June 
1925 was $1,134.97. Tbis car had a weight of 2,570 pounds, a wheel-
base of 108% inches, four cylinders, and a maxhnmn brake horsepower 
of 38.5. As of September 1938 a Plymoutb Roadking sold f. o. b. 
factory, including Federal tax, for $726. The purchaser of tbis car 
received a vehicle weigbhig 2,845 pounds, having six cylinders, a 
wheelbaseof 114 inches, and a maximum brake horsepower of 82. Using 
the lowest-priced car in the series, that of Aprh 1933, of $523.75, as 
100, the price index number of the 1925 car in the series stood at 217 
while the 1939 model stood at 139, representing a decrease in price of 
$408.97, Tbat this decrease m price was not the resnlt of a decrease 
in material or power is sbown hy an increase in weight from 2,570 
pomids to 2,845 pounds, an increase in wheel base from 108% incbes to 
114 inches, an increase in maximum brake horsepower from 38,5 to 
82 and an mcrease from four cylinders to six cylinders. 

The June 1928 Plyiuouth Q was priced at $726, when there was no 
Federal tax while the Plymouth Roadking of Se])tember 1938 was 
priced at $726, which hicluded a Federal tax of $18.13. The pur
chaser of the 1928 Plymouth drove a car weighing 2,460 pounds, wi th 
a wheel base of 109 inches and a four-cyhnder motor having a brake 
horsepower of 45, while the purchaser of the September 1938 Plymouth 
drove a car weighing 385 pounds more, with a wheel base 5 inches 
longer, a motor with six instead of four cyhnders and having a maxi
mum brake horsepower over 82 percent greater. 

Even wi+h the greater weight and power the 1938 purchaser was 
paying 4 cents per pound less for his car and $7.26 less per brake 
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P ly m 0 n t h — 
Continued, 

A p r i l 1933 P O X X $13,75 $523. 76 100 2,523 20,8 107 6 70 $7.48 A p r i l 1933 
(standard), 

January 1934 P F " 6 " . . . 16, 23 601. 23 115 2,678 22.5 108 6 V 7.81 
A p r i l 1934 P F " 6 " . . . 16,82 626. 82 120 2, 078 23.4 108 0 77 8.14 
June 1931 P F " 6 " . 16, 58 616. 68 118 2,678 23.0 108 6 77 8.01 
February 1935 PJ Busi 16. 99 685. 99 112 2, 720 21.5 113 0 82 7.15 

ness. 
October 1935 P I Busi 16.51 606. 51 116 2, 750 22.1 113 0 82 7.40 ; 

ness. 
November 1936... P3 Busi 16.12 611.12 117 2, 770 22.1 112 6 82 7.45 

ness. 
December 1930... P3 Busi 17.04 665. 00 127 2,770 24.0 112 6 82 8.11 

ness. i 
October 1937 P5 Busi 18. 72 730.00 1,39 2, 809 20.0 112 6 82 8.90 

ness. 
A p r i l 1938 P6 Road 18.36 730.00 139 2,809 26.0 112 6 82 8.90 1 A p r i l 1938 

king. 
September 1938 P7 Eoad- 18.13 726.00 139 2,846 25.6 114 6 82 8.85 September 1938 

kiug. 
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horsepower than did the purchaser in 1928. Furthermore, the June 
1928 Plymouth Q only had a spur gear three-speed standard trans
mission, a fom-wheel exterior hydraulic brakhig system, no shock 
absorbers, fom-Fiske 29 by 4.75 four-ply tires, and special equipment of 
spare wheel and rim, while the 1938 Plymouth Roadking had a com
plete helical three-speed standfird-type transmission, four-wheel 
internal hydraulic brakes, hydraulic double-acting shock absorbers, 
five 5.50 by 16 four-ply Goodyear tires and special equipment of 
radiator ornament, bumper group, and spare steel v/heel. 

Wlien the price trend of the fom-door sedan as shown by the price 
index is compared wdth the trend of price per pound of car and the 
price per brake horsepower it will be seen that while the price index 
dropped from 217 as of June 1925 to 100 as of April 1933, or 54 percent, 
the price per poimd of car decreased from 44.2 cents, to 20,8 cents, or 
53 percent, and the price per brake horsepower decreased from 
$29,48 to $7.48, or 75 percent. From April 1933 to September 1938 
the price index increased from 100 to 139, or 39 percent, while the 
price per poimd mcreased from 20,8 cents to 25.5 cents, or 23 percent, 
and the price per brake horsepower increased from $7,48 to $8.85, or 
18.3 percent. 

SECTION 4. FORD MOTOR CO. 

Price trend of Ford -Motor Co, four-door sedans, 192S-S8.—The 
foUowing table summarizes price and selected specifications informa
tion for the Ford standard Fordor sedan for the period 1923 -38: 

T.4.BLH 145.—F. o. b. factory price, including Federal tax, price index, weight, price 
per pound, wheel base, numher of cylinders, maximum brake horsepower, and 
price per maximum brake horsepower for Ford Motor Co. Standard Fordor Sedans, 
for the period 1923-38. 

Date 

Oct. 2, 1923 
Dec, 2, 1924 
Feb. 11, 1926 . . . 
June 19, 1926 
Apr , 27, 192S 
Apr . 24, 1929 
Nov . 1, 1929. - . 
June 2, 19,30 
Jan, 19. 1931 
M a r 31, 1932 

Do --
Feb. 11, 1933 

Do 
Dec. 8, 1933 
June 1,5, 1934 
Oct, 17, 1935 
Nov, 11, 1930. 

D o . . . 
Jan. 2, 1937 

Do 
Aug. 2, 1937 

Do 
Oct. 27, 1937 

Do 
Nov , 4, 1938 

Do 

Model 

•2W. 
•3W. 
•3\V. 
3 W . 
3 W . 

•8 
•8-60.. 
8-86. 
•8-60.. 
8-86.. 
8-60.. 
8-85.. 
8-60. 
•8-85.. 
•8-60.. 
8-85.. 

Federal 
tax 

$27.40 
26. 40 
22. 60 
13. 08 
15. 00 
None 
None 
None 
None 
None 
None 
16.00 
13.83 
17. 22 
16. 98 
17.09 
14. 47 
16.73 
16. 40 
16.68 
10. 25 
17. 21 
17.30 
15. 11 
10.91 
18.08 

F, 0, b . 
factory 

price in
cluding 
Federal 

tax 

$712. 40 
686. 40 
,587, 60 
5.58. 08 
640. 00 
650. 00 
625. 00 
600. 00 
590. 00 
690. CO 
540. 00 
675. 00 
623.S3 
602. 22 
691.98 
697. 09 
669. 47 
610. 73 
019. 40 
662. 18 
066. 25 
087. 71 
7U2. 30 
728. 11 
681. 91 
723. OS 

P r i c e 
index 
(1933 
= 100) 

136 
131 
112 
107 
122 
124 
119 
115 
113 
113 
103 
110 
100 
115 
113 
114 
109 
117 
113 
1211 
125 
131 
134 
139 
130. 
138 

Weight 
pounds 

1,950 
1, 927 
1 933 
1, 933 
2,306 
2, 417 
2, 382 
2, 382 
2,382 
2 447 
2,318 
2, 513 
2 377 
2, 634 
2,818 
2, 818 
2,477 
2,691 
2,643 
2, 761 
2, 613 
2,761 
2.579 
2,800 
2 623 
2, 850 

Price 
13er 

p o u n d 

Cents 
36.5 
35.6 
30.4 
28.9 
27.8 
2S.9 
26.2 
26.2 
24.8 
24. 1 
23.3 
22.9 
22.6 
22.9 
21.0 
21. 2 

23'0 
22.7 
2-14 
24.0 
25.8 
2̂ 1. 9 
27.2 
26.0 
26.0 
25.4 

Wheel 
base 
(inch

es) 

N u m 
ber of 
c y l i n 
ders 

M a x 
i m u m 
brake 
horse
power 

Price 
per 

max
i m u m 
brake 
horse
power 

100 4 20 $35.62 
100 4 20 34. 32 
100 4 20 29.38 
100 4 20 27. 90 
103 4 40 16.00 
103 4 40 16.25 
103 4 40 1.5. 03 
103 4 40 15. 00 
103 4 40 14.75 
100 8 70 8.43 
100 4 62 10.38 
112 8 90 6.39 
112 4 52 10. 07 
112 S 90 6. 69 
112 8 90 6. 68 
112 8 90 0. 03 
112 8 66 8. 63 
112 8 88 6. 94 
112 8 66 9. ,38 
112 8 89 7.44 
112 8 66 9.93 
112 8 89 7. 73 
112 8 66 10. 64 
112 8 89 8. IS 
112 8 66 10. 33 
112 8 89 8.12 

A purchaser of a model T Fordor sedan as of October 2, 1923, paid 
an f, 0. b. factory hst price of $712.40 which included $27,40 Federal 
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tax. Such a car weighed 1,950 pounds; had a wheel base of 100 
inches; had four cylinders and delivered a maximum brake horse
power of 20, Some 15 j^ears later this model T owner could purchase 
a Ford V-8-85 standard Fordor sedan for $723.08 f. 0. b, factory which 
included $18.08 Federal tax. Compared with the model T purchased 
in 1923 i t weighed 2,850 pounds, or 900 poimds more; the wheelbase 
was 112 inches, or 12 inches longer; i t was eight-cylindered instead of 
fom' and maximum brake horsepower was 89, or almost 70 more tban 
in 1923. 

Just as striking is the comparison between the 1923 model T and 
the Fordor V-8-60, a somewhat less powerful car. The V-8-60 f. o. b. 
factoiy list price as of November 4, 1938, was $681,91, which included 
$16,91 Federal tax. The list price of the car was a.pijroximately 
$30 less. I n addition, the 1938 model weighed almost 700 pounds 
more; had 12 inches more wheelbase; had four more cylinders and a 
maximum brake horsepower that exceeded the 20 of 1923 b3' 46. In 
1923 the model T owner paid 36.5 cents per pound for his car and 
$35.62 per maximum brake horsepower, while in 1938 for a Ford 
V-8-85 be would have paid 25.4 cents per pound, or approximately 30 
percent less, and $8.12 per brake horsepower, or about 77 percent less 
than in 1923. For the Ford V-S-60 the price per pound wa.,s 26 cents 
or about 29 percent less per pound than the model T of 1923 and the 
cost per brake horsepower of $10.33 was approximately 70 percent 
less. 

The price index covering the period 1923-38 for tbe Fordor Ford 
sedan gives no indication of the increased safety, greater comfort, 
beauty, dependability, and other added improvements. To throw 
some light on this phase of the subject i t is revealing to compare what 
khid of a car the 1923 Ford purchaser got as compared with the 1938 
Ford in addition to certain features already enumerated. The 
model T as of October 2, 1823, had a planetary type of transmission, 
two noncncrgizing mechanical brakes, no shock absorbers, four 
4-ply 30 by 3}^ tires and special equipment consisting of a spare rim, 
whereas the Fordor sedan V-8-60 and 85 as of November 4, 1938, 
had a three-speed selective sjmchro-mcsh gear, four-wheel non-
energizing hydraulic brakes, double acting hydraulic shock absorbers, 
five four-ply 5.50 by 16 (V-8-60) or 6 by 16 (V-8-85) tires, bumpers 
front and rear, bumper guards, spare wheel, spare tire lock and band 
assembly, pressure chassis lubricating system, twin horns, cigar 
lighter, headlight beam indicator, mirror, sun visor, and color option 
from a variety of colors. 

Almost as striking as the comparison of the 1923 model T with the 
V-8 of 1938 is that of the 1923 model T and the model B of 1933, 
which wa,s the last four cylinder Fordor standard sedan regularly 
manufactured by the Ford Motor Co. Briefly stated, the 1933 model 
cost f. 0. b, factory, including Federal tax, a,bout $189 less, i t weighed 
427 pounds more, cost 14,5 cents less per pound of automobile, the 
wheelbase, was .12 inches longer, the maximum brake horsepov\rer was 
greater by 32 which was reflected in a lower cost per brake horsepower 
of approximate^ $25. Just as the November 4, 1938 model V-8 was 
in many respects far superior to the model B of 1933, the latter model 
in turn was far superior to the model T in terms of power, safety, and 
comfort. 

Using the model B Ford Fordor sedan f. o, b. list price of February 
11, 1933, as 100, the price index on October 2, 1923, was 136, while on 
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November 4, 1938, i t was 130 for the Ford V-8-60 and 138 for the V-8-
85. During this same period the price per pound decreased from 36,5 
cents in 1923 to 22,0 cents in 1933 and increased in 1938 to 26.0 cents 
for the V-8-60 and to 25.4 cents for the V-8-85. While there was an 
increase in price, from 1933 to 1938, Federal tax included, of 30 
percent for the V-8-60 and 38 percent for the V-8-85, the increase in 
price per pound from the base period, 1933, was 18 percent and 15 
percent, respectively, whhe the price per brake horsepower for the 
V-8-60 increased about 3 percent and for the V-8-85 i t decreased 
approximately 19 percent. 

As tbe base period model B Ford was not of the V-8 type, a more 
comparable car with the 1938 V-8 was the Ford V-S of February 11, 
1933. This car had a factory list price of $575, which included $15 
Federal to^x, as compared with the Ford V-8-85 of November 4, 1938, 
priced a^pproximately $148 higher, or 20 percent. As far as weight 
for the two models was concerned, the price per pound increased 2.5 
cents per pound or about 11 percent and the price per brake horse
power increased $1.73, or 27 percent. The 1938 car was hea,vier by 
337 pounds but the wheelbase length was the sa.me as the 1933 V-8; 
the number of cjdinders was the same and the maximum brake 
horsepower appro.ximately the same. As compared with the equip
ment include(l in the 1938 V-8 factory price as listed on page 897, the 
1933 V-8 included a 3-speed selective sliding gear type of trans
mission, four wheel noneiiergizing mechanical brakes, double acting 
hydraidic shock absorbers, four four-ply 5,50 by 17 tires, a spare 
steel wheel and a safety glass windslueld. 

GENERAL MOTORS CORPORATION 

Price trend, four-door sedans.—Tbe following table summarizes 
price and specifications data for General Motors Corporation Olds-
mobhe four-door sedans, for the period 1924-39: 

TABLE 146.—F. o, b. factory price, including Federal tax, price index, weight, price 
per pound, wheel base, number of cylinders, maximum bralte horsepower, and price 
per maxirmmi brake horsepower for General Motors Corporation Oldsmobile four-
door sedans, for the period 1924-39 

Date 

1924.., . 
Ju ly 23, 1924... 
Sept. 12, 1924.. 
Jan. 2, 1925 . . . 
Aug . 1, 1925... 
Aug . 1, 1926... 
June 1, 1927... 
1928.. 
1929 
19.30 
1931 
1932 
J u l y 21, 1932... 
1933 
Jan. 1, 1934.... 
A p r . 4, 1934... 
June 4, 1934... 
1935. 
1936 
1937.. 

1939. 

Model 

1924.-.. 
1925.... 
1925...-
192-5.... 
1926.... 
1927.-.. 
1927 
F - 2 8 . . . 
F-29 . . 
F - 3 0 . . . 
F-31 . 
F - 3 2 . . . 
F - 3 2 . . . 
F -33 . . -
F - 3 4 . . . 
F - 3 4 . . . 
F - 3 4 . . . 
F - 3 5 . . . 
F - 3 6 . . . 
F - 3 7 . . . 
F -3S . . . 
r - 3 9 . . . 

$40. 86 
43.75 
44. 63 
44.98 
21. 53 
21.63 
20. 48 
21.53 
None 
None 
None 
None 
18. 62 
20.40 
20.15 
19.95 
19.75 
22.00 
22.00 
22.25 
24. 50 
25.00 

$1,17,5.86 
1, 293. 76 
1,319. 63 
1, 329. 98 
1,046.53 
1,046. 53 

995. 48 
1, 046. 63 

976. 00 
995. 00 
925. 00 
965. 00 
973. 62 
845. 40 
750. 15 
784. 95 
774. 75 
812. 00 
817. 00 
812. 25 
944. 50 
930. 00 

as 

139 
153 
156 
167 
124 
124 
118 
124 
115 
118 
109 
113 
115 
100 

112 
110 

Pounds 
2, 612 
2, 717 
2,717 
2,717 
2,012 
2,791 
2,791-
2; 987 
3,076 
3, 066 
3,070 
3,225 
3, 225 
3, 325 
3,230 
3,230 
3,230 
3,406 
3,407 
3, 478 
3,433 
3,310 

Cents 
46.0 
47.0 
48.6 
49.0 
40. 1 
37.5 
36.7 
35.0 
31.7 
32.6 
30.1 
29.6 
30.2 
2,5.4 
23.2 
24.3 
24.0 
23. S 
24.0 
23.4 

27. 5 
28. 1 

Inches 
110 
ItO'/ i 
110!.'2 
l l O H 

iWViF. 
llO'^-le 
113 
113H 
113« 
113H 
117 
117 
116 
114 
114 
114 
115 
116 
117 
117 
120 

. 1 , ® 

Q) 3 M 

$35, 63 
39, 20 
39.99 
40.30 

19.03 
15.73 
10. 05 
14. 23 
12. 91 
13. 16 
10. 57 
8. 93 
9. 34 
9. 22 
9. 02 
9.08 
8. 65 
9. 94 
9. 79 
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The 1924 model Oldsmobile four-door sedan, including $40.86 Fed
eral tax, sold at the factory for $1,175.86. This car weighed 2,612 
pounds, had a wheel-base length of 110 inches, was six-cyhndered, and 
delivered a maximum brake horsepower of 33. Some 15 years later, 
the 1939 model (F-39), mcludhig $25 Federal tax, cost $930 at the 
factory, or almost 21 percent less than in 1924. The 1939 purchaser 
of an Oldsmobile for $245.86 less received almost 700 pounds more 
car, with a wheel base 10 inches longer and maximum brake horse
power greater by 62 than in 1924. The net downward trend in price 
of the Oldsmobile four-door sedan is further emphasized by the price 
per pound of car, wluch in 1924 was 45 cents, but in 1939 had decreased 
t3 28.1 cents, or a decrease of about 38 percent. A marked decrease 
in price in terms of comparative cost per maximum bra,ke horsepower 
also took place, for while the cost per maximum brake horsepower was 
$35.63 in 1924, in 1939 i t had dropped to $9.79, or a decrease of about 
73 percent. 

Despite reductions in the price of the 1939 model as compared with 
the 1924 model, significant improvements were included in the latter 
model not found in the former. The 1924 Oldsmobile had a three-
speed sliding spur gear type of transmission, two-wheel mechanical 
brakes, shock absorbers in the form of snubbers on all four springs, 
and four 23 by 4 tires. In 1939 the type of transmission was synchro-
mesh with silent second-speed gear, brakes consisted of four-wheel 
hydraulics, there were double-action hydraidic shock absorbers on all 
four springs, and five 16 by 6 tires were included. 

Special eciuipment, features, and improvements included in car price 
at no extra cost as described by General Motors consisted hi 1924 of 
cowl lights on all models, beater, unit grouping of instruments, trans
mission lock, and Duco finish, while in 1939 the list consisted of a 
longer wheel base, quadricoil springing, four-way stabilization, lateral 
stabilizer bar at rear, wider range vision in bodies, handisluft gear 
control, dual center control steering, roomier bodies, granosealed cam 
shafts (phosphate coated for faster break-in and better bearing sur
faces), individually locked front ventipanes, saftisealed bodies (pro
tection against fumes), larger sun visor, leather-faced arm rests (front), 
improvecl shock absorbers (rear), trunk, bumpers, and bumper guards 
(front and rear), and safety glass throughout. 

The price index for a four-door Oldsmobile for the approximately 
15-year period was lowest January 1, 1934, when i t stood at 89 (1933 = 
100). Previous to that, the price index stood at 139 in 1924, at 156 
late in 1924 (1925 model), at 124 in 1926, at 115 in 1929, again at 115 
in 1932, and an abrupt drop to 100 in 1933. From the low point in 
1934, the price index rose to 112 in 1938 and dropped back slightly to 
110 m 1939. 

I t is interesting to note that the model which early in 1934 was 
priced lowest for the period under consideration, compared with the 
1924 model, was priced almost $426 lower, or 36 percent less, was 618 
pounds heavier, was 4 inches longer in wheel base, and had 51 more 
maximum brake horsepower, in addition to having a synchromesh type 
of transmission with silent second-speed gear, four-wheel mechanical 
brakes, double acting hj^draulic shock absorbers on all four springs, as 
well as other improved features not found on the earlier model. 

The 1939 model, as compared with the 1934 model just described, 
was 80 poimds heavier, had 6 inches more wheel base, had 11 more 
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maximum brake horsepower, and in addition certain improvements 
as noted above. However, the price per pound of car in 1939 was 
almost 5 cents greater, the price per maximum brake horsepower was 
86 cents greater, and the factory price of the car increased almost 
24 percent over the January 1, 1934, price. 

Chevrolet.—Due to its importance in the low-priced motor-veliicle 
group, price and specifications data for Chevrolet four-door sedans 
was to have been included in this discussion in addition to the Olds
mobile data. However, because of the fact that the information 
originally requested from General Motors Corporation about Chevro
let when received was not complete, and after repeated requests the 
missmg information was not furnished, i t was necessary to omit any 
discussion about Chevrolet prices and specifications. 

SECTION 6. HUDSON MOTOR CAR CO. 

Price trend of Hudson Motor Car Co. four-door sedans, 192S-S8.— 
Price and specifications data for the Hudson four-door standard sedan 
is summarized in the followhig table for the period 1923-38: 

TABLE 147,—F. o. b. factory price, including Federal tax, price index, iveiglit, price 
per pound, wheel base, number of cylinders, maximum brake horsepo-wer, and. 
price per maximum, brake horsepower for Hudson Moto" Cor Co. Standard 4-door 
sedans, for the period 1923-38 

Date 

Nov . 
Mar . 
June 
Nov . 
Apr . 
M a y 
Aug. 
Oct. 
Feb. 
Mar . 
June 
July 
Oct. 
Jan. 
Deo. 
Deo. 
Dec. 
Aug. 
Nov. 
Dec, 
Dec. 
Feb, 
Jan. 
Apr 
June 
Dec. 
Nov, 
Oct. 
Apr , 
Aug. 
Sept. 
Sept. 

21, 1923.. 
31, 1924 
2, 1924... 
26, 1924.. 
25, 1925.. 
20, 1925.. 
19, 1925.. 

20, 1926... 
16, 1926-, 
10, 1926.. 
9, 1926..-
10, 1926... 
15, 1926... 
3, 1927.... 
9, 1927... 
1, I92S. . . 
30, 1929-. 
14, 1930.. 
10, 1930.. 

12, 1931.. 
23, 1932.. 
26, 1933.. 

8, 1934.... 
5, 1934... 
11, 1934.. 
5, 1931..-
26, 1935.. 

5, 1936.... 
29, 1937.. 
23, 1937.. 
29, 1937.. 
22, 1938-. 

Model 

O . . . . 
0 . . . . 
0 - . . . 
O . . . . 
O . . . 
0 . . . . 
O . . . . 
0 . . . . 
O . . . . 
0 . . . . 
O . . . . 
0 . . . . 
0 . . . . 
0 . . . . 
O . . . . 
E . . , . 
T . - . . 

T 
T . . , . 
T . - , 
T . . , . 
T . . -
L T S . 
L T S 
L T S . 
H T . . 
0 4 . . . . 
74 . . . . 
74 . . . . 
•4 

84 
Tourine sedan 

HOC" (95). 

$66.33 
75.08 
76. 26 
62.83 
59. 33 
66.83 
62. 33 
50. 75 
61.63 
49.88 
28. 46 
30.50 
23.46 
29.09 
30. 45 
None 
None 
None 
None 
23.00 
24.06 
21. 95 

17. 90 
18.58 
18.35 
18. 90 
18. 68 
18.90 
19.46 
20. 48 
22 12 
22'17 

$1,961. 33 
2, 220. 08 
2, 225. 25 
1, 857, 83 
1, 754, 33 
1, 650. 83 
1, 647. 33 
1, 500. 75 
1, 626, 63 
1, 474.88 
1, 423. 46 
1, 625. 50 
1, 423, 46 
1, 414. 09 
1, 480. 45 
1, 17,5,00 
1, ISO. 00 
1, 025, 00 
995.00 

1, I IS. 00 
1,169. 05 
1,006. 95 
802. 90 
833. 58 
823. 35 
858. 90 
S4S. 68 
858.90 
SS4. 46 
930.48 

1,005,12 
1, 034, 77 

184 
208 
209 
174 
104 
155 
145 
141 
143 
138 
133 
143 
133 
133 
139 
no 
108 
96 
93 

105 
110 
100 
75 
78 
77 
81 
80 
81 
83 
87 
04 
97 

Pounds 
3,590 
3, 590 
3,590 
3, ,690 
3,686 
3,426 
3, 426 
3, 425 
3,560 
3, 560 
3, 560 
3,560 
3, 560 
3, 765 
3,720 
3, 7S6 
3,200 
3,200 
3,115 
3,286 
3, 346 
3, 345 
2,906 

2, 906 
2,905 
2,890 
3, 046 
3,136 
3, 135 
3,136 
3,155 
3,193 

Cents. 
64.0 
61.8 
62.0 
61.8 
48.9 
48.2 
46.2 
43.8 
42.9 
41.4 
40.0 
42.9 
40.0 
37.7 
39.8 
31.0 
35.9 
32.0 
31.9 
34.0 
34.9 
31.9 
27.6 
28.7 
28.3 
29.7 
27.9 
27.4 
28. 2 
29.7 
31.9 
32.4 

Ine lies 
127 
127 
127 
127 
127 
127 
127 
127 
127 
127 
127 
127 
127 
127 
127 
122 
119 
119 
119 
119 
119 
119 
U6 
116 
116 
117 
120 
122 
122 
122 
122 
122 

101 
101 
101 
108 
108 
108 
113 
113 
122 
122 
122 
122 
122 

u 
a t; a; 

"as 
0) 3 o 

•gae 
3 i 

(') 

$14.38 
12.81 
12.44 
11.07 
11. 67 
10. 66 
7.43 
7.72 
7.62 
7. 60 
7.61 
7.04 
7.25 
7.63 
8.24 
8. 48 

• Information not available for years 1923 to 1928, inclusive. 
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The model O Hudson 4-door sedan was priced at $1,961.33, f. o. b. 

factory, hicluding Federal tax of $66.33, on November 21, 1923, 
but on June 2, 1924,- for the same model the price had been increased 
to $2,225.25, which included Federal tax of $75.25. For purposes of 
comparison with the Hudson 4-door sedan announced September 
22, 1938, however, the 1923 price whl be used. I t should be noted 
that the maximum brake horsepower rating was not available until 
1929, although information was furnished to the effect that the 1915 
Super 6 Hudson developed approximately 80 horsepower. Compared 
with the 1923 Hudson 4-door sedan, the September 22, 1938, model 
Hudson cost $936,56 less, or a decrease of 47 percent; the weight 
decreased from 3,590 to 3,193 pounds; the price per pound decreased 
about 41 percent, or 22.2 cents; the wheel base decreased from 127 to 
122 inclies; the number of cylinders was increased by 2; and as the 
1929 Hudson had a maximum brake horsepower of 80, i t is prob
ably safe to assume that the brake horsepower was increased by at 
least 40. Other significant points of difference between the i923 
model and the 19̂ 8 model concern mechanical equipment, accessories, 
etc. For example, the 1923 Hudson had a 3-speed and reverse spur 
gear type of transmission, 2-wheel mechanical brakes, no shock ab
sorbers, four 4-ply 33 by 6 ba-hoon tires, demomitable rims, and no 
spare wheel, tire, or bumpers. In contrast, tbe 1938 Hudson had a 
3-speed and reverse spiral and spur gear type of transmission, 4-wheel 
hydraulic brakes, hydraulic shock absorbers, five 4-ply 16 by 6.50 air 
wheel thes, sparp wheel, and bumpers. 

Of interest is a comparison of the first 8-cylinder Hudson an
nounced as of December 30, 1929, with the 8-cylinder Hudson 
announced September 22, 1938. Compared with the 1929 Hudson, 
the 1938 model was .priced at $115.23 less, or a decrease of approxi
mately 10 percent; its weight was approximately the same, the price 
per pound was 3,5 cents less, or a decrease of almost 10 percent; the 
wheel base was 3 inches longer; the maximum brake horsepower was 
42 greater, and the price per maximum brake horsepower was $5.90 
less, or a decrease of ahnost 41 percent, Dift'erences in specifications 
were mainly as follows: The 1929 Hudson had 4-wheel mechanical 
brakes, four 4-ply 29 by 5.50 balloon thes, demountable rims, no 
bumpers, and no spare tire, as compared with other equipment and 
accessories as listed above for the 1938 Hudson 8 sedan. 

Again, in the case of the price trend of the four-door Hudson sedan, 
is illustrated the futility of attempting to evaluate the significance of 
changes in price or the purchasing^ power of the automotive dollar 
without at the same time considering the factors, more difficult to 
measure, which have just been discussed and which are summarized 
in table 147. Price reductions \^dthin tbe model year usually for 
the purpose of litpaidating stocks of cars prior to the introduction of 
new models were made in 1924, 1925, 1926, 1930, and 1934. 
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SECTION 7. NASH-KELVINATOR CORPORATION 

Price trend of Nash-Kelv-inafor Corporation four-door sedans, 1923-
37,—The trend of prices and specifications for Nash four-door sedans 
from 1923 to 1937 is summarized for more important details in the 
foUowing table: 

TABLE 148,—F. o. b. factory price, including Federal lax, price index, weight, price 
per pound, wheel base, number of cylinders, maximum brake horsepo-wer, and price 
per maximum brake horsepower for Nash-Kelvinator Corporation for the period 
1923-37 

Date 

July 20, 1923. 
Mar. 16. 1924 
July 1, 1925.. 
Nov. 1, 1925-
Julv 6, 1920.. 
June 29, 1927. 
Feb. 1, 1928.. 
Juno 1, 1928.. 
Oct. l j 1929... 
Jan, 1, 1930... 
Oct. 1, 1930... 
June 1, 1931.. 
Dec. 1, 1932.. 
Oct. 1, 19,33-. 
Jan. 1, 1934... 
Sept. 6, 1934.. 
Jan. 1, 1935... 
Mar. 10, 1935 
Nov. 15, 1935. 
Oct. 1, 1936... 
Aug. 16, 1937. 
Oct. 15, 1937. 

Model 
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Cents 
47 $52.02 $1,497.02 186 3,090 48.4 112 4 38 $39.40 
134 54. 08 1, 599. 08 199 3,270 48.9 6 47 34.02 
234 . 54. OS 1,599. 08 199 3, 300 48.5 112S< 0 47 34.02 
234 50. 63 1, 496. 58 186 3,300 4,5.3 1125^ 6 47 31.82 
224 20.90 1, 015. 90 126 2,475 41.0 109 6 30 33. 36 
328 22. 79 1,107, 79 138 2,610 42.4 109 6 42.5 26. 07 
328 20.90 1,015.90 126 2,610 33.9 109 6 42.5 23.90 
4 2 8 . - None 996. 00 124 2,725 36.5 112 6 50 19. 90 
450 None 986. 00 122 2.850 34.0 114 6 00 16.42 
450 - None 1, 005. 00 125 2, 860 3,6.3 114 6 60 16.75 
660 None 845. 00 105 2,800 30.2 114 6 66 13. 00 
960 None 845. 00 105 2,800 30.2 114J4 6 65 13.00 
1120.. .• 19.41 764. 41 95 3,126 24.5 116 6 75 10.19 
1220...: 19.90 804 .-90 100 3, 370 23,9 116 6 88 . 9.15 
1220 20.44 835. 44 101 3, 370 24.8 116 6 88 9.49 
1220 19.20 774. 20 96 3, 370 23.0 116 6 88 8.80 
3620 23.43 96S. 43 120 3, 630 26.7 121 6 90 10.76 
3620 22.24 897. 24 m 3,030 24.7 121 6 90 9.97 
3620 22.83 907.83 113 3, 710 24.5 •125 6 90 10.09 
3728 22.07 867. 07 108 3, 400 25.5 121 6 95 9.13 
3728 22.41 932.41 116 3,400 27.4 121 6 95 9.81 
3828 23.46 1, 050. 00 130 3,460 30.3 121 106 10. 00 

On Jidy 20, 1923, a four-cylinder Nash four-door sedan, weighing 
3,090 pounds, with a wheel base of 112 inches and maximum brake 
horsepower of 38, sold f. o. b, factory, including Federal tax of $52.02, 
for $1,497,02. Approxhnately 8 months later a six-cylinder Nash 
four-door, weighing 3,270 pounds, with a wheel base of 112"% inches 
and a brake horsepower of 47, sold f, o, b, factory for $100 more than 
the four-cylinder four-door sedan of 1923. When the Nash four-
door sedan (model 3828) of October 15, 1937, is compared with the 
latter model, 134, i t is evident that the purchaser of today's Nash, .as. 
was also found true of other motor-vehicle makes is getting consider
ably more for his automotive dollar than he was approximately 14 
years ago. The f, o. b, factciy price had decreased almost $450, or 
about 35 percent; weight mcreased about 200 poimds; price per pound 
of car had decreased from 48.9 cents to 30.3 cents, or ahnost 38 percent; 
wheel base increased from 112% to 121 inches; brake horsepower showed 
an increase from 47 to 105; and the cost per brake horsepower de
creased from $34.02 to $10, or about 71 percent. The difference in 
the two models is further emphasized by a comparison of the equip
ment. The 1924 four-door sedan had a selective three speeds forward 
and one re "̂erse type of transmission, 4-wheel mechanical brakes— 
front hiternal expanding, rear external contracting, parking brake on 
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transmission drive shaft, no shock absorbers, and 5.25 by 21 four-ply 
standard tires, while the 1937 model 3828 had a selective synchromesh 
type of transmission, four-wheel hydraulic brakes, direct acting 
two-way hydraulic shock absorbers, and 6.25 by 16 four-ply standard 
tires.^ 

The price of the Nash four-door sedan, model 1220, as of October 
1, 1933, used as the base for the price mdex, shows an even greater 
difference in automotive value over the 1924 model than did the 1937 
model. There was a decrease in the f. o, b. price of almost $800, 
or approxunately 50 percent; the weight had increased 100 pounds; 
the price per pound of car had decreased 25 cents, or approximately 
51 percent; the wheel base was ahnost 4 mches longer; the brake 
horsepower had increased from 47 to 88; and the price per brake 
horsepower had decreased from $34,02 to $9.15, or approximately 73 
percent. As compared with the 1924 model 134 Nash four-door 
sedan, the model 1220 of 1933 had a selective type synchromesh 
transmission, four-wheel mechanical brakes, two-way hydraidic 
shock absorbers, and 5.50 by 17 four-ply standard tires. 

SECTION 8. PACK.'^.RD MOTOR CAR CO, 

Price trend of Packard Motor Car Co. four-d.oor sedans, 1923-38.— 
Price and specifications information as supphed by the Packard 
Motor Car Co. relative to its Super 8 model, four-door sedan, is 
summarized in the following table for the period 1923-38: 

TABLE 149.—F. o. b. factory price, including Federal tax, price index, weight, price 
per pomid, wheel base, number of cylinders, maximum brake horsepower, and 
price per maximuin brake horsepower for Paclcard Motor Car Co, Super 8 4-door 
sedans, for the period 1923-S8. 

Date 

Dee. 27,1923.. 
Feb. 2, 1925.. 
Aug, 2, 1936.. 
Julv 1, 1927... 
Jan. 3,192S... 
July 9, 1928.- . 
Aug. 1, 1928.. 

.\U2. 1, 1929.. 
Aug, 20, 1929-

Auq, 15, 1930-
Aug. 14. 1930. 

June 2.3, 1931... 
Do 

Jan. 9, 1932....-
June 1, 1932..--
Jan. 6, 1933..... 
A-a-s. 21, 1933. . 
June 21, 1934... 
AuR, 30, 1934..-
Aug, 10, 1935... 
Sept. 3, 1936..-. 
.Aug, 17, 19.37... 
Sept. 10, 1937... 
September 1938 

Model 

136-143 Single 8 
2.36-243 Sinele 8 
330-343 Single 8 
443 Singles 

do 
do 

640 645 Custom and De
Luxe 8. 

do 
740-745 Custom nnd De

Luxe 8. 
- do 
840-845 Custom and De-

Luxe 8. 
do .. -

903-904 8 DeLu.xe 
do 
do 

1003-1604 iSuporS 
1103-1101-1105 .Super 8... 

do 
1203-1204-1205 Super 8... 
1403-1404-1406 Super 8..-
150U-15O1-15O2 Supor 8-.. 

do 
1603-1604-1605 .Super 8 --
1703-1705 Suner 8 
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S174. 38 $4. 824. 38 172 4,200 113 2 136 8 84 $67,43 
106. 88 4, 866. 88 173 4, .528 107 3 136 8 84 57.82 
104. 03 4, 854. 03 173 4, 430 109 6 136 8 106 45.79 
None 4,959.00 176 4, 550 108 8 143 8 106 46.70 
None 3, 750. 00 134 4, 550 82 4 143 8 106 35.38 
None 3.100. 00 111 4. 550 68 1 143 8 106 29. 25 
N'one 3, 750. 00 134 4, 836 77 6 140 8 106 35. 38 

None 3, 350. 00 119 4. &35 69 3 140 8 106 31.60 
None 3, 585. 00 128 4, 560 78 6 140l< 8 106 33.82 

None 3, 085. no 110 4, 560 67 7 140H 8 106 29.10 
None 3. 796. 00 135 4, 965 70 6 HOM 8 120 31.63 

None 3. 200. 00 114 4,955 64 6 1401.̂  8 120 26.67 
80. 75 3, 925. 75 140 6, 045 77 S 14214 8 136 29.08 
None 3. 246. 00 116 5, 046 64 3 142Vi • 8 135 24. 04 
None 3, 445. 00 123 5,045 68 3 li1\i S 136 25, 52 
55. 35 2, ,806. 35 100 4; 816 58 3 135 8 146 19. 35 
61.05 3.011.05 107 4,815 62 5 136 8 146 20. 77 
None 2. 350. 00 84 4,815 48 8 135 8 145 16. 21 
62. 85 3. 063. 85 109 4. 985 61 2 132 8 145 21.05 
62.85 3. 052. 85 109 5. OSO 60 1 132 8 150 20. 35 
49. 05 3. 384.06 85 4. 530 52 6 127 8 130 18. 34 
None 2.485.00 89 4. ,530 54 9 127 8 130 19.12 
56. 35 2. 690 35 96 4, ,530 59 4 127 8 130 20.70 
42. 84 1, 977. 84 71 3,930 50 3 127 8 130 15. 21 

' Special equipment included in f. o. b, price was not submitted by the Nash-Kelvinator Corporation. 
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A Packard Super 8 four-door sedan as of December 27, 1923, cost 
f, o. b. factory, including $174.38 Federal tax, $4,824.38, wbde the 
Super 8 four-door sedan as of January 5, 1933, including $55,35 
Federal tax, cost f. o. b, factoiy, $2,805.35. As of September 1938, 

ll 1 the Super 8, including $42.84 Federal tax, was priced f. o. b. factory 
at $1,977.84. With respect to these three models the weight changed 
from 4,260 poimds in 1923, to 4,815 pounds in 1933, to 3'̂ 930 pounds 
in 1938; price per pound changed from 113,2 cents, in 1923, to 58,3 
cents, in 1933, to 50,3 cents, in 1938; the length of wheel base changed 
from 136 inches, in 1923, to 135 inches, in 1933, to 127 inches in 1938; 
maximum brake horsepower changed from 84 in 1923, to 145 in 1933, 
to 130 in 1938; and the price per ma.ximum brake horsepower decreased 
from $57.43 in 1923, to $19,35 in 1933, to $15,21 in 1938. 

Tbe 1933 purchaser of a vSuper 8 four-door sedan paid, including 
Federal tax, $2,019.03 less than for the 1923 Packard 8, or a decrease 
of almost 42 percent, for which he received a car 555'pounds heavier, 
1 inch shorter in wheel base, and 61 maximum brake horsepower 
more than in 1923. The cost per pound in the 1933 model as com
pared with the 1923 model was 54.9 cents less, or a decrease of a,bout 
49 percent, and the cost per brake horsepower was $38.08 less, or a 
decrease of 66 percent. I n comparison with the 1923 model, the 1938 
model Packard Super 8, although weighing 330 pounds less and having 
a wheel base 9 inches shorter, was, including Federal tax, almost 
59 percent less in factory f, o. b, price, almost 56 percent less in price 
per pound, delivered almost 55 percent greater maximum brake 
horsepower, which cost per brake horsepower almost 74 percent less. 

The Packard 8 of December 27, 1923, was what might be classed 
a "luxury" car as compared with other passenger cars of that period. 
Tlds car which sold f, o. b. factory for almost. $5,000 had three-speed 
selective tj^'pe transmission, mechanical brakes, "Watson shock absorb
ers, f].ve 33 by 5 high-pressure tires, and included were the following 
standard accessories and equipment: 

Electric starter, generator, and storage battery. 
Speedometer and clock. 
Electric head, auxiliary, parking, instrument board, tonneau, and combined 

tail and signal lights. 
Head, auxiliary, and parking lights combined in one reflector. 
Nonglare lenses. 
Tail lamp combined with electric license-tag illuminator. 
Motor-driven horn. 
Complete tool equipment, including 1-ton jack. 
Rear carrier for one extra wheel, with self-contained lock. 
One extra wheel with spare tire and tire cover. 
Wheel-changing equipment. 
Stabilators, front and rear. 
Motometer, gasoline gage on dash, front and rear bumpers, and automatic 

radiator air-flow regulator. 
Rear-view mirror, automatic windshield cleaner, and cigar lighter on instru

ment board. 
Enclosed cars have, smoking and vanity oases, except four-passenger coupe, 

which has vaiiity case only. 
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Approximately 15 years- later a Packard Super 8 four-door sedan 
sold. f. 0, b. factory, including Federal tax, for almost $2,000, and was 
ec[uipped with selective silent sjmchronized type of transmission, 
hydraulic brakes, Delco shock absorbers, five four-ply 16 by 7 tires, 
and standard accessories and equipment as follows: 

Two matched-tone electric horns. 
Two windshield wi}3ers. 
Two adjustable sun visors. 
Rear-view mirror. 
Robe cord support. 
Footrest in rear, compartment. 
Carpets, front and rear. 
Adjustable driver's seat. 
Two tail and stoplights. 
Front- and rear-compartment ash trays and cigar lighters. 
Dome real compartment reading lights. 
Headlight-beam control by foot switch. 
Toggle grip straps. 
Built-in aerial for radio. 
Oil bath air cleaner. 
Front and rear bumpers and bumper guards. 
Tools and jack. 
Front- and rear-jack pads. 
One spare wheel and wheel-compartment lock. 
Large capacity built-in trunks on all closed models. 
Independent front-wheel suspension. 
Electric clock, front. 
Glove compartment door lock. 
Arm rests, front doors. 
Arm rest, rear center. 
Remote-control gear shift. 
Radiator ornament. 
Vacuum booster pump. 
Stabilizer. 
Chrome wheel rings, five- and six- wheel. 
Spare tire and tube. 

Although the price-trend index of the Packard 8 four-door sedan 
does not fully indicate the marked difference in what the purchaser 
of one received for his automotive dollar in 1923 as compared with 
1938, i t does show that from 1923, using the January 5, 1933, model 
price as a base, the price decreased from 172 to 71 in 1938. The 
Packard price series also give evidence of substantial reductions in 
price after the model season was under way as evidenced by such 
reductions in 1928, 1929, 1930, 1931, 1932, and 1934. A net price 
increase within a model season was reported only in 1937. 

i7i23'i—;.iy {)9 
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SECTION 9. STUUEBAKER COEPOEATION 

Price trend of Studebaker Corporation four-door sedans, 1924.-38.— 
The following table presents price and specifications data for Stude
baker four-door sedans for the period 1924-38: 

TABLE 150.—F. o. b. factory price, including Federal tax, price index, weight, price 
per pound, wheelbase, number of cylinders, maximutn bralie horsepower, and price 
per maximum brake horsepower for Studebaker Corporaiion. four-door seda?is, for 
the period 1924-38 
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h.M^. 26, 1021 E R $60. 61 $1,656. 61 199 3,200 30,8 113 0 50 .$33.11 
Jan. S, 1925 ER. 58. 71 1,603.71 193 3, 260 49,2 113 6 50 32. 07 
A p r , 13, 1925 . E R 60.61 1, 655, 61 199 3, 260 50.8 113 6 60 33. U 
Aug, 1, 1925 E R 66.81 1,651,81 187 3,260 47.6 113 6 60 31.04 
Jan, 14, 1926 . E R . . , 63.01 1,448.01 174 3,260 44.4 113 6 60 29. 00 
June —, 1926-- E U 29.14 1, 324.14 159 3, 236 40.9 113 6 60 26.48 
Sept. 27, 1926 E U 29.93 1, 369.93 164 3,236 42.0 113 , 6 60 27. 20̂  
Sept. —, 1927 G E 27.46 1, 247, 45 150 3,230 38.0 113 6 65 19.19 
M a v 1, 1928 G E 28. 58 1, 298. 58 156 3, 280 39.0 113 6 05 19.98 
June 15, 1928 G E None 1, 290. CO 166 3, 280 39.3 113 6 65 19. 85 
M a y 27, 1929 G L None 1, 120.00 135 3, OSO 30.4 116 6 OS • 16.47 
N o v . 1, 1929 G L None 1. 190. 00 143- 3,080 US. 6 115 6 68 17. 50' 
Feb. 1, 1930 G L None 1,220. 00 147 3,080 39.0- 115 6 68 17.94 
Dec. 10, 1929 53 None 990. 00 119 2,000 34.1 114 6 70 14.11 

None 1,010.00 121 2, 900 34.8 114 6 70 14. 43 
None 920,00 111 2,900 31.7 114 6 70 13. 14 

Dec. —, 1930 ,54 None 920. 00 111 2,930 31.4 114 6 70 13. 14 
N o v . 23, 1931 55 None 934. 65 112 3,170 29.6 117 fl SO 11.68 
Dec. 10, 1931 65 None 923. 65 112 3,170 29.3 117 6 80 11.02 
M a r , 1, 1932 55. None 954. 65 115 ,3, 170 30.1 117 G SO 11.93 
N o v . 28, 1032 56 . . 23. 88 984. SS l i s 3, 310 29.8 117 6 85 11. 69 
Oct. 19, 1933 - . A 21.01 831.61 100 2, 910 28.6 113 0 88 9.45 
Dec. 12, 1933 A , . . . . 2S. 30 882. S6 106 2,910 30.3 113 6 88 10.03 

A 22.59 893. 09 107 2, 910 30.7 113 fl 88 10.15 
M a r . 20, 1934 A 23.08 918. 58 110 2, 910 31.6 113 6 88 10.44 

939. 03 113 2,910 32.3 113 a 88 10.67 
June 15, 1934 A . . . 23.40 

23. 44 
933. 90 112 2,916 32.0 114- 6 88 10.61 

N o v , 26, 1934 2 A . . . . 
23.40 
23. 44 907. 94 109 3,030 30.0 114 6 88 10. 32 

Jan. 1, 1935 2A . . . . 23.05 912. 65 110 3,030 30.1 114 6 88 10.37 
2A 22.62 897.12 108 3,030 29.0 114 6 SS 10.19 

Oct 28, 1935 4A 23. 62 S83. 02 106 3,110 28.4 116 6 90 9. SI 
A u g . 18, 1936 6A - 23. 10 902. 60 109 3,130 28. S 116 6 90 10. 03' 
Sept. 11, 1D37_ 7A 24. 64 907. 29 116 3,190 30.3 116>/« C 90 10.75 
N o v . 0, 1937 24.08 946. S3 114 3,190 29.7 HOW 6 90 10. 62 
Sept, 12, 1938 9 A 24. 08 940. S3 114- 3, 200 29.6 116).̂  6 90 10.62 

A model ER Studebaker four-door sedan on August 26, 1924, sold,, 
f. o. b. factory, including $60.61 Federal tax, for $1,655.61, while the 
Studebaker model 9A four-door sedan, announced September 12, 1938, 
sold, f. o, b. factory list price, including $24.08 Federal tax, for $946.83. 
This represented a decrease in the price of the four-door sedan of about 
43 percent, or $708.78 less than hi 1924. In terms of price per pound 
of car there was a reduction from 50.8 cents in 1924 to 29.6 cents in 
1938, or a decrease of about 42 percent. The length of the wheelbase 
increased from 113 inches hi 1924 to 116?̂  inches in 1938, while maxi
mum brake horsepower increased from 50 to 90, or in terms of price 
per horsepower there was a decrease from $33.11 in 1924 to $10.52 in 
1938, or about 68 percent. ;̂  
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These significant differences in the purchasing value of the automo
tive doUar are further emphasized by a comparison of tbe accessories 
and equipment included in the price of the 1924 and the 1938 four-
door sedans. The earlier model bad a standard S. A. E. gear shift; 
2-wheel mechanical brakes; no shock absorbers; four 4-ply 31 by 5.25 
balloon, nonskid thes; mohair trim; and wood wheels, whereas the 
model announced September 12, 1938, had a model T88 Warner gear 
type of transmission with gear-shift lever located on steerhig column 
operated mechanically; 4-wheel Lockheed hydraulic brakes, including 
automatic hill holder; Houdaille two-way shock absorbers; five 4-ply 
16 by 6 Fhestone tires; bumpers; Planar suspension; safety glass all 
around; two taU lights; two sun visors; two windshield wipers; five 
painted disk wheels; cloth upholstery; robe cord; rear ash receivers; 
rea,r arm rests; and metal sprmg covers. 

SECTION 10. EVOLUTION OF THE AUTOMOBILE 

Sources of information.—The history of the evolution of the auto
mobile, as presented in this chapter, is based upon information 
obtained by the Commission from various sources. The story of 
developments prior to 1900, particularly, is based largely upon mfor
mation on "Milestones of the Automobile Industry," compiled from 
various pubUshed sources by members of the staff of the Automobile 
Manufacturers Association, and upon information contamed in Arthur 
Pound's story of General Motors, entitled "The Turning "\̂ \'heel." 
The story of improvements of the automobhe in the United States, 
particularly those pioneered by the now-existing American automobile 
ma.nufacturers, is based largely upon information furnished by the 
respective manufactm-ers. Other sources of information are referred 
to in the text. 

Steam-projielled motor vehicles.—Available historical records indicate 
that the possibility of operating a road vehicle by steam was visuahzed 
as far back as the seventeenth century. While considerable experi
mentation was in isrogress and eft'orts made to use steam for the pro
pulsion of road vehicles during the eighteenth century, both in the 
United States and abroad, it was not until 1801 that what has been 
termed the fir.st real successful steam-driven carriage, which "opened 
men's miods to the commercial and pleasure possibhities of these 
vehicles" was buht. In performance contests held in the 1890's, in 
which both steam-driven and gasoline-driven cars competed, the 
steam-driven car first was the winner, and later gasoline-driven cars 
were the winners. The continued success of the gasolme-driven cars 
led ultimately to complete abandonment of the steam-driven type of 
automobhe. . 

American self-pro])elled vehicles first put on the road were powered 
by steam. In the 1890's the several steam-driven automobiles that 
were among tbe leaders of tbe day hicluded the White and Stanley's 
Locomobile, in America. Locomobile was such a success that i t 
found a market in Eiiglaud in 1900, but in 1903 it was dropped in 
England in favor of the internal-combustion-engined Oldsmobile. 
Manufacture of the famous de Dion-Bouton steam car was given up 
in France before the turn of the century, and not long after 1900 the 
production of Whites and Locomobiles was discontinued, Wliile the 
trend in favor of the internal-combustion engine appears to have 
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become definitely estabhshed about 1900, for some few years there
after it remtiined a question whether the gas or steam engine would 
be generaUy adopted for autoinobile use. 

Development of elect-r-ically operated road vehicles.—In the 1890's, 
electrically operated vehicles had reached such a stage of development 
in America as to qualify that type of vehicle to take part with the 
steam-operated and gasoline-operated cars in the competitive per
formance contests of the day. 

According to the Bureau of the Census, of the 21,692 automobiles 
produced in America in 1904, 1,425 were operated electrically, 1,568 
by steam, and the others by internal-combustion motor; and of the 
total of 126,593 produced in 1909, 3,826 were operated electrically, 
and 2,374 by steam. A total of 4;669 electrically operated automobiles 
was reported as produced in 1914, and while some steam-operated 
vehicles were still being produced, their manufacture was soon dis
continued altogether. At the present time, the manufacture of elec
trically operated road vehicles can be procmed on order, and there 
are some being usecl, but the number now in use is comparatively 
small and, in nearly all cases, are commercial vehicles. 

The use of electric batteries for power, with the comparatively 
limited radius of operation before recharghig of the batteries became 
necessary, together with the long waits for recharging and the extreme 
weight of the batteries, were the chief causes of the mipopularity 
lof this type of velucle. 

Development of internal-combusiion-engined automobiles—Europe.— 
I t was not until the latter part of the nineteenth century that real 
practical success with an internal-combustion engine was attained. 
The first successful enghies of tlus type had but one cylinder, were 
operated on the two-stroke cycle, and used illuminating gas for fuel 
which was not conrpressed before firmg. 

The invention of'the four-stroke cycle in 1862 and the introduction 
of engines incorporating tins feature some years later were notable 
developments in the development of the internal-combustion-engined 
automobile, A car using the four-stroke cycle built in 1875 was de
scribed * as having— 
a four-stroke motor with a rope drive from the engine to tiie rear axle. This 
rope drive was provided with an idler-type belt tightener in lieu of a clutch. 
The engine had a slide intake valve, while the exhaust port had a piston valve of 
surprisingly modern design. The gasoline was vaporized—or carburized—by a 
patented carburetor using rotary sprayer brushes which dipped into a reservoir 
of gasoline. Steering was by worm and wheel, as in modern cars. The operator 
could .start the motor without leaving the oar, by means of a lever and train of 
gears. The speed of the. engine was controlled by a hand wheel conveniently 
located near the di'iver's seat. 

The first commercially successful iuteriial-combustion autoinobile 
is said to have been made in Germany in 1885; and it was in 1885 
that quantity production of the gasoline-type engine was first begun. 

In 1892 Panhard & Levassor, in France, was offering for sale what 
has been described as "the first really modern automobile." Of this 
early French design, the Encyclopaedia Brittanica states: 

The drive was taken through a clutch to a set of reduction gears and thence 
to a differential gear on a countershaft from which the road wheels were driven 
by chains. • With all the modifications of details, the combination of clutch, 
gear box and transmission remains unaltered. * * *. 

* Automobile Ancestry, by L. L, Thwing, iu Technology Review, February 1939. 
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In the earlier a.utomobiles the engines were placed in the horizontal 
position under the seats or in the rear of the car. I t was not until 
about 1905 that the upright position at the front end of the car was 
generally recognized as the superior position. 

A summary of the important events relating to the development 
of the automobile prepared by members of the staff of the Automobile 
Manufacturers Association states that— 
although many thousands of improvements have been made since, and although 
there is no comparison between the cars of those days—the Panhard, the deDipn-
Bouton and others—and the cars of today, the fundamental principles established 
by those early pioneers have firmly withstood the test of time. 

The fundamental principles referred to include numerous develop
ments, in addition to those already mentioned in the foregoing text. 
The developments in Europe included the first differential designed 
by a French watchmaker about 1828; the principle of the pneumatic 
tire, first patented in England in 1845; the first spark plug, appearing 
on an engine built in France in 1860; arrangement of front wheels 
swinging on stub axles swiveling on tbe outer ends of a fixed axle, 
first patented in 1818.and perfected in 1875; independent springing 
of front wheels, introduced in 1876; enclosing of the driving axles and 
difi'erentiai in a single housing in the 1890's; arra,ngement to efl'ect a 
direct drive between the engine and the differential on the rear axles, 
devised in 1898; patentmg of H-gate gear shift in 1899. 

Developments of internal-comhustion-engined automobiles—United 
States,—In the early development of self-propeUed vehicles, Europe 
played the leading role, This was the situation as regards develop
ments of the internal-combustion-engined yehicle that were taldng 
place during the important 10-year period from 1885 to 1895. Arthur 
Pound, in his stoiy of General Motors, The Turning Wlieel, refers to 
the period from Selden's application for patent in 1879 to the founda
tion of Olds Motor Works in 1899 as measuring the birth pangs of the 
gas automobile in Am.erica, Bad roads, indifference of financiers, cer
tain pubhc antagonism, particularly hi interruban districts, and the 
hard times of the 1890's, are said to have been contributing causes for 
the slower progress in America. 

Effort to use the Daimler .engine, wasmia.de by William Steinway on 
Long Island in 1888, but he had little success. Later, however, i t is 
claimed, the earl}^ success of Pierce-Arrow and Peerless in America 
resulted from the use of the French deDion in1;ernal-combustion engine. 

In 1892 the first successfully operated' gasoline automobile in 
America—a car weighing 700 pounds, propeUed by a 4-horsepower 
single-cylinder motor weighing 120 pounds—was bmlt and run at 
Springfield, Mass., by Charles E. Diiryea and his brother. In 1893 
Henry Ford completed his first car, and a car designed by Elwood G. 
Hammes was bmlt by Apperson Bros. R. E. Olds also bmlt his first 
gasoline car a year or two later, but it was not until 1899 that real 
production of internal-coinbustion-engine cars in the United States 
got under way, when the Olds Motor "\Vorks, organized by Mr. Olds, 
began operations.. 

According to figures issued by the former National Autoinobile 
Chamber of Commerce, there were produced in the United States 4 
self-propelled cars in 1895, 25 in 1896, 100 in 1897, 1,000 in 1898, 
2,500 in 1899, and 5,000 in 1900.̂  In 1900, the Olds Motor Works 

» Encyclopaedia Britannica, fom'teonlh edition. 
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was offering a practical worldng small car for $650; and the company 
is credited with having built 425 cars in 1901, 2,500 in 1902, 4,000 in 
1903, and 5,000 in 1904. I t was the first of the quantity-production 
companies. 

The Detroit Automobile Co., in which Henry Ford first became in
terested, was formed in 1899 by a group of Detroit men, but in 1901 
after the company had made some cars—less than 50—Henry Ford 
withdrew from the company and i t was succeeded by the Cadillac 
Automobile Co., which in 1904 was consolidated with the Leland & 
Faulconer Manufacturing Co. to form the Cadillac Motor Car Co. 
The Henry Ford Co., formed in 1902, was given up before the expira
tion of that year, after having made a few racing cars; and in 1903 
the Ford Motor Co. was organized and started manufacturing a 2-
cylinder, 2-speed gear car selling for around $1,200. Then came 
Henry Ford's opportunity. In accordance •wdth the ideas of E. E. 
Olds, the Olds Motor Works had been marketing with great success a 
small cheap car. However, in 1904 the associates of Olds wanted to 
biuld a more expensive car, with the result that Olds retired from the 
company and thereupon orgamzed the Eeo Co. The new Reo Co., 
however, was slow in getting started, and Henry Ford, who Ihve R. E. 
Olds had come to believe in the commercial superiority of the smaher 
and cheaper car, was not long in substituting, for the comparatively 
expensive model his company had started building, a cheaper car 
with a 4-cylinder engine and new type bodies carrying either two or 
four passengers. This was the car that won world-wide acclaim and 
that gave the Ford Co. its great start and world.'leadership among 
motorcar manufacturers for so many years. 

The increase hi the top speed of gas automobiles from 15 miles to 
nearly 50 miles per hour during the period 1895 to 1900, gives some 
idea of the progress made in automobile manufacturing just before 
the turn of the century. 

Prior to 1900, self-propelled road vehicles produced in America ap
pear to have been all of the "buggy" type. This type of vehicle, 
fittingly described as the "horseless buggy," called for the reproduc
tion of buggies as closely as possible, with the power plants located 
in narrow spaces under the seats. The Columbia automobile of 1900 
is said to have been the first American qar with engine loca,ted at the 
front end . of the chassis. ;A Buick. car witli the enginei so located 
appeared in 1903, and in 1904 Henry Ford was buUding a car with 
the engine so placed. 

The fii'st American car to be produced in quantitĵ — t̂he famous 
curved-dash runabout put out by Olds Motor Works in 1901—-was a 
1-cylinder buggy-style tj'̂ pe. The first Packard, built in 1899, and 
later Packard models up to 1903 had 1-cylinder engines; also the 
CadiUac and Buick cars introduced in 1902 were powered by the 1-
cylinder type engine. The Packard 4-cylinder model was introduced 
in 1903. Olds brought out a 2-cylinder model in 1905 and a 4-cylinder 
model in 1906; and its 6-cylinder car was brought out in 1907. Buick 
was not long in bringhig out a 2-cylinder model that proved a suc
cess; and in 1907, i t added 4-cylinder models to its line. Oakland 
Motor Car Co., formed in 1907, first tried a 2-cylinder model, but it 
was not a great success, and it brought out a 4-cylinder model the 
following year. The 6-Gylinder car appears not to have made much 
headway for several years after it was first brought out in 1905. 
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According to rehable authority, 85 percent of all 'cars produced up to 
1905 had engines of either one or two cylmders, and the remainder had 
4-cylinder engines; in 1912, 92 percent of the cars sold were equipped 
with 4-cylinder enghies, and the others had 6-cylinder engines; while 
the 8-cylinder cars came out about 1915, and the 12-cylinder about 
1916. 

As late as 1920 all but about 15 percent of the passenger automobUes 
sold in the United States were open cars, due largely to the fact that 
the wood-frame bodies of the closed models up to that time did not 
stand up weU on tbe rough country roads. By 1926, however, the 
number of good roads had been greatly increased, wooden frames 
for closed bodies had been greatly improved, and the additional cost 
of the closed car over the open car had been reduced from the 50 
percent or more additional in 1920 to about 5 percent additional, due 
to increased-quantity production of the closed models which had come 
to represent about 75 percent of the total. By 1930 nearly all of the 
closed bodies produced were made of steel except the top; and in 1934 
the steel top was introduced and the all-steel body became a reality. 
Less than 2 percent of the American automobUe output of 1937 could 
be classed as open-car models. The evolution of the automobile body 
has been fittingly described as follows: 

The transition from the wooden coach work to the aU-steel body was gradual 
and depended on the progress in the art of drawing large sheets, upon the develop
ment of the steel alloys, capable of being drawn into the required shapes, and also 
upon the development of the art of welding the parts together electricall}'' to make 
smooth, invisible, tight joints. 

CadUlac's one-cylinder car of 1904, and its four-cyhnder car of 1905, 
were precision-built with interchangeable parts, a feature which won 
for the company the Sir Thomas Dewar trophy awarded by the Royal 
Automobile Club of London, England. Cadillac was the first car 
equipped with electrical starting, fighting, and ignition, and as a result 
of its pioneering with respect to these innovations, it was awarded the 
Dewar trophy a second time, in 1913. American contributions to 
improvements in automobUe construction included, also, the use of 
^'jigs" for the economical manufacture of large quantities of precision 
interchangeable parts; the art of pressing heavy cold-rolled steel for 
side rails of automobUes and other purposes; the use of highly special
ized Piftphine topis designed to perform one or more operations at the 
same time. 

To numerous other later contributions in the United States many 
of the more important of which are discussed on following pages, the 
automobile owes its present state of development—its rehability, 
speed, safety, comfort, pleasing appearance, and all-round high 
efficiency. Rare are the instances today, in comparison with the 
period 1900 to 1910, that the automobile fails on account of breaking 
of crankshafts, springs, and other parts; rapid wear; crystallization of 
shafts; stripping of gears; and tire troubles. These later-day develop
ments have been tbe result of widespread effort. An official of the 
Studebaker Corporation, wluch was one of tbe early companies to 
turn from tbe manufacture of wagons and carriages to the manufacture 
of automobiles and has pioncerecl in many of these later-day develop
ments, states: 

Any review of the technical development of the automobile must take cognizance 
of the important aud significant fact that much of the development is a composite 
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result of the ideas and efforts of many organizations and individuals. The 
interchange of information among members of the industry; the patent policies 
followed (including the cross-licensing agreements); the activities of engineering 
societies and other organizations; the research of related industries, such as those 
in the tire and petroleum fields; the work done by steel companies and'otlier sup
pliers of materials, parts, aud equipment generally have combined to accelerate 
and amplify the development of practically every idea connected with tlie im
provement of the automobile,. 

In many cases the most important contribution to a given development has 
been not the invention on which it was based but the adaptation of the idea and 
the improvement in its utilization. -Particular mention should be made of the 
role played by the parts manufacturers whose contributions have been numerpus 
and substantial. Not only do tliey frequently act as clearing houf-;es of ideas for 
all manufacturers.working on a given problem but, also, they supply out of their 
own research activities, or other sources, original ideas for the development of 
specific new parts and devices, or for the improvement of old ones. The collabora
tion of p.arts suppliers with the automobile manufacturers has resulted in maipr 
Qontributions to automobile development. * * * 

Regarding the importance of the role played by parts manufacturers: 
in automobile improvement, an official of the Nash Co. stated: 

While it has long been the policy of Nash Motors to produce essentially all of 
the ma.ior .parts of its cars, nevertheless it' has recognized that certain highly 
specialized parts could .best be developed and produced in volume at low cOiSts by 
the makers of jiarts such as starting, lighting, and ignition systems, carburetors,, 
valves, pistons, antifriction bearing.?, tie rods, drag links, tires, and wheels. The 
highlj- competitive nature of the parts business has required that those who were 
to survive in it had to be constantly on the alert to develop by re.search and engi
neering products which would be econoinicalin cost, efficient in use, and nationally, 
serviced. ' 

Nash has always welcomed the opportunity to select for the j5ublic from among, 
the products of the parts makers those parts which would in- all respects give the 
best results in use and with respect to which an adequate service was rendered 
throughout the country. Considering the relatively complicated nature of an 
automobile with the thousands of, parts entering into it, i t would certainly seem 
that in the American economy the continued development of the parts making 
phases of the industry will be esse,nti.al to the production of the best cars for the 
least money to insure that American cars will always find an increasingly substan-' 
t ial demand in the world market: ' 

A patent attornej^ of 'V\'"aslungton, D, C.,.with considerable knowl
edge of automobile developments in America, through acting as attor
ney for manufacturers and parts makers, stated that— 
• Throughout the development of the automobile industry the motorcar, makers 
have passed through various phases of reliance on the parts rhakers. Particularly 
is this true of the three largest existing manufacturers. Automobile manufac
turers today are still essentially selectors of all of the component r>arts from tires 
to tops which go. to make up. the complex, composite structure of a modern motor 
vehicle. They do such selecting for the public in, a most intelligent and effioient 
manner, enabling them to produce cars at almost unbelievinglj- low cost per pound 
weight, which will give outstandingly satisfactory results in the hands of the user," 
and they have learned how to back up the use of such cars with a Nation-wide 
efficient and economical service. 

The machine tool makers are constantly alert to produce new equipment which 
will enable the automobile makers and parts makers to get their costs down with 
either equal quality or improved quality of production.. Theirs also has been an 
outstandingly well-done job. 

To a great extent, the public must still rely on the parts maker to do the essential 
research and development work in the evolution of the neces.sary component parts 
of an automobUe to insure that our country's motor vehicles will be kept strictly 
up to date and acceptable at all times in the world's market on the basis of sound 
economy arid efficiency. 

Commenting npon tbe great improvement in the quality of the 
American automobile, particularly since 1915, an official of the Hud
son Co, stated: 
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The amount of research and elbow grease that has gone into this tremendous 
improvement is difficult to explain. There is .also the tremendous amount of 
collaboration which has made possible the solution of many problems. We 
could have never solved lubrication problems if i t had not been for the work of 
the oil companies. Chemical and metallurgical industries have contributed a 
•great deal to the development of the automobile. 

At the request of the Commission most of the large automobile 
manufacturers in the United States fumished statements briefiy 
describing contributions by them to the hnproveinent of the auto
mobile. Many of these contributions are referred to in the discus
sion that follows of the later-day improvements of the automobile in 
America. 

Engine design and operation,—Of the many improvements hi engine 
design that lia,ve been brought about in recent years, the develop
ment of tbe high-compression, high-speed engine is of outstanding 
importance. Cadillac, in 1914, introduced the first V-type eight-
cylinder high-speed engine to be produced in quantity in the United 
States, which resulted in the availability to the car-purchasing public 
of an Unproved quality of engine performance. Hudson also was 
among the first contributors to lugh-speed engine improvement, 
through the introduction, in 1916, of the Fekete cranltshaft, high-
compression with nondetonating cylinder head, and automatic and 
positive engine lubrication. The company claims to have introduced 
the first high-compression L-liead engine with a nondetonating cylin
der head in the medium-price field in 1916 and in the low-price field 
in 1924; also to have introduced almninum-alloy pistons in the 
medium-price field in 1918 and in the low-price field in 1924. Chrysler, 
as a result of experimentation and development, so improved high-
compression cylinder heads and aluminum pistons, after formation 
of the Chrysler Corporation in 1925, as to produce lugher power per 
cubic foot of piston displacement, combined with smooth and fiexible 
performance. 

Credit is cla,iined by Nasb for having introduced t'win ignition to 
valve-in-head motoi's in the popular-price class; also to have intro
duced on valve-in-head engines down-draft carburetors and enclosed 
mechanism. 

In 1908 the Ford Motor Co. began the use of cylinder blocks and 
crankcases cast integraUy, and the use of stamped crankcase pans, 
practices whicli now are followed by most of the other manufacturers. 
According to Hudson Motor Car Co., the first successful autoniobil^ 
equipped with a six-cylinder engine to be offered at a popular price 
was introduced by that company in 1912. In 1913 Studebaker Cor
poration introduced and used for the first time six cylmders cast in 
a single block—a manufacturing practice that later became general. 

The so-called knockless gasoline, obtained by mixing with 
ordinary gasoline tetra ethyl lead, was first developed by General 
Motors Laboratories in 1921 and introduced in 1923. An adva,nta.ge 
of this development, it is claimed, was that it made possible increased 
power and market economy through use of higher compression ratios 
in engme design. 

The development in 1927 of a mechanical fuel pump operating 
from the engine camshaft was a, distinct improvement, being free 
from the faults of tbe old vacuum-tanlv sĵ stem of fuel feed, which 
utilized engine vacuum to draw gasoline and which proved not 
entirely reliable when traveling at high speeds or while climbing biUs. 
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Transmissions, gears, etc.—The model T Ford car used a planetary 
transmission wluch was first patented by Henry Ford in 1911. In 
another patent on tbe planetary transmission granted Henry Ford 
in 1913, the particular feature claimed was the mounting of the 
transmission dhectly on the engine crankshaft. In the later model 
Ford cars the use of planetary-type transmissions has been abandoned, 
and the more universally used internal gear transmissions have 
been installed. 

The Chrysler Corporation claims to have been the pioneer, at 
least in the United States, in the development and commercial ex
ploitation of the helicon transmission now in use and to have solved 
the problem of adaption of this improvement to Chrylser cars at 
little increased cost over the earlier spur gear. The first patents on 
helicon, or curved-tooth bevel gears, were obtained by Packard in 
1914, tbis improved type gear and the necessary machine for cutting 
the gears having been developed in the Packard shops. Packard 
also claims to have pioneered the hypoid gea,red rear axle. This 
device, which makes possible the lowering of the automobile body 
without the necessity of employing a tunnel above the fioor of the 
car for the housing of the driVe shaft, bas been incorporated in many 
cars in the last few years. 

Henry Ford is generally given credit for having orighiated the 
torque-tube drive, patented by him in 1903 and used in practicaUy 
all cars of his manufacture and by many other compames also. 

Synchromesh transmission, introduced by CadiUac in 1926, after 
6 years of development work, has been generally adopted by tbe 
industry. Tliis improved type of transmission prevents clashing 
when changing gears, thereby adding to the ease and quietness of 
car operation, even for inexperienced drivers. 

The Chrysler Corporation states that the four-speed mtemal gear 
transmission, making possible the automatic overdrive, was the 
outgrowth of research and experimental work in various dhections 
and by various people and was offered to Chrysler and adopted by 
it in 1929. This type of transmission functions to automatically 
slow down engine speed without decreasing car speed when the car 
has exceeded a predetermined speed movement. The development 
of the free-wheeling transmission, introduced by Studebaker in 
about 1930, according to the Studebaker Corporation, made possible 
the use of overdrive, with its accompanying economies in gasoline 
and oil consumption and was a result of the collaboration of Stude
baker and the Warner Gear Division of the Borg-Warner Corporation 
which produced the transmission. 

An entirely new method of transmitting power from the engine to 
the rear wheels, called the fiuid drive, was introduced as standard 
equipment on the Chrysler Custom Imperial line for 1939. The fluid 
drive, which takes the place of the conventional flywheel, is interposed 
between the engine and the driving train to the rea,r wheels. As 
explained by the Chrysler Corporation, the prmciple upon which this 
device operates may be explamed by comparison with two electric 
fans placed so that the blades face each other a few inches apart. 
"When the blades of one of tbe fans are caused to rotate by electric 
energy the action of the air tm'us the blades of the other fan. In 
the case of the fluid drive, the shape of the fan blades is changed, the 
air is replaced by oU, and, to hold the oil in, both fans are enclosed 
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in a steel housing which is nearly fuU of liquid. One of the fans, caUed 
the driver, is attached to the crankshaft of the engine; the other, 
called the rumier, is connected to the rear wheels through a suitable 
drive train of conventional type. I t is claimed that the practicability 
of this device, developed by Chrysler Corporation engineers, has been 
proven in exhaustive laboratory and road tests, and that the device 
gives to the gasoline-driven automobile the flexibUity, without the 
disadvantages, characteristic of the automobUe formerly propelled by 
steam and electricity. 

Qear shifts.—The H-gate gear shift is stated to have first been 
patented by Daimler in 1899. Packard Motor Car Co. claims to have 
introduced the H-segment shift in the United States and to have pat
ented their device in 1902 and 1904. 

As far back as 1915 the Haynes car had an electric shift developed 
by Cutler-Hammer, and several other automatic transmissions have 
been designed and buUt, but this type transmission has not come into 
general use. On the theory that drivers do not want tbe car to shift 
tbe gears entirely a,utomatica,lly, the Hudson Co. in collaboration with 
the Bendix Co. developed a semiautomatic transmission, which i t caUs 
the "electric hand" and which, the company claims, reduces to an 
absolute minimum the work done by the driver yet leaves the car 
entirely at his command. Hudson claims to have introduced vacuum 
power shifting of gears at the steering wheel in 1935 and the selective 
automatic shift in 1937. 

Many of the latest model cars are equipped with manual gear shift
ing devices attached to the steering column in place of the gear-chang
ing lever coming up from near the middle of the floor. Tbis shift, 
developed by Pontiac in 1937 and 1938, is said to provide easier control 
of gear shifting with reduced likelihood of shifting accidentally, and 
leaves more room in the front seat compartment for passenger comfort. 

Springing, cushioning, etc.—Until the early 1930's American cars 
were equipped with sprhigs of the leaf type, which, in the case of-many 
of the cars were set parallel, or nearly parallel, with the side members 
of the frame. On the Ford car, however, the springs were mounted 
transversely, or at right angles with tbe side members of tlie frame. 
In 1911 and 191-2 Henry Ford acquired patents covering this trans
verse spring suspension, which was used on the model T Ford and 
was used continuously on tbe later model A. 

The earlier leaf springs, according to one of the car manufacturers, 
were made extremely stiff to withstand without breaking the jolts 
occasioned by rough roads, but later longer alloy steel springs were 
developed, tbe leaves of which were rolled in thinner sections, which 
provided softer springmg. To limit the movement of the body on 
these more resUient springs, rubber bumpers and shock absorbers were 
introduced, all of which greatly improved the ride and revolutionized 
the automobile from the standpoint of comfort. 

Modem independent front-wheel suspension as developed by General 
Motors' labora 'orics and individual car divisions in 1933 and 1934 re
sulted in stUl greater comfort, easier handling, and better car control 
under all road conditions. Tbe so-called "planar suspension" type 
of independent front-wheel suspension, employing tbe use of a trans
verse spring rather than the coil springs used by some of the other 
manufacturers that adopted independent front-wheel suspension, was 
introduced by Studebaker in 1935. 
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Rear coU-spring suspension, developed by Buick, was first used in 
1937-38 Buicks. Three-pomt support of the power unit on the frame 
was begun by Packard in 1903 and is stUl used by Packard and other 
companies, Hudson claims to have introduced full-balloon tires to 
the low-price field in 1924. 

Nash claims to have introduced rubber for mounting the engine in 
the chassis in 1922; aiso to have been the first to mtroduce complete 
body insidation. I n 1927, as one of the first steps toward noise re
duction, Chrj^sler adopted and made avaUable to other companies 
rubber engine mountings of a type superior to types in use prior to 
that time, in that the rubber was bonded dhectly to the iron parts 
so that the engine could be suspended by the rubber in tension or 
shear. Later, in 1931, when most of the other manufacturers had 
adopted rubber moimtings, a new method of eliminating vibration 
and noise, called "floathig power," was first used by Chrysler on the 
Plymouth car, and the new mounting soon was quite widely followed 
by other manufacturers in the United States and abroad. 

An improved method of mounting the radiator and fenders, which 
became widely accepted by the automobile industry, was introduced 
by Studebaker in 1928. Prior to this time radiators and fenders were 
so mounted on the chassis that they tended to move with the frame, 
instead of with the body, and therefore appearisd'to the automobile 
passenger to vibrate excessively. The Studeba.ker development pro
vided for a single-stud type of mounting on the frame, in such manner 
as to pennit movement of tbe radiator and fenders relative to the 
frame but under constraint to move with the body. 

Brakes.—In America, four-wheel hydraulic brakes, first introduced 
by Chiysler on Chalmers cars in the fall of 1923, were the forerunners 
of improved four-wheel hydraulic brakes offered with the first Chrysler 
car in January 1924, Four-wheel mechanical brakes were introduced 
by Buick in 1924. Faster and more positive stopping was claimed 
for this newly developed brakhig system. Hydraulic four-wheel 
brakes have been constantly improved and have almost displaced 
entirely other types of foot-pedal brakes. 

I n 1935 Studebaker, while not the developer, pioneered the use of 
the automatic hill holder, a device which prevents roUhig backward 
when a car on an up-grade has been stopped and the foot •lifted from 
the brake pedal. 

Bodies and fram,es,—Hudson claims to have introduced tbe first 
sedan-type body and the first cabriolet-type body in 1913; also the 
first coach with the first low-priced closed body in 1920 and the first 
bodies of all steel in 1935. Accordmg to an official of tbat company, 
in 1915 there were jaracticalty no closed cars with the exception of a 
few high-priced custom-built jobs. At about that time tbe so-called 
California top, a rather flimsy structure of wood and imitation leather 

I made to set on the top of a touring car, was hitroduccd. Hudson 
' decided that tbis was a poor solution of the closed-car problem, and 
* set out to design a renl closed car that could be sold at a popular 

price, with the result that in the fall of 1921 i t was able to oft'er to the 
public the first coach body on :m Essex chassis for about $1,345. 
Wliile this body was square in general shape, severely plam, and 

IS :iot nijide by dies, tbe suco-ess of the company iu 
sed model at a low isriee niay be judged by comparison 
'?f f':~r:-dc"jr se-.i:!!!?. the bodies for which alone were 

Co.. 2T T îar dzoe ir-oii- -Sl.IOO efieh. 
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The framework of the first closed-car bodies were made largely of 
wood, and this practice was not entirely discontinued until very 
recently. Dodge, wl i i l e stiU operated'by Dodge Bros,, had been 
buildmg open cars of all-steel construction when Hudson decided to 
manufacture closed cars with the structural parts all steel. The 
production of the all-steel body, however, v,̂ as a gradual evolution— 
certain parts first were made all steel, then other all-steel parts were 
added, the last to be the all-steel top. 

Regarding the all-steel body, i t is claimed that a great deal of the 
development work has been done over a period of a good many years 
by many engineers and that i t would be presumptuous for any one 
manufacturer to accept entire credit for the present-day body-manu
facture practice. When the development of the all-steel body began 
in about 1926 serious attention was given to the problem of strength
ening the steel shell'enclosing the'wood frame that up to that time 
constituted the ca,r body. Studebaker's approach to this problem 
was to so reinforce the shell by steel pillar and steel box-section con
struction, without relying upon heavy and independent reinforce
ments, that the hody would be lighter -Vkuthout sacrificing strength or 
with an actual increase in strength and abUitj^ to withstand impact 
of possible collision; and i t is clauned that the practice of making tbe 
reuiforcing members integral wdth the outer steel shell is a well-
recognized contribution of Studebaker. 

I n the early 1930's the use of steel tops, replacing the old fabric or 
hnitation leather tops, began. At first the steel top consisted of a 
sheet-steel insert, with a plastic compound around its edges to make 
the top Avatertight. The one-piece all-steel top of today was first 
developed by. Fisher Body Division of General Motors and introduced 
in the latter part;of 1934. 

Not only with res])ect to car bodies but -with respect to the steel 
frames as well, accordmg to the Chiysler Corporation, the develop
ments have been the results of eft'orts of many engineers over a period 
of a good many years. That company claims that Chrysler engineers, 
seeking from the beginning to obtain more rigidity of motorcar struc
ture, put into production the so-called X-fraine member, designed to 
add to the torsional strength of the car and minimize vibration from 
uneven roads; tbat welded box sections like\\dse were constructed to 
add to frame rigidity; and that the double-drop frame, making 
possible the buildmg of cars in the lower-price field with a low center 
of gi^avitj', was adopted early in Clu'ysler history. 

I n 1929 or about that time restjding of the automobile began. 
LaSaUe came out about 1928 with a body painted in two or three 
different colors and with moldmg effects and ornamentation on the 
outside; and the following year Chevrolet brought out a small four-
door sedan trimmed in red imitation leather, wluch was the first 
styled car in the low-priced field. The so-called "Silver Arrow" 
models built for Pierce-Arrow in the Studebaker bocl}^ shops, and the 
Studebaker "Land Cruiser" of 1934, were among the forerunners of 
the streanUincd cars of today. Some of the "designs mtroduced 
changes that apparently were too radical, as ni more recent years 
the trend has changed to more practical streamlinhig. 

Safety glass, which reduced the chances of injury from broken 
glass in the event of accident,_ was first used hy Caclillac, in 1926. 

Notable improvements hi ffiiishes and in the methods of applying 
finishes to automobiles also have been made. Up to about 1923, 
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according to M . J. Callahan, chemical superintendent for E. I . 
du Pont de Nemours & Co., the finish of automobile bodies consisted, 
as it does today, of surfacing or under coats and the color or top coats; 
but while the under coats were in general satisfactory ,̂ the color coats 
were not satisfactory either to the car owner or the manufacturer. 
In 1923 the so-called Duco lacquer finish, based on cellulose nitrate, 
developed by General Motors Laboratories and du Pont, was first 
used on the Oakland car. This finish was described by General 
Motors as possessing advantages as follows: 

Quick-drying superior coverage effected with fewer coats—reduced cost of 
manufacture because of time saved. More durable and ea,sy and inexpensive to 
refinish in case of damage. Permitted extensive use of color in a quickly applied 
and suitable finish and has been used extensively not only in the automobile 
business but in countless other industries. Better results at a lower cost. 

Mr. Callahan submitted diagrams that showed the total time for 
applying and diying the surfacing and color coats of a medium-
priced automobUe just prior to the introduction of lacquer color coats 
as 40 operating hours, as compared with 9K operating hours after 
introduction of the lacquer finish. He also stated that, due to the 
fact that lacquers are apphed by spray methods and to their rapid 
setting and drying qualities, i t became possible to finish economically 
practically any type of body design, and that the use of closed-car 
bodies and their ahnost universal adoption would have been prac
tically impossible without the availability of lacquer. 

A process of reducing tbe time of diying paint from several hours to 
approximately 5 minutes, by the use of radiation, is covered by patent 
issued to F. J. Groven in 1935 and assigned to the Ford Motor Co. 
The Ford company is now using this process. At the present time 
other companies, also, have in their assembly lines facilities for apply
ing and drying the color coats in a few minutes' time. 

Electrical equipment,—As already stated, Cadillac was the first 
car equipped with electrical starting, lighting, and ignition, an im
provement which won for the coinpany the Sir Thomas Dewar 
trophy, in England, in 1913. 

The early generators used, in cars for tbe production of electric 
current were large, delivered a maximum of about 12 amperes over a 
narrow range of car speeds, and supplied current only for ignition 
and lights. The generators of today, only one-half as large, develop 
from 22 to 30 amperes, maintain a satisfactory charging rate at prac
tically any car speed, and, in addition to current for lights and ignition, 
they take care of the radio, car heater, windsluGld wipers, and other 
accessories. 

The electric starting motor removed the dangers of cranking by 
hand, which was the practice prior to its adoption and thereby made 
tbe driving of a.n automobUe practical for women and safer for 
everyone. 

A method of nnlomatic spark control operated by vacuum from 
the intâ ke manifold, devised by Studebaker about 1930, wa,s used 
first on S;udeb:Tker esrs and eYe.niua.Uy wa.s adopted by almost all 

Hii ihe D-her i^^nu-ffl^nireTs. i t was; s subslinite for the former ina.nual 
spĉ rk ^.:^:i:s:;"e":, ŵ :,s ::er nTreiren-ier ssdjifsetorv, beesiuse of 
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Steels.—In 1907 Henry Ford introduced vanadium steel to the 

automobile industry in the United States. Development of vanadium 
alloy steel was undertaken by one of the steel companies with the 
cooperation of Ford Motor Co., and the success of the undertaking 
made possible the production of hghtweight, but sufficiently strong, 
automobiles that could be sold at a cheap price. 

About 1922 Studebaker engineers devised a formula for manu
facturing molybdenum alloy steel—a product superior to that avail
able up to that time for the manufacture of certain automobile parts 
requirmg a tough elastic core and a bard outer surface, such as axle 
shafts and gears. The new formula made it possible to produce, by 
use of molybdenum in the alloying of metals, a steel not only cheaper 
but with fabricating quahties far excelhng steels produced with other 
alloys. 



CHAPTER XVIII. FINANCING T H E DISTRIBUTION OF 
AUTOMOBILES 

SECTION 1. iNTRonucTioN 

• Importance of financing in the manufactwre and distrib-ution of motor 
vehicles.—The distribution of new motor vehicles is probably unique 
hi one very important respect. The amount of money represented 
in a single unit, even the lowest priced vehicle, is relatively large; 
and a large proportion of the sales at retail is efi'ected on credit. 
Nevertheless, the manufacturer receives cash for his motor vehicles 
before they leave the factory on their way to the distributors. Ac
cordmg to certain statistical data,' 62.6 percent of aU new passenger 
cars sold ia the LTnited States in 1929 were sold on mstallments. The 
corresponding proportion hi 1936 was 61.2 percent, and m 1937, 59.4 
percent. For commercial cars the proportions sold on instaUm.ents 
were 57.7 percent hi 1936 and 60.4 percent in 1937. I n Canada the 
proportions were slightlj- smaller: for passenger cars, the proportions 
were 47.2 percent in 1936 and 52,3 percent in 1937, and for comm.ercial 
cars the proportions for the same 2 years were 58.9 percent and 54 
percent, respectively. Used cars, also, are largely sold on the install
ment plan. The proportions of used passenger cars so sold hi the 
United States were 65.1 percent in 1929, 58.2 percent in 1936, a.nd 
60.4 percent m 1937. The like proportions of used passenger cars 
sold in Canada in 1936 and 1937 were 60.6 and 63 percent, respectively. 

I t goes almost without saying that if this installment credit had 
not been extended to the retail purchasers of these motor vehicles the 
volume of sales of new and used cars in these years wonld not have 
been nearly so large as they were. I t is conceivable that if the pur
chasers of these cars on credit had waited untU they had accumulated 
enough cash to pay for these vehicles in fu l l in cash at the time of 
pmxhase the same number of cars could have been sold eventually. 
However, such a course of procedure would have deferred these sales 
6, 12, 18, even 24 months, and would have resulted in smaller volmnes 
of sales during the period of waiting. Furthermore, i t is probable 
that many of the car purchasers would not have made the accumula
tions of cash and would not have m.ade the purchases at all if the 
business had been conducted on a strictly casb basis. So that the 
system of selling motor velucles on credit was probably essential 
in order to attain the reahzed volume of retaU sales of both new and 
used ca.rs, and in order to attaui the achieved volume of production 
of new cars. 

The sale of new and used cars on relatively long-time credit has 
the effect of tying up a large amount of working capital in installment 
accounts for many months. This fact recpiires a much larger am.ount 
of capital than if the same volume of business were transacted on a 
strictly cash basis. I f a retaU distributor starting in the business 

1 Automobile Facts and Figures, 1938 ed., p. 6", 
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attahis a certain volume of sales during the period in which his work
ing capital is being absorbed in installihent accounts and stock of used 
cars taken in trade, he cannot continue that volume of bushiess after 
his working capital has become so absorbed, if he is dependent upon 
his own capital resources. His volume of busmess would have to be 
greatly reduced unless his investment in histallnlent contracts and 
in a stock of used cars can be freed through financing by other 
parties. 

Furthermore, if the wholesale ancl I'etail distributors were dependent 
wholl}' upon their own capital resources in order to pay for stocks of 
new cars, their purchases from the manufacturers would necessarUy 
be made in much smaller volume than they coiUd be made if these 
distributors' capital resources were supplemented by credit obtained 
from outside sources. The manufacturers, however, do not sell 
motor vehicles on credit directly, but sell for cash, in hand before the 
motor vehicles are shipped. I n practice, finance companies provide 
from 90 to 100 percent of the cash requhed to finance the distributors' 
requirements of motor vehicles, or "floor plans." I t is said that the 
distributor who wishes to buy a carload or more of new motor vehicles 
from the manufacturer ordinarily provides a finance coinpany with 
about 10 percent of the amount of fimds necessary for paying the 
manufacturer for these motor vehicles, and that the finance company 
furnishes the other 90 percent, pays the manufacturer, takes title to 
tbe motor vehicles directly from the manufacturer, and delivers physi
cal possession of them to the distributor in exchange for trust receipts 
signed by, or for, the distributor. Also, many distributors & i d i t 
necessary to obtain advances from finance companies on theh used-
car stocks until such time as their investment in these used cars can 
be freed through resale. 

Thus tbe financmg of distributors' installment sales of both new 
and used cars and of their "floor plan" purchases of new motor vehi
cles is an important and indispensable, integral part of the whole 
process of the manufacture and distribution of motor vehicles. With
out such financing, either the volume of sales, and therefore of manu
facture of new motor vehicles, would have to be much smaller or there 
would bave to be several thnes the number of distributors in the 
busmess than actualh" carry on the distribution of motor vehicles 
under the credit system. Furthermore, the infiuence of the manu
facturers upon theh distributors 'wdtb reference to the choice of com
panies with which'to finance is an important part of the manufacturer-
distributor relationship. 

How distrib-utors' retail instalhnent sales of automobiles are financed.—-
There are several classes of financial institutions that are engaged in 
financing the distribution of motor vehicles. One of these classes 
consists of commercial and of small-loan banks. I t is said that, at 
the present time, about 4 percent of the retail installment sales are 
financed by banks, and that the proportion is growing. A large 
proportion of the installment sales of automobiles on the Pacific coast 
is financed by such institutions, particularly the Bank of America. 

Tbe other 96 percent is financed by so-called finance companies: 
There is a relatively large number of these institutions, around 500, 
in tbis business in the United vStates. For purpose of this discussion, 
thej'' may be divided into tlu-ee subgroups; namely: (1) Factoiy-con-

17123.S—39 60 
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trolled finance companies; (2) factory-preferred finance companies; 
and (3) non-factory-related finance companies, or the so-called 
independent finance companies. At the present time, there is only 
one factory-controlled finance company engaged in financing retail 
and wholesale sales of motor vehicles, namely. General Motors Accept
ance Corporation, the capital stock of which is owned by General 
Motors Corporation. From the date of its organization until some
time in 1933, Universal Credit Corporation was a factory-controlled 
finance company, being controlled by the Ford interests. In 1933, 
the majority of its voting stock was sold to Commercial Investment 
Trust Corporation, since which time Universal Credit Corporation 
has been in tbe factory-preferred class. 

The factory-preferred finance companies include, at the present time. 
Universal Credit Corporation and its controlling Commercial Invest
ment Trust Corporation, Comm.ercial Credit Co. and their subsidiaries. 
The term "factory-preferred" is applied to them because of the arrange
ments between them and certain manufacturers of motor vehicles. 
After the sale of its stock to Commercial Investment Trust Corpora
tion, Universal Credit Corporation continued to concentrate on the 
financing of the wholesale and retaU sales of the products of Ford 
Motor Co, and of its subsidiary, Lincoln Motor Co.; and this investi
gation was informed that so long as the financing rates submitted to 
Ford Motor Co. were satisfactory, that company recommended to its 
distributors that they finance with Universal Credit Corporation. 
Commercial Investment Trust Corporation had simUar understandhigs 
•with certain other automobile manufacturers, such as Studebaker, 
HupmobUe, and Packard. For a number of years, Chrysler interests 
o\vned 55,000 shares of the capital stock of Commercial Credit Co. 
and influenced distributors of Cbrj'-sler makes of car to finance wdth 
that company. I t has even been claimed, and there is considerable 
amount of evidence to support the claim, that General Motors Cor
poration, Ford Motor Co., and the Chrysler Corporation even exerted 
various kinds of pressure upon their distributors in order to induce 
them to finance 'with the recommended finance companies. 

General Motors Acceptance Corporation, Commercial Credit Co. 
and Commercial Investment Trust Corporation, with its subsidiary. 
Universal Credit Corporation, may be spoken of collectively as fac
tory-related finance companies. In the industry, they are frequently 
referred to as national companies and as the Big Boys. 

Outside of these companies and their subsidiaries there is a large 
group of finance companies that are not related to motor-velucle 
manufacturers either through control or through preference arrange
ments. These are commonly referred to in the industry as independ
ent finance companies. Several of these companies, notably Asso
ciates Investment Co. and National Bond & Investment Co., are 
themselves relatively large companies in the sense of having a relatively 
large busmess and of having numerous branch offices which are dis
tributed over the northeastern quarter of the United States. How
ever, they are not nearly so large as General Motors Acceptance 
Corporation, Commercial Credit Co., and Commercial Investment 
Trust Corporation. Most of the so-called independent finance com
panies are smaU in the amoimt of capital employed and in the areas 
of their respective operations. 
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The great mass of these finance companies, particularly the inde
pendent finance companies, carry on their activities with their own 
capital only in small part. They buy installment contracts from 
automobUe distributors and pledge these contracts as collateral 
security for loans that they obtain from the large commercial banks. 
In other words, the wholesale financing of distributors' retaU sales of 
motor vehicles, particularly the retaU sales financed directly by the 
independent finance companies, is done by large commercial banks; 
tbe finance companies make the dealer contacts, conduct the credit 
investigations of the car purchasers, carry on the work and incur the 
expense of collecting the monthly installments and of accounting 
therefor, and assemble the multitude of small credit units into large, 
or wholesale, units and turn these over to the large commercial banks, 
the capital of the finance compames constituting the buffer that 
absorbs the major portion of the risk of loss that would be incurred 
by the commercial banks if they financed the retaU sales of motor 
vehicles dhectly. 

Typical illustrations.—Chart V I , wluch foUows, presents the infor
mation with reference to a typical installment sale of a motor vehicle. 

CHAET V I 
Passenger car—New. City: Omaha, Nebr. 

Date of sale: 5/27/1937. 
Make: Chrysler. Style: 
Model No.: C 16-37. No. of cyl.: 
Body: Coupe. Brake H. P.: 
Trade name: Royal. 

Name of vending retailer: Smith & Jones Auto Sales Co. 
Retailer's address: Red Cloud, Nebr. 
Name of finance company: Factory-Preferred Finance Co. 

USED V E H I C L E T. ' i .KEN AS T R A D E - I N PaSSCUger Car 

or truck? 
(Mate) (Model No.) , (Body) (No. ol Cyl.) (Year) 

Blue Book valuation, $ 

Cash sale price of vehicle as delivered (retail price f. o. b. factory, S715). $951. 50 
Additions to cash sale price for: 

Insurance: Fire $ ; Theft $ ; Collision $ ; 
Liability $ ; All $28. 40 

Sales tax 
Finance company's finance charge differential (amount)-- 17.98 
Notary and recording fees and other documentary 

charges 
Dealers' loss reserve 5, 42 
Company's loss reserve 
Other service or finance charges 

Total additions 5L80 

TotaPdeferred payment price to purchaser 1, 003. 30 
Payments and allowances at time of delivery to purchaser: 

Amount allowed as trade-in for used vehicle 
Amount paid in cash by purchaser 589. 90 

Total face amount of purchaser's note or notes 413. 40 
Amount paid or allowed by Finance Co. for note or notes 361. 60 
12 deferred payments—Finance charge percentage 6. 00 . 
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Due .date Face Int, Total • Due date Face Int. Total 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

6/27/1937 $34.45 
34.45 
34.45 
34. 45 
34. 46 
34. 45 
34. 45 
34. 45 
34.45 
34. 45 
34. 45 
,34. 45 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

Int. 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

7/27/1937 
$34.45 
34.45 
34.45 
34. 45 
34. 46 
34. 45 
34. 45 
34. 45 
34.45 
34. 45 
34. 45 
,34. 45 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

8/27/1937 

$34.45 
34.45 
34.45 
34. 45 
34. 46 
34. 45 
34. 45 
34. 45 
34.45 
34. 45 
34. 45 
,34. 45 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

9/27/1937 

$34.45 
34.45 
34.45 
34. 45 
34. 46 
34. 45 
34. 45 
34. 45 
34.45 
34. 45 
34. 45 
,34. 45 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

10/27/1937 

$34.45 
34.45 
34.45 
34. 45 
34. 46 
34. 45 
34. 45 
34. 45 
34.45 
34. 45 
34. 45 
,34. 45 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

11/27/1937 

$34.45 
34.45 
34.45 
34. 45 
34. 46 
34. 45 
34. 45 
34. 45 
34.45 
34. 45 
34. 45 
,34. 45 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

12/27/1937 --- -

$34.45 
34.45 
34.45 
34. 45 
34. 46 
34. 45 
34. 45 
34. 45 
34.45 
34. 45 
34. 45 
,34. 45 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

1/27/I03S --^ 

$34.45 
34.45 
34.45 
34. 45 
34. 46 
34. 45 
34. 45 
34. 45 
34.45 
34. 45 
34. 45 
,34. 45 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

2/27/I93S 

$34.45 
34.45 
34.45 
34. 45 
34. 46 
34. 45 
34. 45 
34. 45 
34.45 
34. 45 
34. 45 
,34. 45 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

3/27/1938 

$34.45 
34.45 
34.45 
34. 45 
34. 46 
34. 45 
34. 45 
34. 45 
34.45 
34. 45 
34. 45 
,34. 45 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

4/27/1938 --

$34.45 
34.45 
34.45 
34. 45 
34. 46 
34. 45 
34. 45 
34. 45 
34.45 
34. 45 
34. 45 
,34. 45 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

5/27/19.38 

$34.45 
34.45 
34.45 
34. 45 
34. 46 
34. 45 
34. 45 
34. 45 
34.45 
34. 45 
34. 45 
,34. 45 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

$34.45 
34.45 
34.45 
34. 45 
34. 46 
34. 45 
34. 45 
34. 45 
34.45 
34. 45 
34. 45 
,34. 45 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

Total 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

Total 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

Total 413. 40 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

Total 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9t.h 

10th 
l l t h 
ISth 
13l.h 

413. 40 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
25th 
26th 

Amount of finance charge rebated to retailer, if any 
Amount of finance charge paid to manufacturer, if any^ 
Character of security for deferred payments: Conditional Sale Contract. 
Did the Finance Co, have right of recourse to the retailer in case of default 

on purchaser's note or notes? Yes, repurchase agreement. 

I n the transaction represented in chart V I , all of the data are actual 
with the exception of the name of the finance company and the name 
and address of the vending retail distributor. The transaction repre
sents tbe sale of a Chrysler Royal coupe in the Omaha region on May 
27, 1937. The retail price of this car f.o.b. factoiy was $715; and 
the cash sale price at the place of sale was $951,50. The sale was not 
eft'ected for cash, however, but on 12 months' time. Tbe purchaser 
made a payment at tbe date of the transaction ("down payment") 
of $589,90. I t is probable tbat a considerable portion of this repre
sented tbe allowance to the purchaser for a used car taken in trade; 
but the source of data did not show the division of tbis amount 
between such allowance and cash. This down payment left $361.60 
of the cash sale price mipaid at the date of the transaction. To this 
amount, the dealer added charges aggregating $51,80, consisting of 
$28.40 for the retaU premium for fire, theft, and other insurance placed 
on the car for the duration of the installment contract, and of $23.40 
for "fhiance charges." Addition of this $51.80 to the unpaid cash 
purchase price of $361,60 made a total of $413.40; and tlus was the 
amount stated as the purchaser's indebtedness in a conditional sale 
contract signed by him at the date of the transaction. This total 
indebtedness was made payable, according to the contract, in 12 equal 
monthly installments of $34.45 each, the first installment bemg 
payable 1 month after the date of the transaction and the other 
installments following at monthly intervals. 

Immediately after effecting this sale, the vendmg dealer sold this 
installment contract to the finance company and received the latter's 
check immediately for the unpaid cash purchase price of $361,60. 
Thus this vending dealer received immediately the entire cash sale 
price of this automobile, $961,50, partly from the car. purchaser, 
partly from the finance company. As before intimated, i t is probable 
that a considerable portion of the amount received from the car 
purchaser consisted of the amount allovyed Mm as tbe trade-in value 
of the used car received from him; and the dealer did not realize the 
$951,50 in cash untU such time, if ever, as he resold the used car at 
the allowed valuation plus at least the reconditioning and seUing 
expenses (and resold another used car taken in the sale of this 
used car, etc). As tlus installment contract was received by tbe 
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finance company from the vending dealer, it was endorsed by the 
dealer "without recourse." However, the finance company pur
chased tins instaUment contract from the vending dealer under a 
general agreement with the latter pursuant to the terms of wbich the 
dealer was obhgated, if the car purchaser defaiUted in payment of 
his obligation ancl the finance company repossessed the car and re
delivered it in running condition to the dealer within 90 days after 
the date of such default, to accept redelivery of the car and to pay 
the finance coinpany the impaid balance of the purchaser's obligation. 
In consequence, tbe finance charge of $23,40 was divided into two 
parts, namely, (1) a so-called dealer's loss reserve amoimting to $5.42; 
and (2) the finance company's finance charge differential amounting 
to $17.98. The $5.42 was set up on the finance company's record as 
a credit to tbe loss reserve account of tbis particular dealer. About 
thi'ee times a year, the finance company reviewed the record of this 
and similar amoimts set up as loss reserves to the credit of the same 
dealer, drew oft' a statement of the impaid balances of histaUment 
contracts purchased from this dealer, computed an amoimt equal to 
3 percent thereof and deducted this from the accumulated loss reserve 
credit to tbe accoimt of this dealer, and paid the remahider to the 
dealer. Thus this dealer received eventually not only the $951,50 
that was the cash sale -price of this Chrysler coupe but also, an addi
tional $5,42, whicb was his participation in the finance charge. This 
dealer's loss reserve was placed to the ci edit of this dealer, and paid 
to him eventually, on the theory that out of the total number of 
installment contracts purchased by the finance company from the 
dealer under the general repurchase agreement a certain number of 
the cars would be repossessed and redelivered to this dealer, who 
would have to recondition and resell these repossessed cars, and that 
the dealer might sustain a loss in the resale—this loss reserve 
compensating him for the risk of such loss. 

I t is probable that this finance company also financed this dealer's 
purchase of this car along with others from the manufacturer. If so, 
this finance company received the title to this car directly from the 
manufacturer, physical possession of the car being delivered to the 
dealer in exchange for a trust receipt signed hy, or for, the dealer in 
favor of the finance coinpany. When the dealer sold this car under a 
conditional sale contract, the finance company stiU retained the title 
to the car; and i t continued to retain the title untU the purchaser 
completed the payment of the installments. 

I t will be observed, in passing, that the arrangement of greatest 
convenience is that m which the same finance company finances both 
the distributor's motor-vehicle "floor plan" purchases and his install
ment sales. Opportunities to becloucl titles are eliminated; and pro
ceeds of installment contracts can be applied to liquidation of the 
distributor's indebtedness on wholesale account. 

The remaining $17.98 was tbat portion of the finance charge that 
was left to the finance compan,y with which to cover its- operating 
expenses and to provide it-with profit. 

I t will be noted that the retail premium for the insurance placed 
on this car was $28,40 ancl that this was included in the time price 
of the car and in the total face amount of the purchaser's instaUment 
obligation. The insurance on this car was placed with the insurance 
company by the finance company; and the latter received, as an 
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insurance agent, a commission equal to 35 percent or more of this 
retail insurance premium. I n tbis respect, the finance company 
may have acted directly or i t may have acted tiirough a subsidiary 
insurance brokerage company. I n either event, the finance company 
received, dhectly or indirectly, a gross margin consisting of the 
commission on this insurance premium as well as the $17.98 out of 
the finance charge -with which to meet its operating expenses and to 
provide itself -with profit. 

The insurance phase of financing the distribution of motor vehicles 
is very important. An officer of one independent finance company 
assured an examiner for this Commission that the profit in the financ
ing of automobUe sales lay, not in the finance company's portion of 
tbe finance cha,rge, but in its profit from tbe insurance business. 
Most of the finance companies probably place the insurance with 
insurance companies that are independent of them. General Motors 
Acceptance Corporation places the insurance with General Exchange 
Insurance Corporation, which was formerly its subsidia.ry, but is now 
a direct subsidiary of General Adotors Corporation. Certain of the 
independent finance companies also have subsidiary insurance com
panies. Where the finance coinpany directly owns the stock of the 
insiu'ance company with which i t places the insurance, the former 
benefits to the extent of the profits of the latter. I n those cases in 
which tbe insurance company is wholly independent of tbe finance 
company, there is usually an arrangement whereby the finance com
pany's rate of commission on the insurance premium depends upon 
the insurance company's loss ratio on the business accepted from the 
particular finance company; and by following measures that have the 
effect of keeping the loss ratio low, tbe finance companj^'s commission 
may be 40, 45, or 50 percent of the premium, or even more. A t 
least one finance compa.ny's commission was as high as 52 percent 
of the retail insurance premium. On the other hand, there was found 
one finance company whose commission was only 30 percent. 

I t is evident that the manner of the finance company's participation 
in the retaU insurance premiums may bave important consequences 
to the car purchasers. Inasmuch as, in adjustments with the insur
ance: compa,ny for the future, the finance company's commission 
percentage is made to depend upon the insurance company's loss 
experience on business furnished by the particular finance company, 
there may be an incentive to the finance company to contrive decisions 
unfavorable to the car purchasers in the event of loss or damage to 
the cars. 

The amount of the dealer's loss reserve, shown, in chart V I , $5,42, 
is I j i percent of the unpaid cash purchase price of $361.60. I n 1937, 
the standard dealer's loss reserve allowecl by the fi,nance company 
in question on an installment contract of 12 months' duration or less 
was lYi percent of the first $500 of the unpaid cash purchase price 
and one-half of one percent of the excess of the unpaid cash purchase 
price over $500. While the theory on which tbe allowance of such 
loss reserves was based appears plausible, tbe independent finance 
companies, which usually purchase installment contracts wholly 
without recourse to the vendmg dealers, claimed that the amounts 
ahowed as dealers' loss reserves under the repurchase agreements 
were grossly excessive as a matter of fact, and, therefore, that the 
oft'er of loss reserves in such amounts to vendmg dealers constituted 
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a very powerful competitive weapon in the hands of the factory-
controlled and factory-preferred finance companies whereby to divert 
financing business to themselves. This subject is discussed more 
ful ly in the next section. 

Plan of discussion,—The next section is devoted to a discussion of 
the organization of the fina,ncing industrj^ and to the controversy 
that has waged between the independent finance companies on the 
one side and the factory-related finance companies on the other side. 
Chapter X I X is devoted to the presentation in tabular form and in 
text discussion of a great mass of data obtained in samples of deferred 
pajuneiit sales of new and used motor vehicles financecl in 1935, 1936, 
1937, and 1938 by the factory-controlled, factory-preferred, and 
independent finance companies respectively, showing the average and 
the highest and lowest finance charge percentages in numerous samples 
of such transactions and also showing the rates of interest per month 
and per amium that were implied in the finance charges pertaining 
to tbese transactions. Inasmuch as not all of the finance charges 
collected by a finance company are retained by the company, a por
tion being paid to the vending dealers, and inasmuch as a considerable 
portion of the charges retained by the finance company is consumed 
in tbe finance company's operating expenses and credit losses, i t is 
deemed desirable to show the rates of net profit to the finance com-
pa.nies on the total capital employed in their business. This is done 
in section 3 of this chapter, which deals with the income, costs, and 
profits of automobUe finance companies. 

SECTION 2. BASES OF F I N A K C I N G AUTOMOBILE DISTRIBUTION, AND 
THE CONTROVERSY I N T H E I N D U S T R Y 

Recourse, partial recourse, and nonrecourse financing,—The Ulus
trative installment contract presented in chart V I in the preceding 
section was purchased by the finance coinpany under what is known 
as a general repurchase agreement with the vending dealer. There 
are three general bases on which finance companies purchase install
ment contracts from the dealers; namely: (1) Specific nonrecourse 
but subject to a general repurchase agreement, (2) whoUy nonrecourse 
to the vending dealers, and (3) fu l l recourse to the vending dealers. 
I n addition to these, or as substitutes for them, certain hnance com-
pa.nies use certain modifications of these bases of purchase. For 
example, one finance companj^ furnishes its dealers witn conditional 
sale contract forms to which are attached perforated coupons from 
whicb choice is to be made in the case of each specific installment 
contract. One of these coupons constitutes, when filled out, the 
specific repurchase agreement; another coupon is used when the 
finance company is to purchase the contract wholty without recourse 
to the dealer; a third coupon is used when the piu-chase is to be made 
with fu l l recourse; two or three other coupons are provided for use 
in case the contract is to be sold to the finance company with some 
other limitation upon the latter's right of recourse to the dealer in 
case of default by the car purchaser. 

I n the case in which the finance company • purchases installment 
contracts from the vending dealers under a general repurchase agree
ment, there is usually no specific contract between the finance company 
and the particular dealer that is signed by tbese parties. The general 
repurchase agreement is embodied in the terms of a general financing 
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plan provided by the finance company, copies of which are furnished 
to the dealer; and i t is tacitly imderstood, when a dealer oft'ers tbe 
finance coinpany an installment contract, that the offer is made sub
ject to the terms set forth in the general plan. The dealer endorses 
the specific installment contract to the finance companj'' wholly with
out recourse to the former; but i t is provided, under the terms of the 
general plan, that if the finance company should have occasion to 
repossess the car and should do so and should return i t to tbe vending 
dealer in running condition within 90 days after default by the pur
chaser, tbe vending dealer is obligated to accept the car and to pay 
the finance company the unpaid portion of the car purchaser's obliga
tion. Ordinarily the vending dealer receives from the finance com
pany at tbe date of sale of the installment contract to tbe latter a 
check for the amount of the impaid cash purchase price of tbe vehicle, 
or for that amoimt plus any recording fee, notarial fee, or documentary 
stamp tax paid by the dealer and included in the time price of the 
vehicle and in the total amount of the installment contract. I n addi
tion to this, the finance company purchasing under a repurchase agree
ment sets up in its accounts for the benefit of the vending distributor 
a so-called "dealer's loss reserve." Tbe manner in which this is used 
was described in the preceding section. 

Chart V I I , which follows, presents data for an installment sale of 
an automobile in connection with which the conditional sales contract 
was sold to the finance coinpany wholly -without recourse to the vending 
dealer. 

• CHART VII 

Passenger car—New. City: Mil-;\'aukee, Wis. 
Date of sale: 3/23/1937. 

Make: Oldsmobile. Stylo: Touring. 
Model No.: 1937, No. of cyl.: 6. 
Trade name: Tudor. Brake H. P.: 
Body: Sedan. 

Name of vending retailer: Griscom & Harlan. 
Retailers address: Wauk&sha, Wis. ; 
Name of finance company: Independent Finance Co. 

USED VEHICLE; TAKEN AS TKADB-IN Passenger car 
or truck? 

"(Miiko) (Mod'oi N'O')' ' ~(¥ody) ' " '(NorofcyL)' ' ' '(.Ymr) 

Bluebook valuation, $ 

Cash sale price of vehicle as delivered $933. 00 
Additions to cash sale price for: 

Insurance: Fire $ ; theft $ ; collision $ ; Liabilitj"-
$ ; all $18. 71 • 

Sales tax 
Finance company's finance charge diffcrenti.al (amount) 22, 99 
Notary and recording fees .and other documentary charges 
Dealers' bonus 4. 50 
Company's loss -oserve 
Other "service" or "fin.ince" ch.irges 

Total additions -16. 20 

Total deferred -Davment price to Burchaser 979. 20 
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Payments and allowances at time of delivery to purchaser: 

Amount allowed as "trade-in" for used vehicle ^ 
Amount paid in cash by purchaser $483. 00 

Total face amount of purchaser's note or notes 496. 20 
• Amount paid or allowed by Finance Co. for note or uotes-_ 450, 00 

12 deferred payments, finance charge percentage 5. 87 

1st 
2nd 
3rd 
4th 
,5th 
0th 
7th 
Sth 
9th 

la th 
l l t h 
12th 
13th 

Due date 

4- 24-1937.. 
,5-23-1937.. 
15-23-1937._ 
7-23-1937.. 
5- 23-1937.. 
9-23-1937.. 
!0-23-l>?37. 
11- 23-1937. 
12- 2.3-1037. 
1- 23-193S.. 
2- 2.3-19,38.. 
3- 23-1938.. 

T o t a l . 

Face I n t , Total 

,$41.3.5 
41.3,5 
41.35 
41.35 
41.3,5 
41.35 
41.3,5 
41.3.5 
41..3,5 
41.35 
41.35 
41.35 

49Q. 20 

14th 
I,5th 
16th 
17th 
ISth 
19th 
2(1 th 
21st 

32Dd 
23rd 
24th 
25th 
26th 

Due date 

T o t a l . 

Face I n t , Tota l 

Amount of finance charge rebated to retailer, if any ^ 
Amount of finance charge paid to manufacturer, if any 
Character of security for deferred payments: Conditional Sales Contract. 
Did the finance companj^ have right of recourse to the retailer in ease of 

default on purchaser's note or notes? No. 

The data presented in chart V I I are quite similar to those presented 
in the preceding chart (see sec. 1), but differ in two important respects; 
namely: (1) This installment contract was purchased by the finance 
companjr v.ithout any kind of recourse to the vending dealer in case 
of default liy the purchaser, -with tbe exception of fraud perpetrated 
by the dealer; while the vending dealer is allowed a participation in 
the finance charge, i t is called a "bonus" instead of a "dealer's loss 
reserve," I n this case, the unpaid cash purcha,se price of this Olds
mobile Sedan was $4.50. The insurance on the car was placed through 
the finance company; and in the time price of the car and the total 
face amount of the purchaser's installment contract, the purchaser 
was charged with the fu l l amount of the retail insurance premium, 
$18,71. This brought the impaid cash purchase price of the vehicle 
up to $463.71. To this base was added a finance charge aggregating 
$27.49. Of this amount, $4,50, or 1 percent of the unpaid cash 
purchase price was allowed the vending dealer as a participation or 
"bonus." Tbe remaining $22,99 was left to tbe finance coinpany as 
the provision to cover its operating expenses and to provide i t with 
profit. I n this case, as in tbe preceding illustration, the finance com
pany also received as a commission a part of the retail insurance 
premium. The amount of tho car purchaser's installment obligation, 
$496.20, was made pa^'able in 12 equal monthly installments of $41.35 
each. Thus the vending dealer received eventually $4.50 more tban 
the ca.sh sale price of the car. The finance company's check for the 
unpaid cash purchase price, $450, was issued immediately upon 
receiiDt of the installment contract. Tbe dealer's bonus of $4.50 was 
paid by the finance compa,ny to the dealer, along with a,n aggregation of 
similar bonuses, on or before tbe 10th of the foUowing calendar month. 

The bonus of $4,50 naid to tbe vending dealer in the transaction 
represented in chart VJ l , was a participation by the dealer in the 
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regular finance charge as provided by application of a finance rate 
•chart supplied by thiS finance company to the dealer. 

Chart V I I I , which follows, presents data for another installment 
sale in which the vending dealer not only participated in the regular 
finance charge but also made a substantial addition to the regular 
finance charge and received from the finance coinpany a check that 
included this addition as well as the regular dealer's bonus. 

Passenger car—New-
Make: Ford. 
Model No.: 1937-78, 
Trade name: 
Body: Coupe. 

CHART V I I I 

Style: 
No. of cyl.: 
Brake H. P. 

City: Chicago, 111. 
Date of .sale: 6/19/1937. 

Name of vending retailer: Illinois Ford Sales Co. 
Retailer's address: 
Name of finance company: Independent Auto Finance Corp. 

(Make) 

"USED V E H I C L E T. ' i .KEN AS TRADE-IN-

"(Model NoT ' " (Bo~d~y) ~ ~ ~<NoT ofCylT) ('Year)" 

Bliie Book valuation, $ 

Passenger car 
or truck? 

Cash sale price of vehicle as delivered S634. 00 
Additions to cash sale price for— 

Insurance: Fire and theft, $16.12; collision, $12.00; Uability, 
$ ; all $28. 12 

Sales tax 
Finance company's net finance charge differential (amount). 14. 48 
Notary and recording fees and other documentary charges. 
Dealers' bonus (participation in the regular finance charge) _ 4, 52 
Company's loss reserve 3, 79 
Other "service" or "finance" charges (dealer's addition to 

regular finance charge) 26, 37 

Total additions. 77. 28 

Total deferred-payment price to purchaser 711, 28 
Payments and allowances at time of delivery to purchaser: 

Amount allowed as trade-in for used vehicle 125. 00 
Amount-paid in cash by purchaser ^ 207. 56 

332. 56 

Total face amount of purchaser's note or notes 378. 72 
Amount paid or allowed by finance company for note or notes. 327. 81 
12 deferred payments, finance charge percentage 14. 92 

Due date Face I n t . T o t a l Due date Face I n t . To ta l 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

7-19-1937 $31.56 
31. 66 
31.66 
31.60 
31.56 
31. 60 
31.56 
31. 60 
31,66 
31,60 
31,66 
31.56 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

8-19-1937 
$31.56 

31. 66 
31.66 
31.60 
31.56 
31. 60 
31.56 
31. 60 
31,66 
31,60 
31,66 
31.56 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

9-19-1937 

$31.56 
31. 66 
31.66 
31.60 
31.56 
31. 60 
31.56 
31. 60 
31,66 
31,60 
31,66 
31.56 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

10-19-1937- . -

$31.56 
31. 66 
31.66 
31.60 
31.56 
31. 60 
31.56 
31. 60 
31,66 
31,60 
31,66 
31.56 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

11-19-1937 

$31.56 
31. 66 
31.66 
31.60 
31.56 
31. 60 
31.56 
31. 60 
31,66 
31,60 
31,66 
31.56 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

12-19-1937 

$31.56 
31. 66 
31.66 
31.60 
31.56 
31. 60 
31.56 
31. 60 
31,66 
31,60 
31,66 
31.56 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

1-19-1938 . 

$31.56 
31. 66 
31.66 
31.60 
31.56 
31. 60 
31.56 
31. 60 
31,66 
31,60 
31,66 
31.56 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

2-19-1938 

$31.56 
31. 66 
31.66 
31.60 
31.56 
31. 60 
31.56 
31. 60 
31,66 
31,60 
31,66 
31.56 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

3-19-1938 

$31.56 
31. 66 
31.66 
31.60 
31.56 
31. 60 
31.56 
31. 60 
31,66 
31,60 
31,66 
31.56 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

4-19-1938 

$31.56 
31. 66 
31.66 
31.60 
31.56 
31. 60 
31.56 
31. 60 
31,66 
31,60 
31,66 
31.56 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

6-19-1938 

$31.56 
31. 66 
31.66 
31.60 
31.56 
31. 60 
31.56 
31. 60 
31,66 
31,60 
31,66 
31.56 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

0-19-1938 

$31.56 
31. 66 
31.66 
31.60 
31.56 
31. 60 
31.56 
31. 60 
31,66 
31,60 
31,66 
31.56 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

$31.56 
31. 66 
31.66 
31.60 
31.56 
31. 60 
31.56 
31. 60 
31,66 
31,60 
31,66 
31.56 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

To ta l 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

To ta l 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

To ta l 378,72 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 

To ta l 

1st 
2nd 
3rd 
4th 
6th 
6th 
7th 
Sth 
9th 

10th 
l l t h 
12th 
13th 

378,72 

14th 
15th 
16th 
17th 
18th 
19th 
20th 
21st 

22nd 
23rd 
24th 
2oth 
26th 



REPORT ON MOTOR VEHICLE INDUSTRY 9 3 1 

Amouiit of finance charge rebated to retailer, if any $26. 37 
Amount of finance charge paid to manufacturer, if any... 
Character of security for deferred payments: Conditional sale 

contract. 
Did the finance company have right of recourse to the retailer in 

case of default on purchaser's note or notes? No. 

The transaction portrayed in chart V I I I represents the sale of a 
1937 Ford coupe in tbe Chicago area on Jime 19, 1937. The cash 
sale price of this vehicle as delivered, according to the vending dealer's 
report of facts, was $634. As part payment of this price, the dealer 
accepted a used car from the purchaser and allowed him $125 there
for. Tbe purchaser's check brought the total of tbe down payment 
up to $332.56, and left an unpaid cash purchase price of $301.44. To 
this base the vending dealer added charges aggregating $77.28, which 
brought the purchaser's time obligation up to $378.72, payable in 12 
equal monthly installments of $31.56 each. Of the total charges 
added to the unpaid cash purchase price, $28.12 was the retail pre
mium for the fire, theft, $50 deductible collision insurance, and com
prehensive damage insurance placed on this car for 12 months. The 
finance charges as provided by the finance companj '̂s rate chart 
amounted to $22.79; but the vending dealer added $26.37 thereto. 
The dealer was aUowed a participation in the regular finance charges, 
or a bonus of $4.52, which was paid to him on or before the 10th of 
the next calendar month. At the date of selling this installment 
contract to the finance coinpany, the dealer received the finance com
pany's check for $327.81, which included not only the unpaid cash 
purchase price of $301.44 but also the dealer's addition of $26.37 to 
the regular finance charges. 

Purchase of instaUment contracts by finance companies with full 
recourse to the vending dealers is the exceptional practice. Usually 
the instaUment contracts so purchased represent what, in the lan
guage of the industry, is called "subnormal paper." That is, the 
finance company's investigation of the prospective purchaser's credit 
resulted in an unfavorable judgment—a judgment that purchase of 
such installment contracts under the usual terms^would be unusually 
risky. In consequence the vending dealer was required to endoi-se 
such contracts with full recourse to lumself in case of default by the 
car purchaser. In such cases, should default occm* and should the 
car be repossessed by the finance company, the car would be re
turned to the vending dealer and the latter would be responsible to 
the finance company for the unpaid balance of tbe installment con
tract plus expenses of repossession. If default should occur but the 
finance company should be unable to repossess the car and redehver 
i t to the dealer, the latter would stUl be fully liable to the finance 
company for the unpaid balance on the instalhnent contract. 

Wliai finance companies use respective plans.—General Motors Ac
ceptance Corporation, Commercial Credit Co., and Universal Credit 
Corporation follow the practice of purcbasing these instalhnent con
tracts under general repurchase agreements -with the vending dealers. 
Commercial Investment Trust Corporation and its subsidiaries other 
than Universal Credit Corporation purchase under genei'al repur
chase agreements from certain dealers but purchase wholly without 
recoiu'se from other dealers. Certain independent finance com
panies also follow the general practice of buying these installment 
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contracts under repurchase agreements. A l l of these' companies 
make provision for the so-called dealers' loss reserves in connection 
with installment contracts so purchased. Commercial Investment 
Trust Corporation allows the vending dealers to participate in the 
regular finance charges by way of dealers' bonuses iu those transac
tions in which the installment contracts are purchased wholly without 
recouree to the dealers. There is probably no finance company that 
follows exclusively the practice of purchasing these installment con
tracts wholly without recourse to the dealers. However, most of the 
independent fina ice companies make their purchases under this plan 
to the extent of probably 80 percent or more of the total volume of 
installment contracts purchased. 

Dealers' loss reserves, dealers' bonsuses, and dealers' "packs."— 
Certain terms have been used in the foregoing discussion; and defini
tions of them may be in order. 

By a "dealer's loss reserve" is meant a participation by the vending-
dealer in the regular finance charges provided by application of the rate 
chart furnished by the finance company if the installment contract is 
purchased by the finance company nnder a repurchase agreement with 
the dealer. 

By a "dealer's bonus" is meant a pa,rticipation by the vending dealer 
in tbe regular fhiance charges provideci by application of tbe rate chart 
furnished by the finance compa,ny in a transaction in which the install
ment contract is purchased by tbe finance companj'- whoUj'- without 
recourse to the dealer. 

By a dealer's "pack" or "special reserve" is inea.nt an addition made 
by tiie vending dealer to the regular finance charges provided by appli
cation of the rate chart furnished hy the finance company, this amount 
being paid by the finance company to the dealer. Thus the dealers' 
loss reserves and the dealers' bonuses are participations by the dealers 
in the regular finance charges, wlule a dealer's "pack" is an arbitrary 
addition made by the vending dealer to tbe regular finance charges 
for his own benefi^t and -without justification in the way of extra service). 

Controversy as to the real character of the so-called dealers' loss re
serves.—The explanation made by the factory-controlled, the factory-
preferred finance companies, and made by the other finance companies 
that follow the practice of buying instaUment contracts under re
purchase agreements with the vending dealers and of allowing these 
dealers participations in the regular finance charges under the name of 
"dealers' loss reserves," is tbat these vendmg dealers mcur, at the time 
of the sale of such contracts to the finance company, the risk of loss 
in that if cars are repossessed, and redelivered to these dealers the latter 
may not be able to recover in the resale of such cars the fu l l amount of 
the unpaid balances of the installment accounts, their reconditionhig 
costs, and tbe costs of selling the repossessed cars as used cars. There
fore, these finance companies aver the vending dealers are entitled to 
hiclude in the total time prices of their automobiles and in the total 
amount of the installment contracts a provision to compensate them 
for this risk of loss. So stated, the claim is plaiKsible._ 

However, the nonrecourse finance companies, which include the great 
bulk of the independent finance companies, claim that the amounts so 
provided in the finance charges and aUowed the vending dealers as loss 
reserves are greatly in excess of the amount necessary to compensate 
the dealers for the risk of loss that they incur. I n consequence, thej^ 
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claun, the excess of the a,mounts allowed as loss reserves over the 
amounts _ necessary to cover the risk of loss constitutes a powerful 
competitive weapon in the hands of the factory-preferred and factory-
controlled finance comjianies wherewith to buy business from the 
vending dealers away from the nonrecourse finance companies. They 
claim tliat, to the extent of such excess, these dealers' loss reserves 
constitute "commercial bribery;" and they claim that, in order to 
meet this competitive situation, they also are justified in allowing tbe 
vending dealers participations m the regidar finance charges to the 
extent of such excess. The latter participations are usually referred 
to as "bonsuses" or "dealer's participations," 

Tliese nonrecourse finance companies, and even independent finance 
oomiianies tliat purchase under repurchase agreements, also claim that 
i t is practically necessary tbat they permit their-customer dealers to 
make additions to the regular finance charges when they see fit to do 
so and to pay them the amounts of these "packs" in addition to the 
unpaid cash purchase prices of tbe automobUes to which the instaU
ment contracts pertain, this practice being necessary in order to over
come tbe effect of tbe manufacturers' discrimination in favor of the 
factory-controlled and factory-preferred finance companies. This 
brings the discussion to the general controversy between the in
dependent finance companies on the one side and the factory-related 
finance companies on the other side. 

General controversy between independent wiid factory-related finance 
companies.—The independent finance companies, which include 
companies that purchase under repurchase agreements as well as 
companies that jmrcliase wlioUy without recourse to the vending deal
ers, claimed that certain automobUe manufacturers have followed and 
continue to follow a practice of discriminating against them in favor 
of certain chosen finance companies. They claime.d that General 
Motors Corporation disciiminates in favor of its wholly owned General 
Motors Acceptance Corporation, Tbey claimed that the Chrysler 
Corporation followed the practice for a peiiod of years of discriminat
ing in favor of Commercial Credit Co. They claimed that the Ford 
Motor Co. discriminated in favor of Universal Credit Corporation 
when the latter was controlled by Ford intei'ests, and that i t continued 
the discrimmation after control of Universal Credit Corporation was 
purchased by Commercial Investment Trust Corporation , 

These discriminations, they claimed, took various forms. The 
manufacturers' representatives, when calling upon the dealers, recom
mended that these dealers finance with the chosen finance companies 
and urged them to do so, thereby relieving these fina.nce companies 
of much of the expense involved in soliciting business The manu
facturers, they claimed^ would accept the checks of the favored finance 
companies in making payment for shipments of cars for account of tbe 
dealers, but would not accept the checks of other finance companies. 
They claim that General Motors Corporation, for example, followed 
the practice of delivering titles and the specific motor-velucle descrip
tions to General Motors Acceptance Corporation, and refused to 
accept even certified check's from other finance companies and to 
dehver titles and descriptions to such independent finance companies 
even when instructed to do so by the distributor to whom sale was 
being made. Tbe Chrysler Corporation, tbey claimed, did permit 
independent finance companies to make payment for account of the 
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purchasing distributors and did deliver titles and descriptions to such 
companies; however, the regular routine established in the offices of 
the Chrysler Corporation was to deliver descriptions and titles to 
Commercial Credit Co., and often such titles and descriptions were 
delivered to ,Comniercial Credit Co. through clerical error even when 
an independent finance company made the payment for the accoimt 
of the dealer. They claimed that the manufacturers provided to 
representatives of the favored finance companies office spa,ce on the 
factory premises, which facUitated the process of obtaining information 
as t l shipments of motor vehicles to the various dealers and of obtain
ing information as to the descriptions and titles to these vehicles; 
but that they would not allow this advantage to other finance com
panies. They also claimed that these manufacturers went further 
in their discrmiinations in favor of the chosen finance companies by 
applying to the dealers measures that had the efl'ect of coercing them 
into financing with the favored finance companies. 

These independent finance companies claimed that the efi'ect of 
such discriminatory practices has been that of causing the business 
of the favored finance companies to grow much more rapidly than the 
business of the other finance companies—indeed to the extent of 
concentrating a very large portion of the business of financing the 
distribution of motor vehicles in three large organizations—General 
Motors Acceptance Corporation, Commercial Credit Co., and Com
mercial Investment Trust Corporation (including Universal Credit 
Corporation), I t is claimed that, at the present time, about 78 
percent of all of the :financing of automobile distribution is done by 
these tlu-ee organizations, about 18 percent is done by several hundred 
other finance companies, and about 4 percent is done by conmiercial 
and small-loan banks. 

These independent finance companies claimed that, in order to 
keep the bushiess they already have or to regain business tbat has 
been diverted to the favored finance companies, it is necessary that 
they oft'er the automobile distiibutors financial inducements that will 
counteract the effect of these discriminations. To that end, not 
only do tbey allow the dealers a participation in the regular finance 
charges, or bonus, even though they purchase the instaUment contracts 
wholly without recourse to such dealers, but, they claimed, they have 
found it necessary to allow these dealers to make a,dditions to the 
regular finance charges and to pay them the amounts of these "packs" 
in addition to the unpaid cash-purchase prices of the cars. 

Other events have helped the independent finance companies to 
meet this competitive situation. When General Motors Corporation 
and General Motors Acceptance Corporation announced the so-called 
6-percent plan in the autumn of 1935, and set out to instruct the 
automobUe-purcliasing public how to compute the finance charges 
for itself, and was followed by simUar announcements and advertising 
by the Chrysler Corporation and Commercial Credit Co. and others, 
complaints were made by various parties against these organizations 
accusing them of false and misleading advertising by leading the 
public into the belief that, under tbis plan, the car purchasers on 
thne were being charged simple interest at the rate of 6 percent per 
annum on the diminishing l)ala,nces of the unpaid jjurchase prices 
whereas, in fact, the rate was applied to the original impaid bahince 
throughout. Also, these finance companies were behind tbe move-
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ment that resulted in the indictments by the Federal grand jury at 
South Bend, Ind., of General Motors Corporation, General Motors 
Acceptance Corporation, the Ford Alotor Co., the Chrysler Corpora
tion, Commercial Credit Co., Commercial Investment Trust Corpora
tion, and their subsidia,ries and certain officials thereof, for consphacj^ 
in restraint of interstate commerce, the alleged conspiracy being a 
conspiracy to favor the named finance companies to the detriment 
of their competitors. 

I n connection with these clahns, table 151 shows the growth of the 
• volume of obligations purchased, in the United States and Canada by 
General Motors Acceptance Corporation and tlie growth of its assets 
during the period from its organization, April 1, 1919, to December 
31, 1937, 

TABLE 151.—Growth of volume of obligations purchased i-n United States and Canada 
by, and of assets of. General Motors Acceptance Corporation, Apr. 1, 1919, to 
Dec. 31, 1937 

Volume of obligations purchased 

Retail Wholesale Total 

Consolidated 
total assets, 

Dec. 31 

1919. 
1920 
1921. 
1922 
1923. 
1921 
1925 
1920. 
1927. 
1928. 
1929 
1930. 
1931 
1932. 
1933. 
1934. 
1935 
1936. 
1937 

$9, 9S9, 000 
46, 693, 000 
39, 053, 000 
73, 388, 000 
101, 006, 000 
101, 697, 000 
161, 762, 000 
364, ,578, 000 
436, 799, 000 
.503,140, 000 
580, 428, 000 
476, 210, 000 
409,109, 000 
231, 547, 000 
259, 618, 000 
346, 352, 000 
427, 010, 000 
641, 041, 000 
628, 256, 000 

$7, 630, 000 
37, 577, 000 
34, 261, 000 
53, 407, 000 
93, S57, 000 
117, 617,000 
87, 778, 000 
219, 673, 000 
330,8-0,000 
336, 5.58, 000 
300,184, 000 
317, 088, 000 
278, 057, UOO 
156, 093, 000 
227, 181, 000 
387, 870, 000 
527, 725, 000 
058, 303, 000 
667, 750, 000 

$17, 
84, 
73, 
126, 
195, 
219, 
239, 
684, 
707, 
830, 
946. 
792, 
687, 
387, 
486, 
734, 
954, 

1, 299, 
1, 296, 

625, 000 
270,000 
914,000 
79,5,000 
522,000 
614, 000 
510,000 
151, 000 
619,000 
707, 000 
612,000 
898, 000 
226,000 
015, 000 
799,000 
222,000 
735, 000 
944,000 
006, 000 

$16, 550.000 
,35, 661,000 
31, 931, 000 
54, 046, 000 
80,113, 000 
79, 234, 000 
140, 458, 000 
274, 779, 000 
333, 031, 000 
393, 840, 000 
473, 812,000 
384, 672, 000 
312, 268, 000 
184, 502, 000 
206, 637, 000 
292,843, 000 
400, 641,000 
618, 364, 000 
5S3, 192, 000 

I t wUl be seen from the foregomg table tbat in 1920, the first fu l l 
year of operation, General Motors Acceptance Corporation purchased 
installment contracts with an a,ggregate face value of $46,693,000. 
There was a reduction in volume during the depression year 1921, 
but thereafter the volume of retaU instaUment contracts purchased 
by this finance company increased rapidly vear by j^ear and amounted 
to $586,428,000 by 1929. The volume fell off during the depression 
years, but i t began to increase rapidly after 1933 and attained a peak 
in 1936 of $641,641,000. The wholesale volume foUowed a simUar 
trend, as also did the total volume. The latter increased from 
$84,270,000 in 1920 to $1,299,944,000 in the peak year 1936. During 
the same period the consolidated total assets of General Motors Ac-
cepta.nce Corporation and its subsidiaries increased from $35,561,000 
in 1920 to $518,364,000 in 1936, or $582,192,000 in 1937. The growth 
both of the volume of obligations purchased and of tbe assets of this 
company was enormous. 

Table 152, shows the growth ni the volume of obligations purchased 
by Coniniorcnal Credit Co. and its consolidated total assets from 1915 
to 1937. 
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TABLE 152.—Growth of volume of obligations purcliased by, and of assets of. Com
mercial Credit Co., 1915 to 1937, inclusive 

Tota l 
Consolidated 
total assets, 

Deo. 31 
To ta l 

Consolidated 
total assets, 

Dec. 31 

1915 
1910 

$17,682,000 
35,002, 000 
51,078,000 
65,421,000 
78', 980, 000 
87. 292,000 
79', 347,000 

111,826,000 
170,386,000 
162,790,000 
262,838,000 
254: 076, 000 

$4,062, 000 
0, 819, 000 
9, 874, 000 
9,382,000 

15,916,000 
15,483. 000 
10, 203,000 
32,316,000 
30, 695, OOO 
36.087, 000 
78, 096, 000 
64, 373, 000 

1927 
1928 

$204, 518, 000 
285, 884, 000 
442, 807,000 
330, 324,000 
274,358,000 
141,641,000 
199, 083,000 
377, 959, 000 
626, 999, 000 
789, 508, 000 
933,864,000 

$53,842,000 
78,914, 000 

100,317,000 
116.019, 000 
124,140,000 
70,158, 000 
79,106, 000 

107,491,000 
150„924, 000 
263, 954, 000 
343, 679, 000 

1917 _ 

$17,682,000 
35,002, 000 
51,078,000 
65,421,000 
78', 980, 000 
87. 292,000 
79', 347,000 

111,826,000 
170,386,000 
162,790,000 
262,838,000 
254: 076, 000 

$4,062, 000 
0, 819, 000 
9, 874, 000 
9,382,000 

15,916,000 
15,483. 000 
10, 203,000 
32,316,000 
30, 695, OOO 
36.087, 000 
78, 096, 000 
64, 373, 000 

1929 . 

$204, 518, 000 
285, 884, 000 
442, 807,000 
330, 324,000 
274,358,000 
141,641,000 
199, 083,000 
377, 959, 000 
626, 999, 000 
789, 508, 000 
933,864,000 

$53,842,000 
78,914, 000 

100,317,000 
116.019, 000 
124,140,000 
70,158, 000 
79,106, 000 

107,491,000 
150„924, 000 
263, 954, 000 
343, 679, 000 

1918 

$17,682,000 
35,002, 000 
51,078,000 
65,421,000 
78', 980, 000 
87. 292,000 
79', 347,000 

111,826,000 
170,386,000 
162,790,000 
262,838,000 
254: 076, 000 

$4,062, 000 
0, 819, 000 
9, 874, 000 
9,382,000 

15,916,000 
15,483. 000 
10, 203,000 
32,316,000 
30, 695, OOO 
36.087, 000 
78, 096, 000 
64, 373, 000 

1930 

$204, 518, 000 
285, 884, 000 
442, 807,000 
330, 324,000 
274,358,000 
141,641,000 
199, 083,000 
377, 959, 000 
626, 999, 000 
789, 508, 000 
933,864,000 

$53,842,000 
78,914, 000 

100,317,000 
116.019, 000 
124,140,000 
70,158, 000 
79,106, 000 

107,491,000 
150„924, 000 
263, 954, 000 
343, 679, 000 

1919 

$17,682,000 
35,002, 000 
51,078,000 
65,421,000 
78', 980, 000 
87. 292,000 
79', 347,000 

111,826,000 
170,386,000 
162,790,000 
262,838,000 
254: 076, 000 

$4,062, 000 
0, 819, 000 
9, 874, 000 
9,382,000 

15,916,000 
15,483. 000 
10, 203,000 
32,316,000 
30, 695, OOO 
36.087, 000 
78, 096, 000 
64, 373, 000 

1931 

$204, 518, 000 
285, 884, 000 
442, 807,000 
330, 324,000 
274,358,000 
141,641,000 
199, 083,000 
377, 959, 000 
626, 999, 000 
789, 508, 000 
933,864,000 

$53,842,000 
78,914, 000 

100,317,000 
116.019, 000 
124,140,000 
70,158, 000 
79,106, 000 

107,491,000 
150„924, 000 
263, 954, 000 
343, 679, 000 

1920 

$17,682,000 
35,002, 000 
51,078,000 
65,421,000 
78', 980, 000 
87. 292,000 
79', 347,000 

111,826,000 
170,386,000 
162,790,000 
262,838,000 
254: 076, 000 

$4,062, 000 
0, 819, 000 
9, 874, 000 
9,382,000 

15,916,000 
15,483. 000 
10, 203,000 
32,316,000 
30, 695, OOO 
36.087, 000 
78, 096, 000 
64, 373, 000 

1932 

$204, 518, 000 
285, 884, 000 
442, 807,000 
330, 324,000 
274,358,000 
141,641,000 
199, 083,000 
377, 959, 000 
626, 999, 000 
789, 508, 000 
933,864,000 

$53,842,000 
78,914, 000 

100,317,000 
116.019, 000 
124,140,000 
70,158, 000 
79,106, 000 

107,491,000 
150„924, 000 
263, 954, 000 
343, 679, 000 

1921 

$17,682,000 
35,002, 000 
51,078,000 
65,421,000 
78', 980, 000 
87. 292,000 
79', 347,000 

111,826,000 
170,386,000 
162,790,000 
262,838,000 
254: 076, 000 

$4,062, 000 
0, 819, 000 
9, 874, 000 
9,382,000 

15,916,000 
15,483. 000 
10, 203,000 
32,316,000 
30, 695, OOO 
36.087, 000 
78, 096, 000 
64, 373, 000 

1933 

$204, 518, 000 
285, 884, 000 
442, 807,000 
330, 324,000 
274,358,000 
141,641,000 
199, 083,000 
377, 959, 000 
626, 999, 000 
789, 508, 000 
933,864,000 

$53,842,000 
78,914, 000 

100,317,000 
116.019, 000 
124,140,000 
70,158, 000 
79,106, 000 

107,491,000 
150„924, 000 
263, 954, 000 
343, 679, 000 

1922 

$17,682,000 
35,002, 000 
51,078,000 
65,421,000 
78', 980, 000 
87. 292,000 
79', 347,000 

111,826,000 
170,386,000 
162,790,000 
262,838,000 
254: 076, 000 

$4,062, 000 
0, 819, 000 
9, 874, 000 
9,382,000 

15,916,000 
15,483. 000 
10, 203,000 
32,316,000 
30, 695, OOO 
36.087, 000 
78, 096, 000 
64, 373, 000 

1934 

$204, 518, 000 
285, 884, 000 
442, 807,000 
330, 324,000 
274,358,000 
141,641,000 
199, 083,000 
377, 959, 000 
626, 999, 000 
789, 508, 000 
933,864,000 

$53,842,000 
78,914, 000 

100,317,000 
116.019, 000 
124,140,000 
70,158, 000 
79,106, 000 

107,491,000 
150„924, 000 
263, 954, 000 
343, 679, 000 

1923 

$17,682,000 
35,002, 000 
51,078,000 
65,421,000 
78', 980, 000 
87. 292,000 
79', 347,000 

111,826,000 
170,386,000 
162,790,000 
262,838,000 
254: 076, 000 

$4,062, 000 
0, 819, 000 
9, 874, 000 
9,382,000 

15,916,000 
15,483. 000 
10, 203,000 
32,316,000 
30, 695, OOO 
36.087, 000 
78, 096, 000 
64, 373, 000 

$204, 518, 000 
285, 884, 000 
442, 807,000 
330, 324,000 
274,358,000 
141,641,000 
199, 083,000 
377, 959, 000 
626, 999, 000 
789, 508, 000 
933,864,000 

$53,842,000 
78,914, 000 

100,317,000 
116.019, 000 
124,140,000 
70,158, 000 
79,106, 000 

107,491,000 
150„924, 000 
263, 954, 000 
343, 679, 000 

1924 

$17,682,000 
35,002, 000 
51,078,000 
65,421,000 
78', 980, 000 
87. 292,000 
79', 347,000 

111,826,000 
170,386,000 
162,790,000 
262,838,000 
254: 076, 000 

$4,062, 000 
0, 819, 000 
9, 874, 000 
9,382,000 

15,916,000 
15,483. 000 
10, 203,000 
32,316,000 
30, 695, OOO 
36.087, 000 
78, 096, 000 
64, 373, 000 

1936 __ 

$204, 518, 000 
285, 884, 000 
442, 807,000 
330, 324,000 
274,358,000 
141,641,000 
199, 083,000 
377, 959, 000 
626, 999, 000 
789, 508, 000 
933,864,000 

$53,842,000 
78,914, 000 

100,317,000 
116.019, 000 
124,140,000 
70,158, 000 
79,106, 000 

107,491,000 
150„924, 000 
263, 954, 000 
343, 679, 000 1925 . . 

$17,682,000 
35,002, 000 
51,078,000 
65,421,000 
78', 980, 000 
87. 292,000 
79', 347,000 

111,826,000 
170,386,000 
162,790,000 
262,838,000 
254: 076, 000 

$4,062, 000 
0, 819, 000 
9, 874, 000 
9,382,000 

15,916,000 
15,483. 000 
10, 203,000 
32,316,000 
30, 695, OOO 
36.087, 000 
78, 096, 000 
64, 373, 000 

1937 

$204, 518, 000 
285, 884, 000 
442, 807,000 
330, 324,000 
274,358,000 
141,641,000 
199, 083,000 
377, 959, 000 
626, 999, 000 
789, 508, 000 
933,864,000 

$53,842,000 
78,914, 000 

100,317,000 
116.019, 000 
124,140,000 
70,158, 000 
79,106, 000 

107,491,000 
150„924, 000 
263, 954, 000 
343, 679, 000 

1926 

$17,682,000 
35,002, 000 
51,078,000 
65,421,000 
78', 980, 000 
87. 292,000 
79', 347,000 

111,826,000 
170,386,000 
162,790,000 
262,838,000 
254: 076, 000 

$4,062, 000 
0, 819, 000 
9, 874, 000 
9,382,000 

15,916,000 
15,483. 000 
10, 203,000 
32,316,000 
30, 695, OOO 
36.087, 000 
78, 096, 000 
64, 373, 000 

$204, 518, 000 
285, 884, 000 
442, 807,000 
330, 324,000 
274,358,000 
141,641,000 
199, 083,000 
377, 959, 000 
626, 999, 000 
789, 508, 000 
933,864,000 

$53,842,000 
78,914, 000 

100,317,000 
116.019, 000 
124,140,000 
70,158, 000 
79,106, 000 

107,491,000 
150„924, 000 
263, 954, 000 
343, 679, 000 

The sources of information did not show separately the volumes of 
retail and wholesale obligations purchased by Commercial Credit Co. 
The total volume of these obligations mcreased in amount from 
$17,582,000 in 1915, or $87,292,000 in 1920 to $442,807,000 in 1929. 
The volume of business purchased by this finance company also 
declined rapidly during the early depression years, but began to 
increase rapidly again after 1933, and i t amounted to $933,854,000 
by 1937. I n the earlier years of the period under review, the capital 
employed by Commercial Credit Co., as evidenced by the amount of 
the consolidated total assets, was relatively moderate in amount. 
The consolidated total assets amounted to $4,062,000 in 1915 and 
to $15,483,000 at the end of 1920, The consolidated total assets 
practically doubled from $16,203,000 in 1921 to $32,316,000 in 1922; 
and there was a further increase in 1923. The consolidated assets 
more than doubled from 1924 to 1925, but there was a decline durhig 
the next 2 years. After 1927-tbe total assets increased at a much 
more rapid rate and attained the amount of $124,140,000 by the end 
of 1931, There was a large drop in the amoimt of these assets during 
the severe depression years of 1932 and 1933. Commencing after 
1933, however, there was again a very rapid increase, and the con
solidated total assets of this finance companv attained its maximum 
amount by the end of 1937, $343,679,000. 

Tabic 153 shows the growth in the volume of obligations purchased 
by Commercial Investment Trust Corporation and its subsidiaries, 
and also the growth in the amount of its consolidated total assets 
from 1923 to 1937. Data for earlier yea.rs were not available. 

TABLE 153.—Growth of the volume of obligaiions purchased by, and of ihe assets of, 
Commercial Invesiment Trust Corporation, and its subsidiaries from 1923 to 1937, 
incliisive 

1923. 
1924. 
1925 
1926 
1927. 
1928. 
1929. 
1930. 

Total 

S91,519, 000 
95, 509, 000 

148,015, 000 
206,114,000 
188, 271, 000 
282, 164, 000 
489, 544, 000 
392, 044, 000 

Consolidated 
total assets, 

Deo. 31 

,$34,730,000 
44, 260,000 
81, 967, 000 

101,137,000 
94, 721, 000 

142, 692, 000 
209,131, 000 
160,877,000 

1931. 
1932 
1933. 
1934. 
1935. 
1936. 
1937. 

Total 

,$374, 094, 000 
317,398, 000 
475, 884, 000 
779, 749, 000 
965, 724, 000 
, 109, 697, 000 
, 291, 704, 000 

Consolidated 
total assets, 

Dec. 31 

$159,462,000 
119,160,000 
174,406,000 
231, 565, 000 
207,184,000 
462, 640, 000 
644, 613,000 
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The total wholesale and retail volume of obligations purchased by 
Commercial Investment Trust Corporation and its subsidiaries 
increased from $91,519,000 in 1923 to $589,544,000 in 1929. SimUarly 
to the experience of the other two finance companies, data for which 
are presented in the preceding two tables, the volume of business done 
by Commercial Investment Trust Corporation a.nd its subsidiaries 
declined considerably during the early years of the depression period. 
In 1933 this company purchased the controlling interest in Universal 
Credit Corporation, a.nd the volume of business done by this group 
of companies was much larger in 1933 than in 1922. The volume 
increased bv leaps and bounds during the remainder of the period 
under review aud amounted to neariy $1,292,000,000 in 1937. The 
consolidated total assets of Commercial Investment Trust Corpora
tion a.nd its subsidiaries increased from $34,730,000 in 1923 to $209,-
131,000 in 1929, but declined during the first 3 j'-ears of the depression 
period. The amount of these assets increased rapidly after 1932 and 
amounted to $544,613,000 by the end of 1937. 

Similar data with reference to the volume of business and the total 
assets of the large group of independent finance companies are not 
available. However, this investigation obtained information from 
26 independent finance companies for some or all of the years 1927, 
1932, 1935, 1936, and 1937, From only 12 of these companies were 
obtained data for all of those years, and these data did not show 
separately the volumes of reta^il and wholesale obligations purchased. 
Table 154 compares the growth of the total capital employed in the 
businesses of these 12 independent companies with the growth of 
•capital employed in businesses of General Motors Acceptance Cor-
poraticn, Commercial Credit Co., and Commercial Investment Trust 
Corporation, inclusive of Universal Credit Corporation except in 
1932, from 1927 to 1937. 

TABLE 154.^—Growth of total capital employed in the businesses of 12 independent 
and of 4 fdetory-related fina7ice companies, 1927-37, inclusive 

Year 

Factory-related companies Independent companies 

Year 
Total capital 

employed 
Index 

numbers 
Total capital 

employed 
Inrie.'L 

numbers 

1927 , - , . $446, 379, 000 
' 393, 212, 000 

611, 306, 000 
859, 796, 000 

1, 111,930, 000 

100 
1 83. 
137 
193 
249 

$38, 616,000 
42,185,000 
82,999. 000 

123,473. 000 
174, 042, 000 

100 
109 
215 
320 
451 

1932 
$446, 379, 000 
' 393, 212, 000 

611, 306, 000 
859, 796, 000 

1, 111,930, 000 

100 
1 83. 
137 
193 
249 

$38, 616,000 
42,185,000 
82,999. 000 

123,473. 000 
174, 042, 000 

100 
109 
215 
320 
451 

1935 

$446, 379, 000 
' 393, 212, 000 

611, 306, 000 
859, 796, 000 

1, 111,930, 000 

100 
1 83. 
137 
193 
249 

$38, 616,000 
42,185,000 
82,999. 000 

123,473. 000 
174, 042, 000 

100 
109 
215 
320 
451 

1936 -

$446, 379, 000 
' 393, 212, 000 

611, 306, 000 
859, 796, 000 

1, 111,930, 000 

100 
1 83. 
137 
193 
249 

$38, 616,000 
42,185,000 
82,999. 000 

123,473. 000 
174, 042, 000 

100 
109 
215 
320 
451 1937 

$446, 379, 000 
' 393, 212, 000 

611, 306, 000 
859, 796, 000 

1, 111,930, 000 

100 
1 83. 
137 
193 
249 

$38, 616,000 
42,185,000 
82,999. 000 

123,473. 000 
174, 042, 000 

100 
109 
215 
320 
451 

$446, 379, 000 
' 393, 212, 000 

611, 306, 000 
859, 796, 000 

1, 111,930, 000 

100 
1 83. 
137 
193 
249 

$38, 616,000 
42,185,000 
82,999. 000 

123,473. 000 
174, 042, 000 

100 
109 
215 
320 
451 

1 Exclusive of the data for Universal Credit Corporation and its subsidiaries, which data were not available 
lor 1932, This company was not in operation in 1927, so that the index luunbcr for 1932 shows the decline 
since 1927 in the eapitnl employed hy the other 3 factory-related companies, but the index numbers for 
1935,1930, and 1937 show tha growth of the oapital employed by all factory-related rmance companies between 
1927 and those respective years. 

I t will be observed from table 154 above that from 1927 to 1937 
the total capital employed in the business of the factoiy-related 
finance coinpa.nies increased from $446,379,000 to' $1,111,930,000, 
an increase of 149 percent. During the same period, the total capital 
employed in the business of tbese 12 independent finance companies 
increaised from $38,616,000 to $174,042,000, an increase of 351 per-
•cent. Thus the proportion of increase of the total capital employed 

171233—30 61 
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in the businesses of these 12 independent finance companies from 
1927 to 1937 was much more rapid than, the proportion of increase 
in the total capital employed by the factory-related finance companies.^ 

I n this comparison, however, i t should be borne in mind that these 
12 independent finance companies, although mcluding the largest, 
constituted only a few of aU the independent fina,nce companies that 
operated throughout the period; furthermore, many additional in
dependent finance companies were established within the period, and 
many such companies disappeared within the period through dissolu
tion, bankruptc}-, and absorption of their assets and business by other 
finance companies. Some of the finance companies that disappeared 
were absorbed by other independent finance companies; and many 
of them were absorbed by the factory-related fiiia.nce companies, 
particularly by Commercial Credit Co. and Commercial Investment 
Trust Corporation. So that tbe two sets of index numbers shown 
in table 154 above constitute only a very rough indication of the rel
ative growtb of the two groups of finance coinpa.nies. 

Furthermore, i t wil l be observed that as early as 1927 the three 
factory-related fina.nce companies already employed capital amounting 
to $446,379,000 as compared with only $38,616'',000 employed by the 
12 independent finance companies. Inasmuch as the system of factory 
preference was inaugurated several years prior to 1927, i t may be 
claimed that such preference produced a large part of its effect by 1927. 

I t has been stated by people in the industry that at the present time 
about 78 percent of all of the business of financing the distribution 
of motor vehicles is done by the factory-controlled and tbe factory-
preferred finance companies, that about 18 percent is done by all of 
the independent finance companies together, and that about 4 per
cent is done by the commercial and small-loan banks. 

The question of -whether dealers' loss reserves are excessive.—In view of 
the fact that the independent finance companies claimed that the 
amounts allowed by the factoiy-controUed and the factory-preferred 
finance companies as loss reserves to the dealers under repurchase 
agreements were excessive, attempt was made to obtain information 
bearing on that subject. I t was manifestly impracticable to obtain 
such information from retail dealers because the repossessed cars 
become a portion of the total stock of used cars and the costs of 
reconditioning and of reseUing the repossessed cars could not be dis
entangled from the total costs of operation. Data were obtained 
from General Motors Acceptance Corporation showing the propor
tions of that company's equities that were recovered on repossessed 
cars that were not redehvered to the vending dealers under repurchase 
agreements but that w-ere sold by dealers for account of the finance 
company. However, inasmuch as the great bulk of cars repossessed 
by the finance company is redelivered to the vending dealers under 
the terms of the repurchase agreements, and the cars sold for account 
of the fina.nce company probably represent a.n adverse selection out 
of the total number' of cars repossessed, i t was not practicable to 
obtain from this source any idea as to the average relationship between 
the losses on repossessed cars and the total unpaid cash purchase prices 

' Data (or Universal Credit Corporation were not obtained for the year 1932: so that the index number 
for that year, 88, merely shows a decline in the amount of capital employed by the other three factory-
related finance companies. However, inasmuch as Universal Credit Corporation was organized withiu 
the period under review, the index numbers shown for 1936, 1930, and 1937 do show the growth of the capital 
employed by this whole group of lactory-relatcd finance companies from 1927 to those years, respectively. 
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of all cars represented in the total volume of installment contracts 
purchased under repurchase agreements. 

Certain independent finance companies operate used-car depart
ments, which take, recondition, and sell the cars that these finance 
companies have repossessed. Most if not all of these repossessions 
occurred in connection with installment contracts that were pur
chased wholly without recourse to the vending dealers. The retail 
stores organized by the independent fina.nce companies also purchase 
other used cars in order to provide suitable stocks of used cars -with 
wluch to attract jirospective purchasers; but the great bulk of their 
sales consists of repossessed cars. Inasmuch as these retail stores 
have complete organizations, with managers, salesmen, mechanics, 
repairmen, etc., thereby providing a working pay roll ancl an overhead 
similar to those of other retail dealers in motor vehicles, i t is thought 
that the results of their operation furnish at least an approximate 
indication as to the average relationship between the losses on re
possessed cars and the total volume of installment paper purchased 
by these finance companies. Unfortunately, such data could be 
obtained from only two independent finance companies, and the data 
from one of these could be obtained only for the years 1935, 1936, and 
1937, Table 155 shows the percentages of losses on repossessed 
cars sold to the cost of all contracts purchased by tliese two finance 
companies. 

TABLE 155.—Percentages tliat instalhnent contracts involving repossessions were of 
instalhnent contracts purchased, and percentages thai losses on re-possessed cars 
were of the cost of all contracts -purchased, in the experience of two finance com
panies with retail repossessed-car departments, by designated years, 1927 io 1937, • 
inclusive 

Year 

Percentage of quan
tity repossessed to 
quantity purchased 

Percentage of losses on 
repossessed cars sold 
to cost of all contracts 
purchased Year 

Company 
A 

Company 
B 

Company 
A 

Companv 
B " 

1927 9.44 
17. 62 
7.03 
7.27 

11. 27 

(') 

(•) 3. 36 4. 97 4.76 

1.91 
2.60 
.51 
.69 

1.33 

« 
0). 

0.42 
,72 
.82 

1932 -
9.44 

17. 62 
7.03 
7.27 

11. 27 

(') 

(•) 3. 36 4. 97 4.76 

1.91 
2.60 
.51 
.69 

1.33 

« 
0). 

0.42 
,72 
.82 

1935 _ 

9.44 
17. 62 
7.03 
7.27 

11. 27 

(') 

(•) 3. 36 4. 97 4.76 

1.91 
2.60 
.51 
.69 

1.33 

« 
0). 

0.42 
,72 
.82 

1930 

9.44 
17. 62 
7.03 
7.27 

11. 27 

(') 

(•) 3. 36 4. 97 4.76 

1.91 
2.60 
.51 
.69 

1.33 

« 
0). 

0.42 
,72 
.82 1937 

9.44 
17. 62 
7.03 
7.27 

11. 27 

(') 

(•) 3. 36 4. 97 4.76 

1.91 
2.60 
.51 
.69 

1.33 

« 
0). 

0.42 
,72 
.82 

AVeighted average 2 ... 

9.44 
17. 62 
7.03 
7.27 

11. 27 

(') 

(•) 3. 36 4. 97 4.76 

1.91 
2.60 
.51 
.69 

1.33 

« 
0). 

0.42 
,72 
.82 

AVeighted average 2 ... 1, 21 .67 1, 21 .67 

I Data not available. 
! Weighted by increasing amounts in 1927 and 1932 by one-hall and combining with amounts in the other 

years. 

I t m i l be observed from the above table that the losses on repos
sessed cars sold by finance coinpany B in 1935, 1936, and 1937 aver
aged about two-tlihds of 1 percent of the total cost of all instaUment 
contracts purchased by that company during those 3 years. This 
proportion and the average proportion shown for the other compa.ny 
have certain defects, however. The percentages stated are percent
ages of repossessed car losses to the total cost of all installment con
tracts purchased, whereas, the dealer's loss reserve under a repurchase 
agreement is normally based, not on the face amount of the install
ment contract but on the mipaid cash-purchase price. Related to 
the latter, these percentages would be somewhat larger. Further
more, the installment contracts used as the bases of these percentages : 



940 FEDERAL TRADE COMMISSION 

are the contracts purchased within the years in which these repos
session losses were incurred, whereas many of the repossessions in a 
given year are of cars that pertained to installment contracts pur
chased in a prior year and many of the installment contra.cts in a 
given year result iu repossessions, not in that year but in the following 
year. Fuiaily, the data presented with reference to finance company 
B pertain only to the last 3 years of a business cycle, so that the aver
age proportion of loss based on these data is naturally much smaller 
than the average proportion of loss over an entire business cycle. 

The data presented for finance company A included losses in 1927 
and 1932 as weU as losses in the last 3 years of the cycle. The average 
loss experienced by this finance company was 1.21 percent of the 
total cost of all installment contracts purchased in the designated 
years.3 
ŝ ' I n forming a judgment based on this percentage, however, i t should 
he remembered that this represents the experience of only one finance 
'company and, therefore, that i t may not be trulj'- representative of the 
experience in the enthe industry. I t is difficult to interpret the per
centage for the reason that the losses were related to instaUment con
tracts of all durations, and the installment contracts hicluded in the 
base mcluded installment contracts pertaining to used-car sales as 
well as contracts pertaining to new-car sales. I t will be recalled that, 
under the 6-percent plan (which did not go into effect for this finance 
company untU 1936) the normal dealer's loss reserve on an installment 
contract of 12 months' duration or less was IK percent of the first $500 
of the impaid cash purchase price plus one-half of 1 percent of the 
€xcess of the impaid cash purchase price over $500. 

With an unpaid cash purchase price of $500 or less, the dealer's loss 
reserve would be exactly lYi percent thereof. With an unpaid cash 
purchase price of $700, the loss reserve under a repurchase agreement 
would be $8.50 or a little less than 1.22 percent. I t is probable, how
ever, that the unpaid cash purchase prices in the great bulk of new-car 
•sales is less than $700; so that if these cars were sold on instaUment 
•contracts of 12 months' duration or less, the loss reserves would aver
age higher tban 1.22 percent. Furthermore, a large proportion of 
new-car sales and a considerable portion of used-car sales is effected 
•on installment contracts of 16 and 18 months' duration, even 24 
months; the loss reserves on these contracts are based on higher per
centages of the unpaid cash purchase prices. Thus, i t is probable that 
the average dealer's loss reserve under a repurchase agreement 
exceeds considerably 1,21 percent; so that there is a certain amount 
of evidence that the amounts aUowed as dealer's loss reserves do exceed 
•somewhat the average loss ratio. 

Relation of this controversy to dealer's "packs."—The independent 
finance companies clahn that they have had to devise competitive 
measmes with which to meet and overcome the great disadvantages 
at which they have been placed by the manufacturer's alleged prefer
ence given to the chosen finance companies and by the excessiveness 
of the loss reserves allowed dealers by the latter finance companies. 

Ill In. order to overcome the effect of the latter disadvantage, they pur
chase installment contracts wholh" without recourse to the vending 
•dealers, yet aUow these dealers a participation hi the regular finance 
•charges or "bonus." They also permit the vending dealers to make 

3 In forming this average, the same weight was given to the data for the 2 years 1927 and 1932 as for the 
3 years 1935, 19̂ 6, and 1937, 



REPORT ON MOTOR VEHICLE INDUSTRY 941 
additions to the regular finance charges and they pay the amounts of 
such additions to the vending dealers, thereby furnishing them with 
a financial inducement to give theh business to the independent 
finance companies rather than to the factory-controlled and factory-
related finance companies. 

These dealers' additions to the regular finance charges result in 
time prices for the cars that are higher than they would be if these 
additions were not made. If the time prices have any effect upon the 
abUity and wUlingness of the general public to purchase motor vehicles, 
these additions tend to the effect of reducing the total demand for 
motor vehicles below what it would be if these additions were not made 
and the time prices were correspondingly lower. The efi'ect of this, 
in turn, is that the manufacturers of motor vehicles can sell fewer 
cars than if the practice did not exist; and if they seU fewer cars, the 
natural consequence is that they produce fewer cars, do not reahze 
the full potentia.l economies of the larger volume of production, have 
higher unit costs and smaller profits, and may even find it necessary 
to requhe higher cash prices than would be required if the practice 
did not exist. Therefore, certahi manufacturers, in order to obtahi 
the benefit of the maximum attainable volume of sale and production, 
naturally pursue a course calculated to mhiimize the time prices of 
their motor vehicles, and put pressure upon theh dealers to finance 
with the chosen finance companies. 

Th.e so-called 6-percent plan.—One of these measures was the so-caUed 
6-perceiit plan that was announced and advertised by General Motors 
Corporation a,nd General Motors Acceptance Corporation in the 
autumn of 1935. Table 156 shows the average finance-charge per
centages in instalhnent contracts in which new passenger cars were 
sold on 12 months' histalbnents in 1935 prior to the announcement of 
the 6-percent plan, these averages being shown separately for transac
tions financed by General Motors Acceptance Corporation, the factory-
preferred finance companies, and the independent finance companies. 
I t also shows the average finance charge percentages in the transactions 
fina.nced by General Motors Acceptance Corporation in that part of 
the year following the announcement of the 6-percent plan. 

TABLE 156.—Avera,ge finance charge percentages in transactions in whicli automobile 
distributors sold new passenger cars on 12 7nonths installments, and interest rates 
-im.-plied therein, by regions and classes of finance companies, 1935 

Average finance charges: 
Independent 
Factor j'-preferred 
Factory-controlled; 

Pre-O-percent basis ^ 
6-percent basis 

Implied interest rates— 
Per mouth; 

Independent 
Factory-preferred. _ _ 1 
Factory-controlled: 

Pre-6-percent basis 
6-percent basis 

Per annum; 
Independent 
Factory-preferred 
Factory-controlled: 

Pre-6-percent basis 
6-percent basis 

North At
lantic 

Percent 
9.27 
9.49 

7.87 

1. 39 
1.42 

1.19 
,91 

18,02 
18.47 

15.19 
11. 42 

South At- North Cen- South Gen-
lantic tral tral 

Percent 
8.89 
9. 64 

8.18 
6.04 

1.33 
1.45 

1. 23 
.91 

17. 34 
18.79 

15.81 
IL 53 

Percent 
10.67 
9.25 

7.97 
0.00 

1.59 
1,39 

1,20 
,91 

20. 91 
17,99 

15,39 
11,47 

Percent 

9.31 

S. 00̂  
7.71. 

1.40' 

1.20 
L 16. 

18. U 

15.4,5 
14.86 

' Based on samples of transactions that occurred in that part of the year that included the period in which 
occurred the transactions on which tho rates for the independent and factory-preferred finance companies 
are based. 
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Review of the finance charge percentages shown in the above table 
discloses that the average percentages in the transactions financed 
by the factory-preferred and the independent finance companies were 
considerably higher than the averages in the transactions financed 
by General Motors Acceptance Corporation prior to the announce
ment of the 6-percent plan. For example, in the North Atlantic 
regions, which included the areas around and centering in PhUadelpliia, 
Pittsburgh, Buffalo, New York City, Providence, and Boston, the 
average finance charge in new-car 12-month installment contracts 
financed by the independent finance companies was 9,27 percent of 
the total deferred cash purchase prices of these cars, including the 
insurance premiums. The average in the transactions financed by 
the factory-preferred finance companies was 9.49 percent; and the 
average in the transactions financed by General Motors Acceptance 
Corporation was 7.87 percent. Similar comparisons apply in the 
transactions that occurred in the South Atlantic, the North Central, 
and the South Central regions. As' shown in chapter X I X following, 
an important explanation of why the finance-charge percentages in 
the transactions fhianced by the independent and by the factory-
preferred fhiance companies averaged higher than the percentages in 
the transactions financed by the factory-controlled finance company 
was that the finance charges in many of the transactions financed by 
the first two mentioned groups contained additions made by the 
venchng dealers to the regular finance charges as provided by apphca
tion of the imnimum finance rate charts furnished by the finance 
companies. The factory-controlled finance company followed rather 
consistently the practice of disallowhig any such additions made hy 
dealers financing with it aud of crediting car purchasers' installment 
contracts with such amounts in those cases in which the dealers sought 
to make such adchtions. 

How could General Motors Corporation obtain an advantage over 
its competitors and increase its proportion of all new automobiles to 
be purchased by the general public in 1936? Among aU possible 
measures of accomijlishing this, two may be mentioned in tins con
nection. One was to reduce the time prices of automobiles made by 
General Motors Corporation hy reducing the rates of finance charge. 
The second measure was to teach tbe automobile-purchasing pubhc 
how to compute the finance charges so as to prevent the vending 
dealers from inserting additions to the regular finance charges pro
vided in the fhiance-charge rate charts. 

I t will be observed, by reference to table 156 above, that during the 
fhst three quarters of 1935 the finance charges in the transactions 
financed by General Motors Acceptance Corporation averaged about 
8 percent of the total deferred cash purchase prices of the motor 
vehicles, including the insurance premiums. In the transactions 
financed by this company after announcing the 6-percent plan, the 
finance charges in the 12-inonth installment contracts averaged about 
6 percent. In other words, the effect of the 6-percent plan was to 
reduce the finance charges in 12-month transactions about 25 percent. 
I t is said that tbe announcement of tbe 6-percent plan by General 
Motors Corporation and General Motors Acceptance Corporation 
was a surprise to the competitors of General Motors Corporation 
and gave i t an advantage in tbe sale of its products until its com
petitors could complete their preparations for annoimcing similar plans. 
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111 advertising the 6-percent plan, General Motors Corporation and 
General Motors Acceptance Corporation also sought to teach auto
mobile purchasers how to compute the finance charges themselves. 
The instructions directed the prospective purchaser to ascertain the 
unpaid cash purchase price of the velucle by deducting the amount 
of the down payment, including the allowance, if any, for the used 
vehicle traded in, from the cash sale price of the vehicle. To tliis 
unpaid cash purchase price he was to add tbe amount of the retail 
insurance premium. I n order to ascertain the amount of the finance 
charges, he was then to compute an amount equal to 6 percent, for 
an installment contract of 12 months' duration, of the total so obtained. 
For an histaUment contract of any other duration, the percentage, 
or multiplier, to be used was to be one-half of 1 percent taken as many 
times as there were months in the duration of the contract. Thus 
for a contract of 6 months' duration, the percentage to be apphed to 
the total deferred cash purchase price of the automobile and insurance 
premium was 3 percent; for a contract of 18 months' duration, the 
percentage was 9 percent. 

Application of this formula by the car purchaser in the case of any 
motor vehicle of General Motors make would enable the prospective 
car purchaser to compute for himself not only the finance charges 
but the total face amount of his installment contract and the total 
time price of the vehicle; and if the General Motors dealer attempted 
to make a higher charge, the car purchaser would be able to detect 
the fact immediately. The eft'ect of this education, if absorbed and 
applied by the car purchasers, would be to prevent additions to the 
regular finance charges,'or "packs," from being made by General 
Motors dealers, not only those financing with General Motors Accept
ance Corporation but also those financing with other finance com
panies. The accomplishment of this woiUd remove from General 
Motors dealers much of the financial incentive to fina.nce with inde
pendent finance companies. Furthermore, such education, if assimi
lated and applied by prospective purchasers of automobiles, would 
have tbe natural effect of making them finance-charge conscious when 
considering the purchase of other makes of motor vehicles, causing 
them to inquire about the amoimt of the retail insurance premium 
and to ascertain the amount of the finance charges included in the 
quoted time prices, to compute the percentages thereof of the total 
deferred cash purchase prices of such vehicles, to compare these per
centages with the like percentages for installment contracts of the 
same duration under the General Motors 6-percent plan, and, if 
they found the finance-charge percentages on the other cars higher, 
to divert their demand to cars of General Motors make. 

Thus the announcement of the so-called 6-percent plan was a 
cleverly conceived competitive move hy General Motors Corporation 
to the end of increasing that company's total share of the new-car 
business and of increasing the share of its subsidiary. General Motors 
Acceptance Corporation, in the business of financing installment sales 
of General Motors products. I t may be said to have constituted one 
step in what is possibly a vicious circle. Each manufacturer of motor 
vehicles has the problem of increasing the total volimie of sales of its 
products, or at least, in a market approaclung saturation of demand, 
of maintaining its own volume of sales and production. Inasmuch as 
60 percent or more of new passenger automobiles sold are sold on tbe 



944 FEDERAL TRADE COMMISSION 

installment plan, and hiasmuch as the thne price probably has an 
effect upon the number of automobiles that the public has the ability 
and the willingness to hny, a part of tbe problem becomes that of 
minhnizing the time prices. For this purpose, in pa.rt. General Motors 
Corporation organized General Motors Acceptance Corporation; and 
certain other manufacturers entered into preferential arrangements 
with certain chosen finance companies. An element in this situation 
was that dealers were charging what they thought the traffic would 
bear when selling motor vehicles on time; and the effect to which 
injection of the factory-controlled finance company tended was to 
minimize the difi'erentials between the cash prices and the time prices. 
Also, in order to keep the prices of motor vehicles to the ultimate 
purchasers as low as practicable, the automobile manufacturers 
allowed the distributors of these motor vehicles discounts off the retail 
prices at the factory door that many distributors considered inade
quate; so that many of these distributors were tempted to supplement 
the margins allowed them on the cash prices by infiating the differ
entials between the cash and the time prices of the automobiles sold 
on time. 

"When the factory-controlled and the factory-preferred finance com
panies sought to ehminate dealers' additions to the regular finance 
charges as provided in the rate charts furnished to the dealers, some 
of these dealers found i t advantageous to finance with other finance 
companies who would permit them to make tbese additions to the 
regular finance charges and would pay these amounts to them. And, 
in their struggle to survive in the face of thg manufacturers' discrmi
inations in favor of tlieir chosen finance coinpaiiies, the aUowance of 
these "packs" was a potent countercompetitive device. I n order to 
prevent tins diversion of business to the other finance companies, a 
counterstep taken by General Motors Corporation and General 
Motors Acceptance Corporation sought, as one feature of the 6-
percent plan, to teach automobile purchasers how to compute the 
finance charges for themselves; and they were followed in this by other 
automobile mia.nufacturers and their preferred finance companies as 
soon as i t was practicable for the latter to prepare new rate charts and 
announcements of a similar plan. This move had the natural eft'ect 
of maldng i t even more difficult for the independent finance companies 
to obtain additional busmess or to hold the business they already had. 
And, in the direction toward counteracting the effect of this move, the 
complaints made against these automobile ma,nufacturers and these 
factory-controlled and factory-preferred fina.nce companies charging 
them with false and misleading advertising promoted the interests of 
the independent finance companies. Also, in order to break do-wn the 
system of preferences hy certain manufacturers to the chosen finance 
companies, the independent finance companies were largely infiuential 
in procuring the Federal indictments, at South Bend, of these manu
facturers and favored fina.nce coinpa.nies and certain of their officers, 
charging them with conspiracy in restraint of interstate commerce 
under certain provisions of the Sherman Antitrust Act. 

The independent finance companies clahn that if the automobile 
manufacturers had not given these great competitive advantages to 
the factoiy-controUed and factory-preferred finance companies but 
had permitted the free play of competition among all finance com
panies, so that the so-ca,lled independent finance companies would 
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have had the same opportunity to grow, free competition would have 
lowered finance charge rates at least as much as they have been 
reduced under the preferential system. 

SECTION 3. INCOME, COSTS, AND PROFITS OF AUTOMOBILE FINANCE 
COMPANIES 

Introduction.—In chapter X I X following is presented a large mass of 
data obtained by taking from the records of finance companies samples 
of deferred-payment sales of new and used passenger cars and of new 
and used trucks financed by those finance companies in 1935, 1936, 
1937, and 1938. These data show, among other things, the average 
percentages that the finance charges in these transactions were of the 
total deferred cash purchase prices of the vehicles ancl the finance 
charges in the transactions with the minimum and maximum finance 
charge percentages in the various samples. Tliej- also show the rates 
of interest per month and per annimi tbat were implied in these 
finance charges. 

I n a large proportion of the cases, the implied interest rates were 
more than nine-tenths of 1 percent per month, and a few instances 
were found in which the rate exceeded 5 percent per month. I f these 
results were presented without proper qualification and explanation, 
an exaggerated impression might be created of the rates of interest 
that the finance companies were exacting from the time purchasers of 
automobiles. I n order to present the whole truth, therefore, i t is 
necessary to point out that by no means all of the finance charges 
unposed upon the time purchasers of automobiles constitute net profit 
to the finance companies, and to show what were the rates of net profit 
to these companies. 

There are two classes of deductions that must be made from the 
total finance charges that are included in the face amoimts of the 
instalhnent contracts of the automobile purchasers ,and are collected 
by the fhiance companies before the amount of net profit to these 
companies can be ascertained. I n the first place, a considerable 
portion of the finance charges is not retained by the finance companies 
but is paid to the vending dealers as participations in the finance 
charges. I n the case of instalhnent contracts purchased from the 
dealers under repurchase agreements, there are the so-called dealers' 
loss reserves. I n the case of installment contracts purchased by the 
finance companies wholty without recourse to the vending dealers, 
there are the participations in the fina.nce charges that are paid to 
these dealers as "bonuses." I n addition to these participations in the 
regular finance charges, dealers have hi many cases, as pointed out in 
the preceding chapters and as pointed out frequentlj^ in chapter I V 
following, made additions to the regular finance charges and have 
been paid by the fina.nce companies the amounts so added—the 
so-called "packs." Finally, a considerable portion of the finance 
charges collected and retained by the finance companies is consumed 
in operating expenses of those companies. 

Rates of net profi.t on total employed capital.—Many indi-vidiials in 
speaking of the capital of a finance company, or other corporation, 
tlunk only of the stockholders' capital, i . e., tbe capital stock and 
surplus. However, a large part of the capital employed' in the 
business of a finance company comes from other sources. Some of the 
large finance compames have raised capital by issiuiig and selhng bonds 
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or debentures. Many finance companies regularly followed the prac
tice of pledgmg the masses of instalhnent contracts purchased by 
them with commercial banks and obtaining loans from those sources. 
Although funds so obtained in any one loan may be employed in the 
finance company's business only temporarily, while they are usecl they 
are a part of the total capital funds used in the business; and while 
specific loans may be liquidated, they are more or less replaced Avitli 
other loa.ns secured by the pledge of other installment contracts. The 
total capital employed in a finance company's business is fiuctuating in 
amount ancl consists of funds obtained from all sources. The repay
ment of loans and the redemption of debentures at maturity constitute 
withdrawals of capital funds as of the dates at which such paj^ments 
are made. Like-wise, the payment of interest on borrowed capital 
constitutes a withdrawal of capital as of the moment of such payment, 
the same as does the pajmient of dividends to the stockholders. 
Also, the interest that accrues on borrowed capital during an account
ing period is just as much a part of the total profit of the business as is 
the net income that is left available for distribution to the stockholders. 

For the purpose of comparison with the rates of interest implied in 
the finance charges in installment transactions, the rate of profit that is 
used should be the rate of net profit on the total capital emploĵ ed in 
the business of the finance companies. Accordingly, when obtainhig 
samples of deferred-payment transactions fina.nced by these fhiance 
companies, data were also obtained on the basis of which to arrive at 
the rates of net profit on the total capital employed in the businesses of 
these companies. However, it must be pointed put that much of the 
capital employed by these finance companies is employed in financing 
installment sales of articles other tha,n automobiles—electric refriger
ators, electric and gas ranges, waslhng machines, and other articles. 
I t was not practicable to segregate the capital employed in financing 
the distribution of automobiles together -with the income thereon from 
the total capital and income of these fhiance companies, except to the 
extent that the automobile finance compa.ny has one or more subsidiary 
companies for the purpose of carrying on other specific kinds of busi
ness. With this qualification, the rates of net profit shown in tliis 
report are the percentages of the total net profits on all business of 
these finance companies to the total capital employed by them. 

Sources of gross income to finance companies.—With reference to the 
financing of the chstribiition of automobiles, there are three main 
sources of gross hicome to the finance compames. These consist first 
of the fiat charges and the interest collected by tbe finance companies 
from automobile distributors and dealers on the loans made them for 

yi the purpose of making payment for the new motor vehicles purchased 
by them from the manufacturer. Secondly, they consist of those por
tions of the finance charges in retail instaUment contracts that are 
retained by the finance companies, i , e,, that are not paid to vending 
dealers as participations in the finance charges. And, tlurdly, in the 
cases of many finance companies, they consist of commissions on the 
retail-insurance premiums that are retained by the finance companies 
for insurance placed with insurance companies. Endeavor was made 
to segregate the income from commissions on insurance premiums; 
but this was found impracticable in the case of most of the finance 
companies. 
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Rates of net profit on total employed capital.—Table 157 shows th& 
rates of net profit to 26 hidependent finance companies, to the factory-
preferred, and the factory-controlled, finance companies for the years 
1927, 1932, 1935, 1936, and 1937, or for those years in-which the 
respective finance companies were in business or for whicb the data 
could be obtained. In order not to reveal identity, the independent-
finance companies have been represented by numbers. 

TABLE 157.—Rales of net profit on the total capital employed in the businesses of 
reporting fi,nance companies, by classes of finance com.pan.y, for 6 designated years, 
1927 to 1937, inclusive 

Class of finance company 1927 1932 1935 1936 1937 

Independent: 
No. 1 (') (') W (') 2. Oft 
No 2 -- (0 (0 6. 03 9. 95 7.31 
No 3 ; (0 7.06 10.43 6.91 4.32 
N o 4 (') (•) 

0.63 
8.80 8.44 6.81 

No 6 0.65 
0) 

(•) 
0.63 4. .80 2.83 4. 93 

No 6_. . . . . . . . 
0.65 

0) 1. 63 8.91 9. 24 9. 70' 
No 7 (0 4.08 7.03 7.64 7.46 
No 8 

(•) 
4.64 7. 81 

8.90 
6. 41 0.19-

No 9 (1) 
8.87 

7.10 
4.88 

7. 81 
8.90 7. 46 S. 34 

No. yO 
(1) 
8.87 

7.10 
4.88 5.60 6.16 4.09 

No. 11 ; (') 0.07 
(') 

6. 86 
(') 

7.42 8. 30 
No. 12 (>) 

0.07 
(') 

6. 86 
(') 13.89 10.39 

No. 13 10. 60 10. 32 
(') 

9.14 7. 25 6. 36 
No. 14 (') 

10. 32 
(') 10. 93 11.64 9.5T 

No. 15.. . 14. 65 9.96 9.09 8.70 7. 68 
No . 10 10. 26 

(0 
6.09 

(0 
10.19 8.65 7. 60 

No . 17_. 
10. 26 
(0 

6.09 
(0 9.28 5.67 6. 68 

No . IS 0. 62 2. 44 4.63 4. 71 4.89. 
No . 19 . . - 8.60 6.31 9.87 9.23 3. 60 
No. 20 9.53 

(0 
4.47 8. 67 7.68 7.20 

No. 21 
9.53 

(0 
4.47 

5.25 5.76 5.40^ 
No . 22 . . . . 9.89 

CO 
6.03 

(•) 
10. 27 10.18 10. 62 

No. 23 
9.89 

CO 
6.03 

(•) 6. 64 5.74 0.16-
No 24 9.77 7. 21 8.98 8. 61 7. ,64 
No. 25.. 1.67 4.67 9. 27 11.05 8,45 
No. 26 10.08 9.16 U . 2fl 10. 9S S.05 9.16 

Average,- . 7. 04 6.48 9,16 9.44 7.85 
Factory-preferred s ____ 6. 79 4.05 , 8.92 7.92 6.47 
Factorv-nontrolled . . 7.68 5. 93 6.95 5. 65 5.56, 5. 93 

' Data not available or company not in business. 
•Includes Commercial Credit Co. and Commercial Investment Trust Corporation exclusive of Universal 

Credit Corporation iu all years and Universal Credit Corporation iu 1936, 1936, and 1937. 

The foregoing table shows that the rate of net profit to the fhiance 
companies from whom data for 1927 were obtained averaged 7.04 
percent. The corresponchng rates of net profit to the factory-preferred 
finance companies averaged 6.79 percent, and to the factory-controlled 
finance company averaged 7,68 percent. For 1932, the similarlj^ 
weighted average rates were 6.48 percent, 4,95 percent, find 5.93 
percent, respectively. The average rate of net profit in 1935 to the 
independent finance companies was 9.16 percent, to the factoiy-pre-
ferred companies was 8.92 percent, and to the factory-controlled com
pany was 6.95 percent. 'The corresponding rates in 1936 were 9.44 
percent, 7.92 percent, and 5.65 percent, respectively; and for 1937 
were 7.86 percent, 6,47 percent, and 5.56 percent, respectively. 

Reminders of these average rates in 1936, 1936, and 1937 are 
given frequently in connection with discussions in chapter X I X 
following. 
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CHAPTER XIX.—COST OF INSTALLMENT PURCHASING OF 
MOTOR V E H I C L E S TO T H E PURCHASERS 

SECTION 1. INTRODUCTION 

Important purpose of investigation to ascertain cost to purcliaser of 
buying on time.—One important purpose held in mind in planning 
and executing the investigation of the financmg of motor vehicle 
distribution was that of obtaining data on the basis of which to show 
the cost to automobUe pm'chasers of buying theh vehicles on time 
instead of paying the enthe cash sales price in cash at the thne of 
the purchase. NecessarUy, because of the vast volume of retaU sales 
of motor vehicles, data for this purpose could be obtained only in the 
form of samples of installment sales of such vehicles that had been 
financed by fhiance companies, 

Sam.ples of deferred paying sales qf motor vehicles.—The original plan 
of sampling contemplated the coUection of data on deferred payment . 
sales of motor vehicles distributed through every month of the vears 
1935, 1936, and 1937 and through each of the first 6 months of 1938. 
The time and expense involved in this process, however, necessitated 
the curtaUment of the original plan. I n consequence, the samples 
actually taken included transactions as follows: for 1935, the months 
of AprU, May, and June, except in the case of General Motors Ac
ceptance Corporation, from winch company samples were obtained 
for aU months in 1935; for 1936, AprU, May, June, and December; 
for 1937, March, AprU, May, a.nd June; for 1938, RIarch, April, and 
May, except in the case of Commercial Credit Co., from which were 
also obtained samples of transactions in January and February 1938. 

The months selected constituted the periods i n the respective years 
in which occurred the greatest volumes of retaU sales of motor vehicles. 
Prior to 1936, the period of greatest volume of sales consisted of 
April , May, and June of each year. I n 1936, tbe motor-vehicle 
industry commenced the practice of holdmg the automobhe shows of 
new models in the autunm; and December of that year was a month 
of large volume of retail sales. In the middle of 1937, there set in 
the so-called business recession of 1937, which resulted in a relatively 
small volume of sales in December of that j^ear; and the period of 
large voltime consisted of March, Api i i , May, and June, The reason 
for including aU months of 1935 in the sample obtained from General 
Motors Acceptance Corporation was that these samples had been 
completed before decision was made to curtail the plan; and the 
reason for including Januarj^ and February of 1938 in the samples 
obtained from Commercial Credit Co. was that the examiners worldng 
in the offices of that company began the sampling process wit l i 1938 
ancl had completed that portion of the sample before the decision to 
-curtail. 

In obtaining these samples, i t was sought to obtain as fair a geo
graphical representation as was practical with the time and funds 
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available for the investigation. In consequence, samples Avere ob
tained in regions around and centering in Boston, Providence, New 
York City, Bufi'alo, Pittsburgh, and PhUadelphia among the North 
Atlantic States; Baltimore, Washington, Richmond, Atlanta, and 
Jacksonville among the South Atlantic States; Birmingham, Memphis, 
New Orleans, and Dallas among the South Central States; and 
Detroit, Cleveland, Indianapohs, Chicago, Milwaukee, the T-win 
Cities, Omaha, Kansas City, and St. Louis among the North Central 
States. Samples of transactions hi regions around and centering in 
Los Angeles and Seattle were also obtained from General Motors 
Acceptance Corporation, Commercial Credit Co., and Umversal Credit 
Corporation, from whom such samples could be obtained at their 
central ofiices, with a view to completing these samples by obtaining 
data from local finance companies operating in those regions if avail
able time and funds should permit; however, available time and funds 
did not permit the sending of examiners to the Pacific coast for the 
purpose of obtaining data on samples of transactions from local 
finance companies operating in tho§e regions. 

Data on samples of deferred payment sales in these regions were 
obtained from General Motors Acceptance Corporation, which is 
classed as a factory-controlled finance company, from Commercial 
Credit Co., Universal Credit Corporation, and Commercial Invest
ment Trust Corporation, which are classed as factory-preferred 
finance companies, and from a representative sample of so-called 
independent finance companies in each of the 24 regions excluding 
Los Angeles and Seattle. 

The samples obtained from the factory-preferred and the factory-
controlled finance companies included data on three new cars per 
month on each make of the popular-priced cars and fewer cars of the 
more expensive iiialves such as the Cadillac, the Lincoln, and the 
highest-priced Chrj^sler makes; also, one truck per month and one 
used car per montli wdthout reference to make. The new car sales 
financed by General Motors Acceptance Corporation are confined 
for the most part to sales of the various types of car manufactured 
and sold by General Motors Corporation—Chevrolet, Pontiac, Olds
mobile, Buick, LaSalle, and CadiUac and Chevrolet trucks. The 
financing of new car sales by Commercial Credit Co. is confined for 
tbe most part to the Chrysler group of cars—Plymouth, DeSoto, and 
Chrysler makes. The new car sales financed by Universal Credit 
Corporation are confined for the most part to Fords, Lincolns, and 
Lincoln-Zephyrs, including Ford trucks. The new car sales financed 
hy the remainder of the organization of Commercial Investment 
Trust Corporation mcluded practically every make of car on the 
market except those made by Ford Motor Co., the financing of the 
sales of which was done by Universal Credit Corporation, a sub
sidiary of Commercial Investment Trust Corporation. Because of 
the limitation of the number of makes of cars financed by the factory-
controUed and two of the factory-preferred finance companies, the 
sampling method described above resulted in relatively moderate 
volumes of transactions. The independent finance companies, how
ever, financed deferred payment sales of practically every make of 
car; and the collection of data on three new cars per month of each 
make of car financed by them would have resulted in unduly larg& 
samples and the expenditure of an undue amount of time and money 
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i n collecting and handling them. Therefore, the samples obtained 
from these independent finance companies were reduced to data on 
two new car sa.les per montli of the respective makes financed by 
them and of one new truck and one used car sale frnanced by them. 

The transactions composing these samples were chosen systemati
cally according to a plan de-vised so as to avoid bias in selection. 

The instalhnent contracts on wluch motor vehicles are sold are of 
all durations from 1 month up to 30 months' time and even more. 
I t was not practical to handle samples of all of these various dura
tions. I n consequence, the examiners were instructed to concentrate 
their samples on durations of 6 months, 12 months, 18 months, and 
24 months; but data were obtained on a few transactions of other 
•durations. For purpose of preparation of tbese data for presentation 
in this report, the transactions were necessarUy sorted by duration 
of contract. As i t turned out, transactions of 6 months duration 
were relatively infrequent; so that the principal classes of transactions 
for wluch data are presented in this report consist of the following: 
New cars, 12 months; new cars, 1̂8 months; new cars, 24 months; 
new trucks, 12 months; new trucks, 18 months; used cars, 12 months; 
and used cars, 18 months. 

For purpose of the computations contemplated in the treatment 
of the data obtained m tbese samples, i t was particularly necessary 
that the transactions included in the samples be transactions in which 
the installments, paid hy the purchasers of the cars, came at regular 
montlUy intervals, commencing 1 month after the date of the con
tract, and in which the various installments, paid hy any purchaser, 
were as nearly equal in amount as the division of the total deferred 
time price by the number of months duration would permit. How
ever, included in the samples obtained were a few transactions -with 
installments, that were either irregular in amoimt or came at irregidar 
iuterva.ls. For example, certain of the finance companies provide a 
so-called "teacher's plan" of sales, avoidhig provision for payment of 
installments durhig those summer or A^acation months during wluch 
teachers are not receiving monthly salaries. By way of illustration, 
a 1935 Oldsmobile was sold hy a dealer in Baltimore on September 
4, 1935, to a teacher. The cash price of the vehicle as delivered was 
$879, the insurance premium was S43.50, the down payment made 
by the purchaser was S293, the unpaid balance of the purchase price, 
inclusive of the insurance premium, was §5629,50, the finance charges 
for 16 months amounted to $67.78, and tbe face of the purchaser's 
note was fixed at $697.28, payable in 13 (not 16) mstallments, 12 of 
which were of S5o.64 each, the thirteenth being $53.60—omitting the 
months of June, July, August, and September 1936, and completing 
the payment hi January 1937. Thus provision was made Avherebj' this 
teacher-purchaser was to make payments of installments only during 
those months in which the purchaser woiUd be in receipt of salarj^ 
mcome. 

In the region aroimd Omaha and Kansas City, a farmer's plan is 
provided that contains provisions somewhat siniUar to those under 
the terms of which farm tractors and other expensive farm machinery 
are sold to farmers imder terms whereby the various installments 
are made due and payable at the various times at which the farmer 
expects to have received cash for his various products and varying 
the amounts of these instaUments accorcUng to the varying amounts 
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of cash the farmer-purchaser expects to have received by those various 
dates. 

Another tj'pe of installment contract occurring with considerable 
frequency in the deferred payment sales of automobiles is a contract 
•with a few relative^ small monthly paj'-ments terminated by a large 
or so-called "balloon" payment. For example, a 1935 La SaUe pas
senger car was sold by a dealer in Birmingham, Ala., on July 27, 
1935, to one of his salesmen to be used as a demonstrator car. The 
cash price was $1,208.35, there was no insurance, there was a finance 
charge of $38.05 consisting solely of the finance company's provision 
for operating expense and profit, there was a down paj-meiit of $400, 
and the face of the purchaser's note was $846.40 paj^able as follows: 
five montiily payments of $24 each and a final or "balloon" pay
ment of $726.40 coining at the end of the sixth month. 

The idea of this plan was that the salesman would use the car as 
a demonstrator to prospective purchasers of La Salles for a period of 
4 or 5 months, but that during the 6 months' period he would sell 
this car to a. purchaser as a new car and thereby be in position to 
pay the remainder of the purchase price by the expiration, of the con
tract period. I f the car is not solcl before the expiration of the con
tract period, the "balloon" payment is refhianced—^invol-ving a new 
finance charge. Samples of transactions with "baUoon" payments 
were obtahied for various regions in the United States. There is at 
least one automobile dealer in the United States who makes all de
ferred payment sales of passenger automobiles on the "balloon" pay
ment plan, one purpose of the practice being to obtain the benefits 
of refijiancing these sales at the expiration of the initial deferred-
payment contracts. 

Grouping of data for jmrpose of presentation.—Due to insufficient 
time and funds for presenting the results for all kinds of plans and 
all durations of contracts, it was not practical to present these results 
for more than the few main classes with regular payments—durations 
of 12 months, 18 months, and 24 months. Nor was it practical to 
present the results for these groups for each of the 24 regions sepa
rately: To have done so would have required the presentation of ap
proximately 1,800 tables and the performance of a number of hitricate 
and time-consuming computations in connection -ftdth each table. In 
the original draft of this chapter, therefore, these sample transactions 
were grouped by divisions and the results were presented for four 
separate divisions, which were designated as follows: North Atlantic, 
including Boston, Providence, New York City, Buft'alo, Pittsburgh 
and Philadelphia; South Atlantic, including Baltimore, Washington, 
Richmond, Atlanta, and Jacksonville; South Central, including Bir-
miiigliam, Memphis, New Orleans, and Dallas; and North Central, 
including Detroit, Cleveland, Indianapolis, Chicago, Milwaulcee, 
Minneapohs, Omaha, Kansas City, and St. Louis. Even this group
ing, however, resulted in a text that was entirel.y too voluminous; 
and, iu revision, it was found advisable to consolidate the samples 
for all di\asions in the eastern half of the United States, and also to 
consolidate the samples of transactions financed in 1936, 1937, and 
1938, _ 

The tables and discussion that were displaced by these consolida
tions, however, contain, in specific Ulustrations, much Uluminating 
mformation about tbe practices of vending dealers and of finance 
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companies in the financing of installment sales contracts in various 
regions of the United States. Consequently, this displaced text is 
presented in apjiendix 4 to this report. 

I n the sorting and tabulation of these transactions for presentation, 
they were also subgrouped hy classes of fina.nce company financing 
the transactions: the factoiy-controUed finance company; factoiy-
prefeiTed fiuiance companies; and independent finance companies. 

The.tables of data presented in the main text of this chapter present 
only aggregate data for groups of transactions and the average finance 
charge rates and the average rates of interest that are implied in the 

III finance charges, Tbe tables in sections 5 and 7, however, present 
not only aggregate data for groups of transactions but also the data 
with reference to the two transactions in the group that had the 
maximum and the minimum finance charge percentages. All of the 
tables contained in that portion of the original text that was trans
ferred to the appendix also present the data pertaining to the trans
action with the mininium finance charge percentage in the group 
and pertaining to the transaction with the maximum finance charge 
percentage. 

The data presented in each of these tables show not only the amounts 
of cash purchase price of the vehicle as delivered, of retail insurance 
premium, of total cash purchase price of the vehicle and the insurance, 
of the dovv'ii payment, of the total finance charge and its constituents, 
of the face of the purchaser's time obligation payable hi equal instaU
ments, and the total time price of the vehicle and insurance, but also 
tbe finance charge percentage and its division among the constituents 
of the total fi.nance charge. They also show the rate of interest per 
month implied in the tota.l finance cViarge, the equivalent annual rate 
of interest (compounded monthly), and the conventional a.nnual 
rate, which is merely the monthly rate multiplied by 12, 

Mean-vii-g of implied interest rate per -month and -per annum.—The 
monthly rate of interest is that rate which, applied to the original 
unpaid cash purchase price and to the successive reduced balances 
of tbe cash purchase price, each monthly installment being applied 
first to the extinction of the interest accrued during the month and 
the remainder of the installment to reducing the impaid balance of 
the ca.sh purchase price, will just extinguish the impaid bala.nce with, 
the a.piilicatioii of tbe last installment. 

The application of this definition is Ulustrated in table 158, and 
by the amortization schedule in table 159. 

Table 158 below presents the data for a group of transactions in
volving the sale of new passenger cars that were sold on 12-niontli 
mstallments by dealers i i i North Atlantic regions in 1938 and that 
were financed by the factory-controlled finance companj". The data 
include those for the transaction with the niiniiiiiiiii finance charge 
percentage, the transaction with the maximum finance charge per
centage, a subgroup of 85 transactions, the finance charge percentages 
in which varied with practical continuity over a relative narrow range 
and evidenced a marked tendency to concentrate around a central, 
or modal, value, and for the entire sample of 133 transactions. In 
this group of transactions, the inmimuni finance charge was 5.01 
percent of the total deferred cash purchase price of the vehicle, 
includiug the hisurance premium; the maximum fina.nce charge was 
6.96 percent; the average finance charge in the modal subgroup was 
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6,07 percent; and tbe avera.ge finance charge for the entire sample 
was 6.03 percent. These fina.nce charge percentages are to be com
pared with a normal 6 percent for 12-nionth transactions under the 
6-percent plan, which was in eft'ect during 1938 and the preceding 
2 A'̂ ears a.nd, for the factoi7f-controlled finance company, during the 
autumn of 1935. 

TABLE 158.—Cash purchase prices, reta.il insurance premiums, down payments, 
total deferred cash purchase prices, finance charges, total tiyne prices, a-m.ou-nis of 
installment notes, percentages of finance charges to deferred cash -purchase price, 
and rates of interesi implied -in finance charges for new passenger cars sold 07i 
12-month installments by dealers in North Atianiic regions a-nd financed by factory-
controlled finance companies in 1938 

Transaction wi t l i -

INlinimum 
flnauce-
oharge 

percentage 

Ma.ximum 
finance-
charge 

percentage 

Modal 
group 

Total 
sample 

Number of transactions 

Cash purchase price of vehicle as delivered. 
Retail insurance premium 

85 133 

.$2,467, 00 
41.80 

Sl, 238. 20 
17. 10 

$100, 021. 80 
2,611,85 

$105, 643. 00 
2. 715. 70 

Total cash purchase price of vehicle and insurance. . 
Down payment, including allowance for used car traded 

i n . . J 

Total deferred cash purchase price of vehicle and 
insurance.... 

2, 508. SO 

SS7.00 

1, 26,5. 30 

1, 073. 55 

102, 633. 65 

68, 884. 22 

1, 641. SO 181. 75 43, 749, 43 

Fiuance charges: 
Finance company's provision for expenses and prortt. 
Dealer'.s loss reserve 
Dealer's hojuis 
Dealer's addition to regular finance charge 

65. SO 
10.44 

10.37 
2. 28 

2,130. 96 
523. 60 

Total finance charge.. 32. 24 12.05 2, 654. 62 

Face amount of purchaser's obligation, payable in equal 
monthly installments . 1,724. 04 

Total time price of vehicle and insurance.. 2,591,04 

194, 40 

1, 267. 95 

Percentage to total deferred Ciisb [ii.'rchase price of— 
Finance company's provision for expense and profit. 
Deider's loss reserve... 
Dealer's bonus 
Dealer's addition to regular finance charge 

Percent 
4.01 
1. 00 

Percent 
5.71 
1. 25 

Percent 
4. S7 
1. 20 

Total flnsnce charge 
Hate of interest implied in total finance charge: 

Per mouth 
Equivalent annual rate (compounded monthly)... 
Conventional annual rate (12 times monthly rate). 

5.01 

.76 
9.51 
9.12 

1.03 
13. 32 
12. 00 

.92 
11. .59 
11.04 

108, 368. 70 

62, 260. 77 

46.097. 93 

2, 233. 36 
548. 67 

2, 7S2. 03 

48, 879.90 

111, MO. 73 

Percent 
4.84 
1.19 

.91 
11.53 
10.92 

As shown in the table, the finance charge percentage in the trans
action with the minimum, 5.01 percent, implied interest at the rate 
of 0,76 percent per month on the unpaid balances of the cash purchase 
price of this automobile, including the insurance premium; and the 
amiual rate of interest that was the equi\'alent of this monthly rate 
Avas 9.51 percent; the conventional annual rate was 9.12 percent, and 
this may properly be read "9.12 percent per annum payable montiily." 
The fina.nce charges in the transaction wdth the highest finance charge 
percentage, 6.96 percent, implied interest on the unpaid balances of 
the cash purchase price of this automobile, including the insurance 

17123:J-
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premium, at tbe rate of 1.05 percent per month; and the annual rate, 
that is the equivalent of this monthly rate, is 13.32 percent; the conven
tional annual rate is 12.60 percent per annum payable monthly. The 
:finance charges in tbe modal subgroup, 6.07 percent, implied interest 
at the rate of 0,92 percent on the unpaid balances of the cash purchase 
prices of these autom.obUes, including tbe insurance premiums; the 
annual rate of interest that is the equivalent of this monthly rate is 
11.59 percent; and the conventional annual rate is 11.04 percent. 
I n like manner, the average finance charge percentage for the entire 
•sample, 6.03 percent, implies interest at the rate of 0,91 percent per 
month on the unpaid balances of the cash purchase prices of all auto
mobUes in the sample, including insurance premiums; the annual rate 
that is the equivalent of this monthly rate is 11,53 percent; and the 
conventional annual rate is 10.92 percent per annum, payable monthly. 
The meaning of the monthlj- rates of interest shown in the foregoing 
table is Ulustrated in the amortization schedule that is presented in 
the followhig table for the entire sample of 133 transactions: . 

'T.^BLE 159.—Amortization schedule, showing, for a group of 133 time sales of new 
passenger cars sold on 12-?nont.h installments by dealers in the North Atlantic 
regions a?id financed by a factory-controlled finance company, how application 
of ihe monthly installments firsl to extinction of the -interest accrued during the 
month and the remainder to reduction of the unpaid cash balance, ihe last inslall-
ment will just extinguish, the unpaid cash balance 

Number of months 

Unpa id 
cash 

balance at 
end of 
month 

Interest 
accmed 
durhig 

month , at 
0.9132 per
cent per 
month 

Instal l 
ment 

payment 
at end of 
month 

Balance of 
installments 

after extinction 
of accrued 

interest applied 
to reduction of 

balance 

Unpaid 
cash 

balance 
remaining 
at end of 
month 

1 S46,097.93 
42,446. 58 
38,7,59.87 
36, 040. 61 
31.287.18 
27,499. 58 
23, 677. 39 
19,820. 30 
1,5, 927. 98 
12. 000.12 
8, 036. 40 
4, 036, 47 

$420.98 
387.62 
363.97 

. 320. 00 
286. 73 
251.14 
216. 24 
181.01 
145.47 
109. 61 
73.40 
36.88 

$4,073.33 
4,073.33 
4, 073, 33 

.. 4, 073, 33 
4, 073, 33 
4, 073. 33 
4,073,33 
4,073.33 
4, 073. 33 
4, 073. 33 
4,073.33 
4, 073. 33 

$3,652.35 
3,085.71 
3,719.36 
3, 753,33 
3, 787. 60 
3, 822.19 
3, 8.57. 09 
3, 892. 32 
3, 927. 86 
3, 963. 72 
3, 999. 93 
4,036. 47 

$42,445. 58 
38,759.87 
35, 040. 51 
31,287.18 
27, 499, 68 
23, 677.39 
19, 820, 30 
15, 927. 98 
12, 000.12 
8, 036. 40 
4, 036. 47 

2 
S46,097.93 
42,446. 58 
38,7,59.87 
36, 040. 61 
31.287.18 
27,499. 58 
23, 677. 39 
19,820. 30 
1,5, 927. 98 
12. 000.12 
8, 036. 40 
4, 036, 47 

$420.98 
387.62 
363.97 

. 320. 00 
286. 73 
251.14 
216. 24 
181.01 
145.47 
109. 61 
73.40 
36.88 

$4,073.33 
4,073.33 
4, 073, 33 

.. 4, 073, 33 
4, 073, 33 
4, 073. 33 
4,073,33 
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4,036. 47 

$42,445. 58 
38,759.87 
35, 040. 51 
31,287.18 
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3, 8.57. 09 
3, 892. 32 
3, 927. 86 
3, 963. 72 
3, 999. 93 
4,036. 47 

$42,445. 58 
38,759.87 
35, 040. 51 
31,287.18 
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36, 040. 61 
31.287.18 
27,499. 58 
23, 677. 39 
19,820. 30 
1,5, 927. 98 
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4,073.33 
4, 073. 33 
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4,073.33 
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4,036. 47 

$42,445. 58 
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4, 073. 33 
4,073,33 
4,073.33 
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3,085.71 
3,719.36 
3, 753,33 
3, 787. 60 
3, 822.19 
3, 8.57. 09 
3, 892. 32 
3, 927. 86 
3, 963. 72 
3, 999. 93 
4,036. 47 

$42,445. 58 
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8, 036. 40 
4, 036. 47 

8 

S46,097.93 
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.. 4, 073, 33 
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3, 927. 86 
3, 963. 72 
3, 999. 93 
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27, 499, 68 
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S46,097.93 
42,446. 58 
38,7,59.87 
36, 040. 61 
31.287.18 
27,499. 58 
23, 677. 39 
19,820. 30 
1,5, 927. 98 
12. 000.12 
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4,036. 47 

$42,445. 58 
38,759.87 
35, 040. 51 
31,287.18 
27, 499, 68 
23, 677.39 
19, 820, 30 
15, 927. 98 
12, 000.12 
8, 036. 40 
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:io 

S46,097.93 
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36, 040. 61 
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23, 677. 39 
19,820. 30 
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12. 000.12 
8, 036. 40 
4, 036, 47 

$420.98 
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27,499. 58 
23, 677. 39 
19,820. 30 
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4,073.33 
4, 073, 33 
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$3,652.35 
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3,719.36 
3, 753,33 
3, 787. 60 
3, 822.19 
3, 8.57. 09 
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3, 927. 86 
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4,036. 47 

$42,445. 58 
38,759.87 
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31,287.18 
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23, 677.39 
19, 820, 30 
15, 927. 98 
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12 

S46,097.93 
42,446. 58 
38,7,59.87 
36, 040. 61 
31.287.18 
27,499. 58 
23, 677. 39 
19,820. 30 
1,5, 927. 98 
12. 000.12 
8, 036. 40 
4, 036, 47 

$420.98 
387.62 
363.97 

. 320. 00 
286. 73 
251.14 
216. 24 
181.01 
145.47 
109. 61 
73.40 
36.88 

$4,073.33 
4,073.33 
4, 073, 33 

.. 4, 073, 33 
4, 073, 33 
4, 073. 33 
4,073,33 
4,073.33 
4, 073. 33 
4, 073. 33 
4,073.33 
4, 073. 33 

$3,652.35 
3,085.71 
3,719.36 
3, 753,33 
3, 787. 60 
3, 822.19 
3, 8.57. 09 
3, 892. 32 
3, 927. 86 
3, 963. 72 
3, 999. 93 
4,036. 47 

$42,445. 58 
38,759.87 
35, 040. 51 
31,287.18 
27, 499, 68 
23, 677.39 
19, 820, 30 
15, 927. 98 
12, 000.12 
8, 036. 40 
4, 036. 47 

T o t a l . . 

S46,097.93 
42,446. 58 
38,7,59.87 
36, 040. 61 
31.287.18 
27,499. 58 
23, 677. 39 
19,820. 30 
1,5, 927. 98 
12. 000.12 
8, 036. 40 
4, 036, 47 

$420.98 
387.62 
363.97 

. 320. 00 
286. 73 
251.14 
216. 24 
181.01 
145.47 
109. 61 
73.40 
36.88 

$4,073.33 
4,073.33 
4, 073, 33 

.. 4, 073, 33 
4, 073, 33 
4, 073. 33 
4,073,33 
4,073.33 
4, 073. 33 
4, 073. 33 
4,073.33 
4, 073. 33 

$3,652.35 
3,085.71 
3,719.36 
3, 753,33 
3, 787. 60 
3, 822.19 
3, 8.57. 09 
3, 892. 32 
3, 927. 86 
3, 963. 72 
3, 999. 93 
4,036. 47 

T o t a l . . 2, 782. 03 48,879. 96 46.097.93 2, 782. 03 48,879. 96 46.097.93 

As shown hi the previous table the total deferred cash purchase 
-price of vehicle and. insurance for these 133 transactions was 
•5)46,097,93, the total finance charges amounted to $2,782,03, the 
^aggregate face amoimt of the purchaser's notes was $48,879,96, and 
tlus was payable in 12 installments of $4,073.33 each. The montlUy 
rate of mterest shown in the previous table was 0,91 percent; more 
-accurately stated i t was 0.9132 percent. The original deferred cash 
purchase price of $46,097,93 is sbown in the amortization schedule as 
the first amount appearing in column 2, and constitutes the impaid 
•cash balance at the beginning of the first month. The a.mount of each 
monthly installment is showm in column 4. 

Taking line 1 of tbe amortization schedule, 1 month's interest on the 
•original deferred cash purchase price of $46,097.93 at 0.9132 percent 
is $420.98, as sho-wn on tbe first hne in column 3. After application 
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of the first installment of $4,073.33, as shnwii on the first line in column 
4, to the extinction of the accrued interest, the remainder of this 
installment is $3,652.35, as shown on the first line in column 5. This 
remainder is applied to the reduction of the unpaid cash purchase price 
at the beginning of the first month, $46,097.93, and reduces the unpaid 
cash purchase price to $42,445.58, as sho-wn on the first line in column 6 
and on tlie secoiid line in column 2. 

'Taking this second line, the interest on $42,445,58, the balance of 
the deferred cash pmchase price at the beghming of the second month, 
at the rate of 0.9132 percent per month, is $387.62, as shown on the 
second line in column 3. The application of the second installment 
of $4,073,33, payable at the end of the second month, to the extinction 
of this accrued interest leaves a remainder of that installment amount
ing to $3,685,71, as shown on.lme 2 ui the fifth column: This amount is 
applied to the further reduction of the deferred cash purchase price 
and reduces the balance of that deferred cash purchase price to 
$38,759.87, as shown on line 2 in column 6 and on line 3 hi column 2, 

This process is repeated month by month. By the end of the 
eleventh month, the balance of the deferred casb purchase price is 
reduced to $4,036.47, wliich is the balance shown on line 12 in column 2 
as the balance the beginning of the twelfth month, Intftvest on this 
balance at the s&me rate during the twelfth month amounts to $38.86, 
as shown on Una 12 in column 3. The application of the last instaU
ment of $4,073.33 to the extinction of tliis accrued interest leaves a 
bala.nce of that installment of $4,036.47, as sbown on line 12 hi column 
5; and this balance just equals the balance of the unpaid cash pur
chase price at tlie beginning of that month as shown, in column 2, so 
that the application of the one to the other reduces the unpaid cash 
purchase price to ni l at the end of the twelfth month as shown in 
column 6 on line 12. The sum of the 12 installinents of $4,073.33 
each is $48,879,96, which was the original amount of the purcha.sers' 
installment notes. The sum of the amounts of interest shown in 
column 3 is $2,7.82.03; which was the amount of the finance charges on 
these transactions. Finally the sum of the amounts in coluiim 5 is 
$46,097.93, which w'as the amoimt of the original deferred cash pur
chase price of the velncles and insurance. 

The processes gone through month by month, the results of wluch 
are embodied in the above-presented amortization schedule, illustrate 
the meaning of a monthlj^ rate of interest as a rate applied to diminish
ing balances of unpaid cash purchase prices. 

The annual rate of mterest implied in the finance charges represents 
the interest on $1 compoimded monthly at the montlUy rate for 12 
months. At 0.9132 percent per month the amount of $1 for 1 month 
is $1.009132, and the amount of $1 for 12 months at the same rate 
compounded monthly is $1,1153. The compound interest on $1 for 
12 months is thus 11.53 cents, and, expressed as a rate of interest per 
annum, payable all at the eiicl of the j'̂ ear, is 11.53 percent, 

Tbe reason ior compcu-ndhig the interes,t at the monthly rate in 
order to obtain the a.nnual rate is that the payment of interest in 
amounts of $0.91 fit the end of each month on a debt, the principal 
amount of which is $100, represents a higher rate of interest per amium 
than the payment of $10.92 of interest (12 times the monthly amount 
of $0.91) all at the expiration of the ye&r. Most of the burden of 
paying the mterest falls upon the debtor much earlier than the expira-
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tion of the year, and most of the benefit derived from receipt of the 
interest money is obtained by the creditor much earlier than the expha
tion of the j^ear. Also, the processes embodied in the amortization 
schedule presented above imply the compounding of interest monthly 
at the montlUy rate.^ 

Hovrever, for the benefit of many who may object to this com-
poundhig process, the annual rates are also stated in the conventional 
form. The conventional annual rate corresponding to a monthly 
rate of 0.91 percent is 10.92 percent, which is 12 times the monthly 
rate. I t is to be borne in mind, however, that this conventional 
annual rate is merely a conventional way of stating that the actual 
time unit is the month and that the actual rate is 0,91 percent per 
month. 

Rounding off -interest rates for presentation,—The monthly rate of 
uiterest applied in the amortization schedule presented above was 
0.9132 percent, a rate carried out to four decimals in the percentage 
or six decimals as a multiplier. The interest rate, carried out to this 
degree of accuracy, was used in the illustrative amortization schedule 
for the purpose of making sure that the balance of the deferred cash 
purchase price would be reduced to exactly nil by the exphation of 
the installment contract; a rate rounded oft' to the nearest hundredth 
of 1 percent, such as the rate of 0.91 percent shown hi the precedhig 
table, would not bave reduced this balance exactly to nil . I n pre
senting these rates, however, i t is not practical to state them with such 
a degree of accuracy: Kates stated accurately to one ten-thousandth 
of 1 percent, such as the rate, 0.9132 percent, are less readily compre
hended tha,n the less accurately stated rates, rounded oft at the nearest 
hundredth of 1 percent, such as the rate, 0,91 percent. Nor is i t 
practical, on account of the time and expense involved, to compute 
all monthly rates so accurately as to bring the lialance of the deferred 
cash purchase price exactly to nil by the end of the period. The ra.tes 
were computed so that the error would be less than one-tenth of 1 
percent of the finance charges; and the rates computed to that degree 
of accuracy have been rounded off at the nearest hundredth of 1 
percent for the purpose of presentation. 

Thus the finance charges, aggregating $2,782,03, paid by the pur
chasers of these 133 new passenger cars represented the equivalent 
of mterest at the rate of 0,91 percent per month or 11.53 percent per 
annum on the deferred cash purchase price of the vehicles and insur
ance amounting to $46,097.93. That is, if the purchasers of these 
new passenger cars had paid for the cars and the insurance in ful l iu 
cash at the time of their purchase, the total amount tliej'- would have 
had to pay was $108,358.70; ^ and the additional $2,782,03 actually 
paid by them was paid for the privilege of buying these cars on 12 
months' time, and this was equivalent to paying interest at the rates 
named. This is not to be interpreted, however, as meaning that the 
finance companies netted profits at these rates. Of the total finance 
charge of $2,782.03, $548.67 was paid eventually to the dealers from 
whom the finance company purchased the contracts as "dealers' loss 
reserves." Of the total, only $2,233,36 was retained by the fhiance 
companj^ to cover its operatmg expenses and to provide i t with 
profit; and of this amount, a considerable portion was consumed i n 
operating expenses—in the process of making the credit investigation, 

1 For discussion of this subject, see appendix 3. 
! Instead of $111,140.73. 
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of preparing booklets of installment coupons sent to the purchasers 
of the cars to show them the dates on which the installments were 
payable a.nd the amounts of the installments, in providing'second and 
thii'd notices to be mailed to the purchasers of these cars in case they 
became delinquent in the paj-ment of any installment, and in the book
keeping processes of setting up the accounts originally ancl of making 
•credits to the accounts as payment of mstallments was received. 
The net profit to the finance company on the total capital employed 
i n its business in 1937 was 5.56 percent as compared with the 11.53 
percent equivalent annual rate paid by the ])urchasers of these cars 
and of other equivalent aimual rates paid by the purchasers of other 
vehicles, the deferred-payment sales of which were financed by tins 
company in 1938. Such facts should be borne in mind in connection 
wdth the interpretation of the rates of interest shown in mry of the 
tables presented in these chapters dealing with the financmg of 
motor-vehicle sales. 

SECTION 2, RESXIIVIE OF AVERAGE COSTS OP INSTALLMENT PUR
CHASING, AND NOTEWORTHY FEATURES OE INSTALLMENT SELLING, 
OF MOTOR VEHICLES. 

Introduction.—In sections 3 to 7, foUowh).g, are presented in con
siderable detail a great mass of data pertainuig to numerous samples 
of transactions in which motor velucles were sold on mstallments hi 
24 regions in the eastern half of the Umted States. These trans
actions involved the sale of new passenger ca.rs, of new trucks, and of 
used passenger cars. The transactions wei'e classified not only in 
tbis maimer, but wdth reference to the duration of the contract, 
12 months, 18 months, and 24 months. Some of tbese transactions 
were fina.nced by tlie factory-controlled finance companj^, some by 
the factory-preferred finance companies, and some by independent 
fhiance conipanies; and the data for the transactions have been 
classified and presented accordingly. 

An important purpose to be served by this phase of this investi
gation was to show how much extra i t costs the automobile-purchasing 
public to buy motor vehicles on mstallments instea.d of payhig for 
them in fiUl at the dates of the transactions. Not only has Hie pre
sentation of the data accomplished this purpose, but several other 
important features of installment selling and of the financmg of 
insta.Ument sales have been brought out in the illustrations. I t has 
disclosed the effects of the dociiineiitary stamp taxes in Indiana and 
certain other States, and the effects of the large notary fees that are 
prevalent under the peculiar notaries public system in Louisiana. 
I t has disclosed the practices by many dealers of "packing" the 
finance charges, i . e,, of making arbitrary additions, for no extra 
sei'vice rendered, to the finance charges as determined by the rate 
charts furnished these dealers by the finance companies. I t has 
disclosed the importance to car purchasers who buy on instalhnents 
of examinhig very carefully and hi detaU tbe total cha.rges added by 
the vendmg dealer to the cash purchase prices of the caTs—examin
ation to make sure that the dealer applies tlie correct finance rate 
chart and that he does not recover the allowance made for the used 
car traded in by making additions to the correct finance charges; 
examination to make sure that the car purchaser obtahis the fu l l 
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insurance protection for which he is charged hi tbe total charges 
added to the cash purchase price. 

I n the foUnwing sections, the data for the transactions that occurred 
in 1935 are presented by classes of motor vehicles (new passenger cars, 
new trucks, and used cars), by duration of contract, and by class of 
finance company that financed the transactions. Due to the fact 
that the so-called 6-percent plan was in effect throughout 1936, 1937, 
and 1938, a,nd the results were about tbe same for tbe respective classes 
of finance company in the 3 years, the sample data for those 3 years 
bave been combined for purpose of presentation in this text, although 
the data for the respective years and discussion thereof are presented 
in appendix 4 to this report. The data so presented m the appendix 
are also siibclassified by divisions of the eastern half of the United 
States—North Atlantic, South Atlantic, North Central, and South 
Central. Furthermore, the data for the samples of tra.nsactioiis that 
occurred in 1935 are also presented in this appendix, these data also 
being subdivided according to tbese four divisions. Inasmuch as the 
presentation of this great mass of data, even when so condensed, oc
cupies a la.rge amount of text, i t is thought deshable to summarize the 
important results in brief space in this section. 

Summa.ry of new -passenger cars sold on installments in 1938.—Table 
160 presents the aggregate data and the results for 2,108 transactions' 
in which new passenger cars were sold on 12-iiiontli installments, for 
3,893 transactions in wbich new passenger cars were sold on IS-iiioiith 
installments, and for 1,954 transactions in which new passenger cars 
were sold on 24-inoiitli installments, by dealers in the eastern half of 
tbe United States in 1938. 
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The 2,108 transactions hi which new passenger cars were sold on 
12-nioiith mstallments, data for which are presented hi the above 
table, represented an aggregate cash sale price of $2,130,419.06. The 
3,893 transactions in which new passenger cars were sold on '18-moiith 
installments represen ted an aggregate cash sale price of S3,853,796.44, 
and the 1,954 transactions in which the dealers sold new î assenger 
cars on 24-month mstallments represented an aggregate cash sale 
price of $1,909,517,92. 

Referring to the transactions hi wliich the new passenger cars were 
sold on 12-montli installments, the fi.nance charges in the 427 trans
actions that were financed by the factory-controlled finance coinpany 
averaged 6.14 percent of the total deferred cash purchase prices of 
these automobiles, mcluding the insurance premiums; the lUve charges 
in the 803 transactions that were financed by the factory-preferred 
fhiance companies averaged 6.43 percent; and .the finance charges in 
the 878 transactions that were financed by tbe indep6.ndent finance 
companies averaged 6.77 percent. These finance charge percentages 
are to be compared with the normal 6 percent for 12-nionth installment 
contracts under the 6-percent plan, which was in effect m 1938, and 
also hi 1936 and 1937. I t wil l be observed that all three of these 
finance charge percentages exceeded the normal somewhat. 

Referring to the first of these three groups of 12-month hista.llment 
contracts, finance charges amounting to $12,498.85 added to the total 
deferred cash purchase prices of these automobUes, including the in
surance premiums, aggregatmg $203,679.30, implied the payment of 
interest by these car purchasers at 1;he average rate of 0.93 percent 
per month on the unpaid balances of the cash purchase prices of 
their vehicles, or at the average rate of 11.73 percent per annum. I n 
the second group, the finance charges aggregating $24,516,05 on the 
total deferred cash purchase prices of these automobUes aggregatmg 
$381,559.46 implied mterest paid by these car purcha.sers at the aver
age rate of 0,97 percent per month on the unpaid balances of the 
cash purchase prices of their vehicles, or at the average rate of 12,30 
percent per amium. In tbe third group of transactions, the finance 
charges totaling $27,874.53 on the total deferred cash purchase prices 
of these automobiles aggregating $411,403.45 implied interest paid by 
these car purchasers at tbe average rate of 1,01 percent per month, 
or 12,99 percent per annum. 

Coming to the tra.nsactioiis in which the dealers sold the new pas
senger cars on IS-niontli installments, the finance charges hi the 
569 transactions that were financed by the factoiy-controlled finance 
company averaged 8.98 percent of the total deferred cash purchase 
prices of these automobUes, including the hisurance premiums; the 
like charges in the 1,664 transactions that were financed by the 
factory-preferred finance companies averaged 9.24 percent; and the 
finance charges m the 1,660 transactions that were financed by the 
independent finance conipanies averaged 10.02 percent. These finance 
charge percentages are to be compared with the normal 9 percent for 
l8-montli hista.llment contracts imder the 6-percent plan; a.nd i t wUl 
be observed that two of these average finance charge percentages ex
ceeded that normal, whUe one of them fell shghtly below i t . 

The finance charges totaling 333,908.10 on the total deferred cash 
purchase prices of the automobUes, including insura,nce premiums, 
aggregating $377,765.85 in the transactions fbianced by the factory-
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controlled finance companj' implied mterest paid by these car pur
chasers at the average rate of 0.92 percent per month, or 11.63 percent 
per annum, on the unpaid balances of the cash purchase prices of 
these vehicles. In the transactions fhianced by the factory-preferred 
finance companies, the finance charges totaling $94,382.78 on the 
total deferred cash purchase prices of these automobUes aggregating 
$1,022,007.14 iniphed interest paid bj^ these car purchasers at the 
average rate of 0.95 percent per month, or 11.97 percent per annum, 
on the unpaid balances of the cash purchase prices of these vehicles. 
And, in the transactions fina.nced by the independent finance com
panies, the finance charges totaling $95,079.13 on the total deferred 
cash purchase prices of these automobiles aggregating $948,832.79 
implied interest paid by these car purchasers at the average rate of 
1,03 percent per month, or 13.02 percent per annum. 

Coming to the tra.nsactioiis in which the dealers sold the new pas
senger cars on 24-iiionth installments, the finance charges totaling 
$10,442.78 on total deferred cash purchase prices aggregating 
$86,930.49 hi the transactions financed by the factory-controUecl 
finance compa,ny implied Uie pajanent by the car purchasers of in
terest at the rate of 0.93 percent per month, or 11.73 percent per 
annum, on the unpaid balances of the cash purchase prices of these 
automobiles, including the insurance premiums. I n the transactions 
financed by the factoiy-preferred finance conipanies, the finance 
charges totaling $77,340,28 on the total deferred cash purchase prices 
aggregating $635,114,53 imphed interest paid by these car purchasers 
at the average rate of 0.94 percent per month, or 11.89 percent per 
annum. In the transactions financed by the independent finance 
coinpa.nies, the fhiance charges totahng $76,388.14 on the total deferred 
cash purchase prices aggregating $621,624.50 implied tlie payment by 
the car purchasers of interest at the average rate of 0.95 percent per 
month, or 12 percent per annum, on the unpaid balances of the cash 
purchase prices of these automobiles, including the hisurance 
premiums. 

The costs of purchasing these new passenger cars on the installment 
plan. are best expressed by the rates of interest that were implied in 
the finance charges. I t will be observed that hi no group of trans
actions was the average rate of .interest less than. 0.92 percent per 
month, or 11.63 percent per aimmn. The lughest average for a,ny 
group was 1.03 percent per month, or 13,02 percent per amium. 
However, these are only the average results of numerous transactions, 
the interest rates implied m wluch varied over a considei'able ra.nge 
both below and above these averages. The reasons for these varia
tions are brought out and iUustrated in the subsequent sections of 
this report in numerous discussions of transactions with the mmimum 
and with the maximum fhiance charge percentages. 

I t wil l be observed that, whether the automobiles were sold on 12 
months', 18 months', or 24 months' time, the lowest average fina.nce 
charge percentages and the lowest average rates of imphed mterest 
pertained to the transactions that were fina.nced by the factory-
controlled finance companies.. Next came the transactions that were 
financed bj^ the factory-preferred finance companies. The highest 
average fhiance charge percentages a.nd the greatest average rates of 
imphed interest were associated with the transactions that were 
Ihia.nced by the independent finance companies. Tbe reasons for 
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these relationsMps were as follows: I n conducting its relations with 
the dealers from whom i t purchased these installment contracts the 
factoiy-controUed finance company acted in the interest.of the manu
facturer, i . e., to keep the differential between the time price and the 
cash price of the autoinobile in each transaction down to the mhhmum 
provided by the rate chart furnished by i t to the dealer. This kept 
the time price of the automobile relatively low; and this was in the 
interest of the manufacturer in that, other thhigs being equal, a 
relatively low time price had the tendency to maximize the retail sales 
of the products of the manufacturer and, thereby'-, to maximize the 
manufacturer's sales and to obtain for the manufacturer the economies 
incident to the maximum volume of production. 

To this end additions made by the vending dealer to the regular 
finance charges, as provided by the rate chart, were rigorously dis
allowed by the finance coinpany and were credited to the car pia-
chasers' installment contracts, unless these additions represented 
recording fees, notary fees, and the like that were paid by the vending 
dealers and that, naturaUy, should be reimbursed to them. However, 
if a dealer, in the process of determmhig the total charges to be added 
to the cash purcliase price of the vehicle in order to determine the 
time price and the amount of the purchaser's installment contract, 
made an error whereby the amount of the charges so detennined was 
less than those provided by application of the rate charts, i t was not 
practicable to go back to the car purchaser and rectify the error, and 
the dealer suffered the consequences in the amount of the check from 
the finance company for the installment contract, • The natural effect 
of this course was to produce finance charges that averaged less than 
the normal 6, 9, or 12 percent for transactions of 12, 18, and 24 
months' duration, respectively. However, the "territorial charges" 
charts furnished the dealers for the purpose of determining the amounts 
of the insurance premiums based these charges on the average pre
miums for the respective styles of car body in tbe respective regions. 
So that, in any particular transaction, the amount of tbe actual in
surance premium was usually a little more ora little less than the amount 
provided by application of the territorial charges chart. I t appears 
that in the l2-montli and 24-niont.li transactions that were included 
in these samples the territorial charges averaged slightly more than 
the actual insurance premiums, the excess inuring to the benefit of 
the finance compa,ny and producing average finance charge percent
ages that were slightly above the normal 6 and 12 percent ; Avhereas, 
in the transactions composing the 18-montli sample, the actual insur
ance premiums exceeded slightly the territorial charges, and the defi
ciency was made up out of the provided fina.nce charges, resulting 
in an average finance charge percentage tbat was slightly below the 
normal 9 percent. 

To a considera.ble extent the factory-preferred finance companies 
also administered their relations with the dealers in the interests of 
the manufacturers that accorded them the preferences. However, 
one of these finance companies put certain large and unportant dealers 
on a preferred-dealer list and furnished tbese dealers with two sets 
of rate charts—one based on tbe 6-percent finance charge rate, the 
other based on a higher rate of finance charge. These dealers, when 
in their judgment they could do so, used the rate charts based on the 
higher rates of finance charge for the purpose of determining the 
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amount of charges to be imposed upon the car purchaser; but, m de
termining the amoimt of the discount at which such installment con
tracts were to be sold to the finance company, they used the rate 
chart based on the lower rate of charge. I n this manner the vending 
dealers were enabled to "pack" the finance charges to a limited extent, 
these "packs" usuaUy bemg concea,led m the amounts allowed these 
dealers as loss reserves. Furthermore, certa,in of the factoiy-preferred 
finance companies financed installment sales of cars not made by the 
manufacturing companies with whom they had tho preferential ar
rangements and, in these cases, the vending dealers were allowed even 
greater latitude in the process of "pacldng" the finance charges. I n 
consequence, the finance charges and the implied interest rates in the 
samples of transactions ob1;amed from these finance companies aver
aged somewhat higher than in the samples of transactions obtained 
from the factory-controlled finance company. The independent 
finance conipanies, enjoying no preferential arrangements with the 
manufacturers and not having the same incentives to act in the in
terest of the manufacturers, but, on the other hand, finding them
selves imder the necessity of oft'ering some financial inducement to 
dealers to fhiance througli them rather tlian through their factory-
controlled and factorj'-preferred competitors, allowed the vending 
dealers even greater opportunities to "pack" the regular finance 
charges. The natural eft'ect of this was that the finance chai-ges and 
the rates of mterest implied therein, in the samples of transactions 
obtained from these finance companies were even higher, on the aver
age, than those in the samples obtained from the factory-preferred 
finance companies. 

I n addition to the causes of variations in finance charge rates, and 
in the rates of interest implied in them mentioned above, dealers have 
in some cases been supplied with rate charts based on lower rates of 
finance charge to be used bj"- them, when necessitated by the keen
ness of competition, in determining tlie finance charges in transac
tions involving high-priced cars, such as tbe Cadillac. In Louisiana, 
where there is a limited number of notaries public appointed for life, 
the regular finance charges are usually augmented to the extent of 
$10 or more for a iiota.iy fee of such magnitude imposed by a notary 
public. 

Another cause of finance charges considerably in excess of the iior-
inal rate oiDcrates frequently in transactions in which the hisurance 
on the automobUe is not placed through the finance company but is 
placed by the dealer direct or by the car purchaser. The finance com
panies require that the motor vehicles that constitute the security 
for payment of tbe installment contracts purchased by them be in
sured against loss through fire, theft, mcidental damages, and through 
collision or upset. The collision and upset coverage usually exempts 
the insurance company for liabUity except for damage in excess of 
$50 in the case of cars in the low-priced class, $75 in the case of cars 
in the intermediate-priced class, and $100 in the case of cars in the 
high-priced class. CustomarUy, the damages, in case of loss, are m.ade 
payable to the car owner or to the vending dealer or to the finance 
company according to interest at the time of the loss. General Motors 
Acceptance Corporation places the insurance with General Exchange 
Insurance Corporation, an affiliated hisurance company controlled by 
General Motors Corporation. 
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A few of the other finance companies organized subsidia.ry insurance 

companies. Practically all of the other finance conipanies have en
tered into contractual relationships with independent insurance com
panies whereby they are allowed certain designated percentages of 
the retail insurance premiums as commissions for bringing such 
business to these insurance companies. Customarily, these commis
sion percentages are adjusted from time to time on the basis of the 
insura.nce company's loss experience in connection with the business 
furnished by the particular finance company; and these commissions 
range as high as 52 percent or more of the retail uisurance premium. 
I n consequence, the commissions on such insurance constitute a very 
important part of the income of these finance companies. The vice 
president of a certain finance compa.iw stated to an examiner for this 
Commission that the profit of the finance business was in the insur
ance. I n consequence, when a dealer or a car purchaser places the 
hisurance elsewhere than through the finance company, the deduc
tion from the total charges made by the latter to represent this fact 
often consists only of the cost of the insurance to the finance com
pany, not the entire retail premium. I n this maimer the finance 
company's commission on the insurance that i t did not write becomes 
incorporated in. the finance charge. I t goes without saying, of course, 
that in these cases the ca.r purchaser pa.ys for something that he does 
not receive; a.nd the finance charge percentage in such a transaction 
is naturally considerably greater than the normal. 

Results for prior yearns.—The data presented in the foregoing part 
of this section pertained to new passenger cars sold on 12, 18, and 24 
month's time in 1938. I f similar data were presented for new trucks 
sold on installments in 1938 the results would be about the same as 
those sho^vn for new passenger cars. The same is true of the results 
for transactions in which new passenger cars and new trucks were 
sold on installments in 1936 and 1937. 

For transactions in 1935, however, the results would be dift'erent. 
I n section 2 of the preceding chapter, the results were presented for 
new passenger cars sold on 12-month installments in 1935, these 
results being summarized separately for transactions in the North 
Atlantic, the South Atlantic, the 'North Central, and the South 
Central regions. The data obtained from the independent and the 
factory-preferred finance conipanies for 1935 related to transactions 
that occurred in April , May, and Jmie of that year. The data ob
tained^ from the factory-controlled finance company covered its 
operations during the entire year. However, in the autumn of 1935, 
the factory-controlled finance company put into effect the so-caUed 
6-percent plan, pursuant to which the amount of the basic finance 
charge was to be one-half of 1 percent of the total deferred cash 
purchase price of the autoinobile, including the insurance premium, 
taken as many times as there were months in the duration of install
ment contract; and the data obtained from this company have been 

ifll divided into two groups, namely, transactions that occurred and were 
[ii financed before the 6-percent plan was put into effect and trans-

actions that occurred and were financed after the plan went into-
efl'ect. The efl'ect of this change was to reduce the finance charges in 
transactions financed by this company about one-fourth. For 
example, the average finance charge in 12-montli contracts financed 
by this company before the 6-percent plan went into operation was 
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7.87 percent in North Atlantic regions as compared with 5,98 percent 
after the plan went into operation. For South Atlantic regions the 
corresponding averages were 8.18 percent before and 6.04 percent 
after; for North Central regions, the corresponding percentages were 
7,97 percent and 6 percent, respectively; and for South Central 
regions they were 8 percent and 7.71 percent, respective^. 

As compa.red with an average finance charge of 7.87 percent in 12-
nionth installment contracts fina.nced by the factor3'--coiitrolled 
finance company in that part of 1935 before the 6-percent plan was 
put into effect, the finance charges in sinhlar transactions financed by 
the independent finance companies averaged 9.27 percent, and in the 
transactions financed by the factory-preferi'ed finance companies 
averaged 9.49 percent. I n comparison with the average finance 
charge of 8,18 percent in 12-moiith installment contracts in South 
Atlantic regions, financed by the factory-controlled finance coinpany 
in the forepart of 1935, the finance charges in the transactions 
financed by the independent finance companies averaged 8.89 percent, 
and in the transactions financed by the factory-pi-eferred finance 
companies averaged 9.64 . percent. I n North Central regions in 
1935, in comparison with fina.iice charges averaging 7.97 percent in 
transactions financed by the factory-controlled finance company, the 
finance charges in the transactions financed by the independent 
finance companies averaged 10,67 percent, and the charges in the 
transactions financed by the factory-preferred financed companies 
averaged 9.25 percent. 

Comparison of the average finance charge percentages just stated 
with the average finance charge percentages pertaining to 12-month 
installment contracts in 1938, as shown in the table under the preced
ing paragraph heading, shows that the rates of finance charge were 
much lower in 1938 than in the forepart of 1935. The mterest rates 
implied in the finance cha.rges in 1938 were also correspondingly 
lower than those imphed in the finance charges in the forepart of 1935. 
The interest rates pertaining to the transactions in 1935 are showi in 
section 2 of the precedhig chapter, and reference is made to that 
presentation for details as to the magnitudes of those rates. 

Comparison of methods and rates of financing tim.e sales of motor 
vehicles and farm machiiiery.—It was sbown in chapter X V I I and 
other chapters of this report that a.utomobile ma.nufacturers receive 
cash for their motor vehicles before they leave the factory on their 
way to distributors or retail dealers. These distributors and dealers 
finance their purchases through other channels, usually so-called 
finance companies, and General Motors Corporation is the only 
manufacturer that even indirectly extends tins credit and that only 
to distributors and dealers who finance with its c(mtrolled finance 
coinpany. 

I n contrast with this practice, tbe farm implement and machinery 
manufactuxers, as shown in this Commission's report on the agricul
tural implement and machinery industrj^, sold their products to retail 
dealers on credit of many months' duration, requiring them to settle 
wi th the manufacturer only as they resold these iinplenients and 
machines one by one excepting those not sold by fixed settlement 
dates determined according to the dates by which the farmers wUl 
have completed their purchases during the yeai' of the respective 
classes of implements and machines, allowing them cash discounts 



966 FEDERAL TRADE COMMISSION 

for settlement in cash instead of by remitting farmers' notes and even 
extending the credit period a whole year—subject to the same dis
counts—on a specified proportion of the respective implements and 
machines remaining in the dealer's possession unsold at the specified 
settlement dates. 

Like the purchasers of automobUes on time, farmers priichasing 
expensive International Harvester macliines during the year, Decem
ber 9, 1936, to December 1, 1937, were offered tbe option of pajdng in 
12 or 18 equal installments, the interest and other finance charges 
being included in the installments. The great bulk of time sales of 
these and other makes, however, was effected on interest-bearing 
notes, the maturities and amounts of which were fixed according to 
tbe farmer's expectations as to the dates by which he would have 
rea,lized cash for his respective crops and the amounts to be realized 
by those respective dates—a separate interest-bearing note for each 
maturity date. And if the vending dealer desired to settle for a 
machine by remitting the purchasing farmer's notes, and the manu
facturer deemed the farmer's credit and the amounts and maturity 
dates to be satisfactory, the manufacturer accepted these notes at 
their face value, or the non-interest bearing installment notes at their 
discounted value, in settlement with tbe dealer—usually without 
recourse to the latter in case of default by the farmer. Thus, the 
manufacturer not only financed the dealer's wholesale purchases but 
also his credit sales at retail. 

I n these time sales of farm machinery to farmers on the latter's 
interest-bearing notes, the rate of interest before maturity was usually 
6 or 7 percent per annum, as compared to tbe averages of 11 )̂  percent 
or more shown in the above-presented sainples of transactions in 
which automobUes were paid for in insta,Uments. FurtheiTnore, the 
farmer's base did not customarily include insurance premiums, al
though i t did include investigational charges and recording fees. 
Also the interest in 12-month installment contracts fhianced hy Inter
national Harvester Co, in 1937, which averaged 6.95 percent per an
num, was equivalent to a finance charge of only 3,678 percent,^ as 
compared with finance charges averaging 6.14 percent, 6.43 percent, 
and 6.77 percent in samples of 12-montli automobile installment 
contracts financed in the spring of 1938 by the factory-controlled, 
the factory-preferred and the independent finance companies, re
spectivelj*. 

SECTION 3, COST OF PTJUCHASING N E W PASSENGER CARS ON INSTALL
MENTS IN 1935 

Introduction,—This section presents the data pertaining to samples 
of transactions in which new passenger cars were sold in 1935 bj^ 
dealers in 24 regions in the eastern half of the United States. The 
next section presents data with reference to similar samples in which 
new passenger cars were sold on installments by dealers in the same 
24 regions in 1936, 1937, and 1938. This clivision, in presentation of 
data, between 1935, on tbe one hand, and 1936 to 1938, inclusive, on 
the other hand, is made advisable because of a change in finance 
rates made by General Motors Acceptance Corporation in the autumn 
of 1935. Tliis change constituted a substantial reduction in finance 

2 Federal Trade Commission, Report on the Agricultural Implement and Mac-binery Industry, p, 450. 
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charge rates. The samples of transactions obtained from the records 
of General Motors Acceptance Corporation included transactions 
financed in eveiy month in 1935; ancl, therefore, they included trans
actions financed by this companj- before this change was made and 
also transactions that were financed after the change. The samples 
obtained from the other finance companies of transactions financed 
in 1935, however, included only transactions financed during April , 
May, and June, The results of these samples are, therefore, properlj^ 
comparable only with the results from samples of transactions financed 
bj^ General Motors Acceptance Corporation before tbe change was 
made. 

Tbe reduction in finance-charge fates made b j ' General Motors 
Acceptance Corporation in the autumn of 1935, together with the 
instructions furnished car purchasers whereby thej'' could compute 
the finance charges foi' themselves and thereby prevent the vending 
dealers from inserting overcharges, or "packs," into the regular 
finance charges provided by the finance companj^'s rate charts, con
stituted an important competitive move by General Motors Corpora
tion and its controlled General Motore Acceptance Corporation. As 
soon as the other principal finance companies could prepare the rate 
charts and the advertising material, they also reduced their rates of 
finance charge to meet tlie reduction made by General Motors Ac
ceptance Corporation ; and bj^ the spring of 1936, practical^ the entire 
industry of financing installment sales of motor vehicles was on the 
so-called 6-perceiit basis. Furthermore, the industiy continued on |!f 
this basis through the remainder of the period covered by this in
vestigation, namely, 1937'and tbe first half of 1938. I n consequence, 
for purpose of presentation in tbe ma.in text of this report, i t has been 
possible to consolidate the data obtained in samples of transactions 
financed in 1936, 1937, and 1938, And this has been done for the 
purpose of presenting these data in relatively small space. 

I n the original draft of this chapter, the sample data obtained 
were presented separately for each of the years 1935 to 1938, inclu
sive. Not oiUj' so, but they were grouped bj^ four groups of regions. 
North Atlantic, South Atlantic, North Central, and South Central; 
and the data pertaining to the transactions in each of these four 
groups were presented separatelj'. The resulting draft was entirely 
too voluminous, however; and for presentation in the main text of 
this chapter, the data were consolidated by eliminating the separate 
presentation for these respective groups of regions and bj'' consoli
dating the data for 1936,1937, and 1938. However, the original draft 
showed ma.ny interesting variations in results and practices from 
region to region, and contained discussions of numerous specific trans
actions that Ulustrated many interesting variations in practices in 
financing installment sales of motor vehicles, Consequentlj^, the 
original draft of the sections that presented and discussed these data 
in the greater detaU is presented in appendix 4 to this report. 

The samples for 1935 included 5,939 transactions in which new cars 
were sold on installments. Of these, 3,232 transactions were financed 
by the factory-controlled finance company, 1,510 were financed by 
factory-preferred finance companies, and 1,197 transactions were 
fina.nced by independent fina.nce companies. Of these 5,939 trans
actions, 2,139 involved the sale of new passenger cars on 12-month 
installments, 3,480 on 18-inonth installments, and 320 transactions 
involved the sale of new passenger cars on 24-niontli installments. 
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Cost of purchasing new piassenger automobiles on 12-m.onth install-
me-nts in 1935,—Of the 2,139 transactions included in the sample in 
which new passenger cars were sold on 12-month installments in 
1935, 1,136 were financed by tbe factorj-controUed finance company, 
556 bj^ the factory-preferred finance companies, and 447 transactions 
were financed by independent finance companies. Table 161 presents 
the data obtained with reference to these 2,139 transactions. 

TABLE 161,—Cash purchase prices, retail insurance pre?niums, down payments, 
total deferred cash -purchase prices, finance cha.rges, total time prices, amounts of 
installment notes, percentages of finance charges to deferred cash purchase price, 
and rates of interesi implied -in finance charges for -new passenger cars sold on 
IS-m-onlh installments by dealers in the United States a7i.d financed by independent, 
factory-preferred, a^id factory-controlled finance companies MI 1935 

Number of transactions 

Cash purchase price of vehicle 
as delivered.--.--

Retail insurance premium.. 

Total cash purchase 
price of vehicle and 
insurance 

Do-wn payment, including 
allowance for used car trad
ed in 

Total deferred cash pur
chase price of vehicle 
and insurance 

Finance charges: 
Finance company's pro

vision for expenses and 
profit 

Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regu

lar finance charge 

Total finance charge.... 

Face amount of purchaser's 
obligation, payable in equal 
monthly installments. 

Total time price of vehi
cle and insurance 

Percentage to total deferred 
cash purehase price of— 

Finance company's pro
vision for expense and 
profit 

Dealer's loss reserve . . 
Dealer's bonus.. 
Dealer's addition to regu

lar finance charge 

Total finance charge 
Bate of interest implied iu 

total finance charge: 
Per month 
Fquivalent annual rate 

(compounded montiily) 
Conventional annual rate 

(12 times monthlv rate) 

Inde
pendent 
finance 

companies 

.$380, S02.11 
10,297,41 

361,099,82 

199, 300.11 

191, 799, 71 

14, 533. 78 
1, 113,29 
3, 000. 34 

435. 62 

19,082.93 

210, 882. 81 

410, 182. 75 

Percent 
7. .58 
.68 

1.56 

.23 

9. 95 

1.49 

16.42 

17,88 

Factory-
preferred 
finance 
com 

Panics 

$479,107,45 
13,068.86 

492,176, 31 

245, 891. 63 

216, 2S4. 

17,123. 93 
5, 6U9. 4G 

26. 99 

23, 051, 70 

269, 336. 3S 

515,288.01 

Percent 
6. 65 
2. 28 
.01 

,12 

9.30 

1.40 

18.21 

16.80 

Factory-controlled finance company 

Pro-6 
percent plan 

total 
sample 

896 

$076,339.84 
25, 092.78 

1, 002, 032, 62 

500, 695. 77 

601, 336. 85 148, 343. 

6-percent 
plan total 

sample 

240 

$283, 557, 76 
7,197.00 

290, 754. 75 

142,405.79 

31, 654.17 
6,396.22 

26. 45 

37, 970.84 

539, 313. 

1,040, 009, • 

Percent 
6.29 
1.28 

.01 

7. 58 

1.14 

14. 59 

13.68 

7, 209. 93 
1, 732. 05 

8, 978,88 

157, 327, 84 

299, 733, 63 

Percent 
4.86 
1.17 

.02 

6. 05 

.92 

11.60. 

11.04 

Pre-0 
percent 

plan modal 
group 

$382, 564. 94 
16,317.69 

598, 882. 63 

313,796.11 

285, ( ,62 

18, 976. 79 
3, 984. 08 

2. 65 

22, 963. 42 

621,840,05 

Percent 
6,65 
1,40 

8,05 

1, 21 

16,66 

14.52 

C-percent 
plan 

modal 
group 

173 

il99, 301.01 
4, 990. 65 

204, 291, 56 

100, 872. 82 

103,418.74 

4,937. 64 
1, 247. 97 

6,185. 61 

109, 604, 25 

210,477.07 

Percent 
4. 77 
1.21 

.90 

11.42 

10,80 
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The 2,139 transactions in which new passenger cars were sold on 

12-inonth installments hy dealers in the eastern half of the United 
States in 1935, data for which are presented in the above table, repre-

' sented an aggregate cash sale value of nearly $2,120,000. Of this 
total, the 1,136 transactions financed by the factoiy-controUed finance 
companj- represented an aggregate cash sale value of approximately 
$1,269,900. For purpose of presentation, these 1,136 transactions 
have been divided into two groups, the data for 896 of them being 
designated as a "pre-6-percent plan" group, and the data for the other 
240 transactions being designated as a "6-percent plan" group. The 
first of theso two groups presents the aggregate data for those trans
actions in the sample that were financed by the factory-controUed 
finance companj' during that part of 1935 before the so-caUed 6-
percent plan was put into efl'ect; and the results of this pre-6-percent 
plan group are directly comparable with the results for the 447 trans
actions financed bj7 the independent fhiance companies and for the 
556 transactions financed by the factorj'--prefei-red finance companies, 
^ ' i t h i i i the 896 transactions constituting the pre-6-perceiit plan 
group was a subgroup of 613 transactions, the finance charge per
centages in which not onlj ' varied with practical continiiitj^ over a 
relativelj narrow range but also evidenced a marked tendencj- to 
concentrate around a central, or modal, value; and the data for these 
613 transactions are presented in the column headed "pre-6-percent 
plan modal group." There was a similar modal subgroup of 173 
transactions within the 240 transactions that constituted the 6-percent-
plan group; and tbe data for this modal group are presented in 
the last columii in the table. 

Directuig attention to the first three amount columns in the above 
table, wlhch present data for transactions financed bj^ the tliree 
groups of finance companies, respectively, during the pre-6-percent 
period in 1935, i t wUl be observed that the finance charges in the 
transactions financed by the independent finance companies averaged 
9.95 percent of the total deferred cash purchase prices of these motor 
vehicles, including tbe hisurance premiums; that the finance charges 
in the transactions financed by the factory-preferred finance conipanies 
averaged 9.36 percent; and that the finance charges in the trans
actions financed by the factory-controlled finance coinpany averaged 
7.58 percent.-. 

Thus the finance charges a.veraged Iiighest in the transactions 
financed by the independent finance companies and lowest hi the 
transactions financed by the factory-controlled finance compa.ny. 
These variations in tbe average finance charge percentages are no 
doubt due in part to fluctuations in sampling. The main cause of 
these variations, hov/ever, consists of the differences between the 
practices of the respective groups of finance companies with reference 
to the elimination from the finance charges as originally imposed by 
the dealers of the so-called dealers' "packs," or additions made by the 
vending dealers to the regular finance charges as provided in the rate 
charts furnished bj"- the finance companies to the dealers. The factoiy-
controUed finance companj-, acting in the interest of the manufacturer, 
which was to keep the differentials between the time prices and the 
cash prices of the motor velucles at a minimum so as to minimize the 
time prices and therethrough to maximize the manufacturer's volmne 

171233—39- -03 
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of sales, rigorousW disallowed such "packs," and deducted them, 
where found, from the original face amounts of the car-pUrchasers' 
installment contracts. 

The factorj'--preferred finance companies also elimhiated such' 
"packs" made by most dealers, particularly in installment contracts 
that involved sales of motor vehicles made by the manufacturers 
with v/hom they had the special agreements, contracts, or arrange
ments. However, one of tbese factory-preferred finance companies, 
in order to retain the business brought to i t by certain large and 
important dealers, put them on a preferred dealers' list and furnished 
each with two rate charts, one based on the minimum rate of charge 
required by the finance company, the other based on a higher rate of 
charge; so that these clealers could use the chart based on the higher 
rate when negotiating with the prospective car purchaser and deter
mining the amount of fhiance charges to be imposed upon him, and 
could use the chart based on the minimum rate of charge in determin
hig the a.mount of discoimt when selling the installment contract to 
the finance conipaiw. Another factory-preferred finance company 
operated under special preferential arrangements with certain manu
facturers ; however, i t also fina.nced installment sales of all other makes 
of cars, and, in purchasing installment conti'acts involving these 
other makes, i t did not have so great an incentive to eliminate dealers' 
"packs." I n consequence, a considerable portion of the transactions 
included in the samples obtained from the factory-preferred finance 
companies contained dealers' "packs" in the-finance charges; and, in 
consequence of this fact, the average finance charge percentage in 
the sample transactions financed by these companies was higher than 
the average in the transactions fina.nced by the factorj'--controlled 
finance companj^. 

The independent finance companies had no special arrangements 
with manufacturers whereby they received any kind of preferential 
treatment from manufacturers. I n consequence, they had no special 
incentive to minhnize the differentials between the time and cash 
prices of the motor vehicles in transactions financed by them. On the 
contrary, due to the handicaps placed upon them in obtaining or 
holdmg installment financing business in competition with the factory-
controlled General Motors Acceptance Corporation and tbe factory-
preferred fhiance companies, permitting the dealers to "pack" the 
finance charges and paying them the amomits of such "packs" con
stituted an important conipetitive device for overcoming these 
handicaps. Gonsequentlj'-, the dealers financing through these 
independent finance companies bave had much more freedom in the 
matter of making these additions to the regular finance charges. 
Indeed, several of these independent finance companies have fmTii'shed 
their dealers, not only with two but with three or more rate charts 
based on different rates of finance charge, so that these dealers were 
provided with instrumentalities whereby tbey could exercise even a 
wider discretion as to the amounts by which they could "pack" the 
finance charges in individual transactions. The result of all this 
was that the fhiance-cliarge percentages in the transactions in the 
samples obtahied from the independent finance conipanies averaged 
lugher tban did the finance-charge percentages in the transactions 
financed by either the factory-controlled or the factoiy-preferred 
finance companies. 
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I n the 896 installment contracts financed by the factory-controUed 
finance compa.ny, the purchasers of these cars could have obtained 
their cars and the insurance thereon at a total cost of $1,002,032.62 
if- thej- had paid for these cars and insurance in fu l l at the dates of 
purchase. Due to the fact that they purchased these automobiles 
and insurance on 12-month installments, lio-wever, thej^ paid $37,-
976,84 more than the previously stated amount. The amount that 
they did not pay at thedates of purchase was $501,336.85;andfrom the 
vie-v.^point of these purchasers, the additional $37,976,84 paid by them 
eventually constituted interest on this $501,336.85. "Wliile this 
finance charge amoimted to 7.58 percent of the total unpaid cash 
purchase prices of their automobiles, including the insurance premiums, 
the rate of interest implied in this relationship was greater than 7.58 
percent per annum becfiuse of the fact that a portion of the original 
uupaid cash purchase price was paid in the process of paying the first 
installm.ent at the end of the first month, another portion v/as paid 
in the process of paying the second installment, and so on. The rate: 
of interest implied in the fmance charges in these transactions was 
1,14 percent per month, which was equivalent to 14.59 percent per 
annum. I n like manner, the finance charges in the 556 transactions 
financed by the factory-preferred finance companies implied interest 
at the rate of 1.40 percent per month, or 18.21 percent per annum; 
and the finance charges in the 447 transactions financed by the inde
pendent fhiance companies imphed the pajmient of interest at the 
rate of 1.49 percent per month, or 19.42 percent per annum. 

However, i t should be borne in mind that, while the purchasers of 
these new passenger automobiles on 12-month instaUments did the 
equivalent of paying interest at these rates on the total deferred cash 
purchase prices of their automobiles, including the insurance pre
miums, not all of this constituted net profit to the finance companies. 
In the first place, a portion of the total finance charges was paid to 
the vending dealers. The dealers' portion of the fhiance charges in 
the transactions financed by the factory-controlled finance company 
amounted to $6,422.77, or 1.29 percent of the total deferred cash 
purchase prices of these automobUes, including the insurance pre
miums. The like portion of the finance charges hi the transactions 
financed by the factory-preferred finance companies was $5,927.75, 
or 2.41 percent; aild the like portion of the fina.nce charges in the 
transactions fina.nced by the mdependent finance companies was 
$4,549.15, or 2.37 percent of the total deferred cash purchase prices. 
Furthermore, a considerable part of the finance charges retained by 
the finance companies was consumed hi operating expenses of those 
companies—the e.xpense of credit investigations, the expense of maldng 
up and furnishmg to the car purchasers books of histaUment coupons 
showing the amounts of the installments and the dates on which they 
were due, the expense of preparing second, thhd, and fourth notices 
to be mailed to the respective car purchasers in case they should 
become delinquent in the payment of a.ny installment, the expense 
of setting up the account with each installment contract, the expense-
of recordhig collections, etc. In consequence of these dealers' par
ticipations and of these expenses, the rates of net profit to these 
finance companies on the total capital emploj'ed in their business in 
in 1935 were 6.95 percent for General Motors Acceptance Corporation,, 
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8.92 percent for the factory-preferred finance companies combined, 
and 9.16 percent for the 24 independent finance companies. 

Reduction i n finance-charge rates effected by d-percetit plan. As 
before stated. General Motors Acceptance Corporation put into effect 
in the autumh of 1935 a so-called 6-percent plan. The above table 
presents data with reference to 240 transactions in which new pas
senger cars were sold on 12-month installments during that period in 
1935 hi which the 6-percent plan was in eft'ect. The finance charges 
in these transactions averaged 6.05 percent of the total deferred cash 
purchase prices of these automobiles, including the insurance premi
ums, as compared with an average of 7.58 percent in the 896 trans
actions financed by the same company during that part of 1935 
before the 6-percent plan was put into effect. The one average is 
a little more than 20 percent less than the other average. The 
comparison of the average finance charge percentages in the two model 
groups may be more fully representative. The finance charges in the 
613 transactions that were financed before the 6-percent plan went 
into effect averaged 8.05 percent of the total deferred cash purchase 

• prices of these automobUes, including the insurance premiums; and 
the finance cha.rges in the 173 transactions hi the 6-percent plan 
modal group, i . e., the transactions that were financed after the 
6-perceiit plan was put into eft'ect, averaged 5.98 percent. The last 
stated finance charge percentage is 25.7 percent lower than the pre
vious average. I t may be stated that the effect of the 6-percent plan 
was to reduce the normal finance charges about 25 percent in the 
case of motor vehicles sold on 12-month installments. 

What was this plan? As advertised, i t was labeled the General 
Motors 6-perceiit plan. I t also sought to instruct the prospective 
car purchaser on the installment plan how to compute the finance 
charges for himself. To the unpaid cash purchase price at the date 
of the pm'chase, he was to add the amount of the retail insurance 
premium. For the purpose of computing the finance charges, he was 
to apply to the resulting total a multiplier, which was to be 6 percent 
in the case of an installment of 12-inonth duration; for any other 
duration of the contract, the multiplier was to be one-half of 1 per
cent taken as many thnes as there were months m the duration of 
the contract. Thus, the multiplier would be 6 percent in the case 
of a 12-inonth instaUment contract, 3 percent in the case of a 6-month 
contract, 9 percent in the case of an 18-moiith contract, and 12 percent 
hi the case of a 24-inonth contract. The percentage was always to be 
applied to the entire original unpaid balance, hicluding the retail in-
sm'ance premium. The amomit of finance charges so computed was to 
be added to the total original impaid balance of the cash purchase 
price, including the uisurance premium, in order to ascertain the face 
amount of the car pmchaser's histallnient contract; and this amoimt 
was to be divided by the number of mouths m the duration of the 
contract in order to ascertain the amount of the monthly histaUment. 

These instructions, h comprehended and applied by the prospective 
car pmchaser, woiUd not only enable him to compute the finance 
charges, the face amount of his installment contract, and the amount 
of each monthly installment but would enable him to detect any 
overcharge or '•'pack" that the vending dealer might attempt to insert 
into the finance charges, and thereby to eliminate these packs. The 
elimination, by this method, of "packs" sought to be made by General 
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Motors dealers would remove much, if not aU, of the adva,ntage to 
them of financing through finance companies other than General 
Motors Acceptance Corporation. 

Furthermore, if these mstructions were comprehended and applied 
bj'- prospective car purchasers generally, the natural effect would be 
that they would compare the rates of finance charge in instalhnent 
contracts offered by the vendors of other makes of car; and, to the 
extent that the comparison favored cars of General Motors make, the 
effect would be, other things behig equal, that a certain amount of 
demand would be transferred from other makes of motor vehicle to 
motor vehicles made by General Motors Corporation. So that the 
so-called 6-percent plan as advertised not only constituted a sub
stantial reduction in the rates of fhiance charge but also was a clever 
competitive device both for increashig the volume of sales of General 
Motors products and for obtaining fina.nce business for General Motors 
Acceptance Corporation. 

The finance charges ui the 173 transactions in the 6-percent plan 
modal group hnplied the payment of interest by the car purchasers 
on the unpaid balances of the cash purchase prices of theh automo
biles, including the uisurance premiums, at the rate of 0.90 percent per 
month or 11.42 percent per annum. The corresponding rates per
tahiing to the 240 transactions constituting the total 6-percent-plan 
sample were 0.92 percent per month, or 11.56 percent per annum. In 
neither group of transactions was the average finance charge percent
age exactly 6 percent. In a finance-charge percentage of exactly 6 
percent for a 12-month transaction, the implied rate of interest is 
0.91 percent per month, or 11.48 percent per annum. 

Cost of purchasing new passenger cars on 18-month installments in 
1935.—Table 162 presents data with reference to 3,48t) .transactions 
in 1935 in which dealers in the eastern half of the United States sold 
new passenger cars on 18-month installments. These transactions 
represented an aggregate cash sale value of a little more than 
$3,456,000. 

TABLE 162,—Cash purchase prices, retail i7isurance -premiums, down paym.e7its, 
total deferred cash purchase prices, finance charges, total time prices, amounts of 
•i7istallment 7iotes, percentages of finance charges to deferred cash purchase price, 
a7id rates of -interest implied in fi-na-nce charges for new passe7iger cars sold o-n 18-
tnonth insiall-ments by dealers in the United States and finmiced by independent, 
factory-preferred and factory-controlled finance compo,7iies in 1935 

lude-
pendent 
finance 
com

panies 

Factory-
preferred 
finance 
com

panies 

Factory-controlled finance company 
lude-

pendent 
finance 
com

panies 

Factory-
preferred 
finance 
com

panies 

Pre-6-per
cent plan 

total 
sample 

6-percent 
plan total 

sample 

Pre-O-per
cent plan 

modal 
group 

6-percent 
plan 

modal 
group 

Number of transactions 

Cash purchase price of vehicle 
delivered 

Retail insurance premium _ 

Total casb purchase price 
of vehicle aud insurance. 

Down payment, including al
lowance for used ear traded in . 

Total deferred cash pur
chase price of vehicle 
aud insurance 

613 926 1,668 3S3 

$403,809. 75 
14, S34.99 

1,178 343 Number of transactions 

Cash purchase price of vehicle 
delivered 

Retail insurance premium _ 

Total casb purchase price 
of vehicle aud insurance. 

Down payment, including al
lowance for used ear traded in . 

Total deferred cash pur
chase price of vehicle 
aud insurance 

$608, 025. SS 
24, 1S3. 60 

.$830, 289, OS 
38, 368.19 

$1,606,122. 35 
64, 433. -13 

3S3 

$403,809. 75 
14, S34.99 

$1, 08, 258.32 
46, 292. 43 

$344,4,52.82 
13, 276. 44 

Number of transactions 

Cash purchase price of vehicle 
delivered 

Retail insurance premium _ 

Total casb purchase price 
of vehicle aud insurance. 

Down payment, including al
lowance for used ear traded in . 

Total deferred cash pur
chase price of vehicle 
aud insurance 

632, 209.4S 

246,0JS,24 

S77, C65. 27 

330, 964. 44 

1,609,655.78 

664,105.04 

418,644.74 

166,626. 86 

1,164,630.76 

468, 638.16 

357,729.26 

144, 643, 97 

Number of transactions 

Cash purchase price of vehicle 
delivered 

Retail insurance premium _ 

Total casb purchase price 
of vehicle aud insurance. 

Down payment, including al
lowance for used ear traded in . 

Total deferred cash pur
chase price of vehicle 
aud insurance 386,171, 24 646, 690. S3 1,006, 450. 74 252,117, 88 686,992.69 213,085, 29 

m 
Mi 

lil 
ti;' 

I ! 

I;i -
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TABLE 162.— Cash purchase prices, retail insurance prem-iuins, down pa.y7nents, 
total deferred cash purchase prices, finance charges, total lime prices, amoimts of 
installment notes, percentages of fi7iance charges to deferred cash purchase -price, 
and rates of interest implied •m finance charges for new passenger cars sold on 18-
month installments by dealers in the United States and financed by -independent, 
factory-preferred and factory-controlled finance companies in 1935—Continued 

Inde
pendent 
finance 

com
panies 

Factory-
preferi-od 
fiinance 

com
panies 

Factory-con trolled finance company . 
Inde

pendent 
finance 

com
panies 

Factory-
preferi-od 
fiinance 

com
panies 

Pre-6-per
cent pla-n 

total 
sample 

0-percent 
plan total 

total 
sample 

Prc-6-per-
cent plan 

modal 
group 

6-perceut 
plan 

modal 
group 

Finance charges: 
Finance company's provi

sion for expenses and 
prof i t . . . . 

Dealer's loss reserve 
Dealer's bonus 

48,843, 26 
2, 251 69 
4,940.98 

1,362, 74 

67,886, 46 
12,489. 92 

292. 77 

120. 35 

98, 256.91 
12,412.10 

19,673. 03 
2, 900. 08 

69, IfO. 18 
9,012, 04 

16,817.21 
2, 327, 69 

Dealer's addit ion to regular 
finance charge 

Tota l finance charge 

Face amount of purchaser's 
obligation, payable iu equal 
mon th ly installments 

To ta l t i ihe price of vehicle 
and ln,surance 

Percentage to total deferred cash 
purchase price of— 

Finance company's provi
sion for e.xpense and p ro f i t -

Dealer's loss reserve 
Dealer's bonus. 

48,843, 26 
2, 251 69 
4,940.98 

1,362, 74 

67,886, 46 
12,489. 92 

292. 77 

120. 35 59.74 2. 62 21.67 2.47 
Dealer's addit ion to regular 

finance charge 

Tota l finance charge 

Face amount of purchaser's 
obligation, payable iu equal 
mon th ly installments 

To ta l t i ihe price of vehicle 
and ln,surance 

Percentage to total deferred cash 
purchase price of— 

Finance company's provi
sion for e.xpense and p ro f i t -

Dealer's loss reserve 
Dealer's bonus. 

57, 390. 67 70,789. 50 no , 728,75 22, 575.73 78, 194.49 19,347.27 

Dealer's addit ion to regular 
finance charge 

Tota l finance charge 

Face amount of purchaser's 
obligation, payable iu equal 
mon th ly installments 

To ta l t i ihe price of vehicle 
and ln,surance 

Percentage to total deferred cash 
purchase price of— 

Finance company's provi
sion for e.xpense and p ro f i t -

Dealer's loss reserve 
Dealer's bonus. 

443, 561.91 617,480. 33 1.116,179.49 274, 693, 61 764,187. 08 232, 432. 56 

Dealer's addit ion to regular 
finance charge 

Tota l finance charge 

Face amount of purchaser's 
obligation, payable iu equal 
mon th ly installments 

To ta l t i ihe price of vehicle 
and ln,surance 

Percentage to total deferred cash 
purchase price of— 

Finance company's provi
sion for e.xpense and p ro f i t -

Dealer's loss reserve 
Dealer's bonus. 

689, 600.16 948, 444, 77 1, 780, 284. 63 441, 220. 47 1, 232, 725. 24 377, 076, 53 

Dealer's addit ion to regular 
finance charge 

Tota l finance charge 

Face amount of purchaser's 
obligation, payable iu equal 
mon th ly installments 

To ta l t i ihe price of vehicle 
and ln,surance 

Percentage to total deferred cash 
purchase price of— 

Finance company's provi
sion for e.xpense and p ro f i t -

Dealer's loss reserve 
Dealer's bonus. 

Percent 
12.65 

. 58 
1. 28 

.35 

Percent 
10.59 
2.20 
.05 

.02 

Percent 
9:77 
1.23 

Percent 
, 7.80 

1.15 

Percent 
10.08 

1. 32 

Percent 
7,89 
1.19 

Dealer's addit ion to regular 
finance charge 

Percent 
12.65 

. 58 
1. 28 

.35 

Percent 
10.59 
2.20 
.05 

.02 .01 

Tota l finance charge 
Rate of interest implied in total 

finance charge: 
Per mon th . . . 
Equivalent annual rate 

(compounded m o n t h l y ) . . . 
. Conventional annual rate 

(12 times mon th ly rate)._. 

Percent 
12.65 

. 58 
1. 28 

.35 

Percent 
10.59 
2.20 
.05 

.02 .01 

Tota l finance charge 
Rate of interest implied in total 

finance charge: 
Per mon th . . . 
Equivalent annual rate 

(compounded m o n t h l y ) . . . 
. Conventional annual rate 

(12 times mon th ly rate)._. 

14. 86 

1.60 

19, 68 

18,00 

12. 95 

1.31 

16.96 

16.72 

11.01 

1,12 

14. 36 

13.44 

8.95 

.02 

11.60 

11.04 

11,40 

1,16 

14,86 

13.92 

9,08 

.93 

11.77 

U . 16 

Of the 3,480 transactions in which dealers in the eastern half of the 
United States sold new passenger cars on 18-month installments hi 
1935, data for which are presented in the above table, 1,941 tra,ns-
actions, representing an aggregate cash sales value of nearly $2,-
009,000, were financed by the factory-controlled finance company. 
Of these, 383 transactions were financed after the so-called 6-percent 
plan was put into effect; and the data for them are shown separately 
m the table, as also a,re the data for the other 1,558 transactions that 
were financed by the factorj^'-controlled finance coinpan}^ during the 
period in 1935 before the 6-percent plan was put into eft'ect. The 
results of the latter sample are dhectly comparable with the results 
of the 926 transactions that were financed by the factory-preferred 
finance companies and of the 613 transactions that were financed by 
the independent finance companies. 

The finance charges in the 1,558 transactions that were financed by 
the factory-controUed finance company before the so-caUed 6-percent 
plan was put into effect. avera.ged 11.01 percent of the total deferred 
cash pm-cha.se prices of these automobUes, including the insurance 
2o;-e.mir.ms. The fuia.uee charges in rhe 926 transactions financed by 
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the factory-preferred fhiance conipanies averaged 12.95 percent; and 
the like charges in the 613 transactions financed by the hidependent 
finance companies averaged 14.86 percent. Again the average finance 
charge percentage was lowest in the transactions financed by the 
factory-controUed finance coinpany and was highest in the transac
tions financed by the independent fina.nce companies. I t is not 
necessary to go into the reasons for this; the same explanation applies 
here as was given hi the discussion of the transactions in which new 
passenger cars were sold on 12-month instaUments. 

The finance charges in the transactions financed hy the factorj^-
coutroUed finance company during the forepart of 1935 implied inter
est paid by the car purchasei's on the unpaid balances of the cash-
purchase prices of their automobiles, including the insurance pre
miums, at the rate of 1.12 percent per month, or 14.35 percent per 
annum. The corresiiondhig rates pertahiing to the transactions 
financed by the factory-preferred financed companies were 1.31 percent 
per month, or 16.96 percent per annum; and the corresponding rates 
implied in the finance charges hi the tra^nsactions financed by the 
mdependent fhiance companies were 1.50 percent per month, or 19.58 
percent per annum. 

Coming to the transactions that were financed hy the factory-
controlled finance company, after the so-called 6-percent plan was 
put into effect, the finance charges in tbese 383 transactions averaged 
8.95 percent. Tliis may be compared Math the average of 11.01 per
cent in the transactions financed before the 6-percent plan went hito 
eft'ect, and i t represents a reduction of about 18.7 percent in the aver
age rate of finance charge. Within, this group was a subgroup of 343 
transactions, the finance-charge percentages in wluch not only varied 
with practical continuitj^ over a relatively narrow range but also 
evidenced a marked tendency to concentrate aroimd a central or 
modal value. The data for this subgroup are shown in the last 
column in the table; and the data for a sunUar modal group of 1,178 
transactions financed before the 6-percent plan was put hito effect 
are shown in the next to the last column. The finance charges in the 
transactions composing this pre-6-percent plan modal group averaged 
11.40 percent of the total deferred cash-purchase prices of these auto
mobiles, including the insurance premiums; and the finance charges 
in the 6-percent plan modal group averaged 9.08 percent. The latter 
represents a reduction from the former of a little more than 20 percent. 

The finance charges in the 343 transactions constituting the 6-per
cent plan modal group implied interest paid by these car purchasers 
on the unpaid balances of the cash-purcha.se prices of their automobiles, 
including the insurance premiums, at the rate of 0,93 percent per 
month, or 11.77 percent per annum. The fina.nce charges in the 383 
transactions constitiitin.g the entire 6-perceiit plan sample hnplied 
interest paid at the rate of 0,92 percent per month, or 11.60 percent 
per annum. 

Cost of pwxhasing new passenger cars on 2Ĵ -m.onth instalbnenis in 
1935.—Table 163 presents similar data with reference to 320 traus-
a.ctions in 1935 in which dealers in the eastern half of the United 
States sold new passenger cars on 24-montli installinents. These 
transactions represent an aggregate cash sales value cf nearly $330,900. 
The extent of the sample is much smaller than the samples of new cars 
sold on 12- and 18-inonth installments, because at that time the 
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fina,nce companies were endeavorhig to keep the duration of histaU
ment contracts do-wn to 18 months hi the case of new passenger cars 
and to 12 months in the case of used cars. 

TABLE 163.—Cash-purchise prices, relail insurance premiums, do-wn payments, 
total deferred cash-purchase prices, finance charges, total time prices, ainounis of 
installment notes, percentages of finance charges to deferred cash-purchase price, and 
rates of interest implied in finance charges for new passenger cars sold o?i 24-month 
installments by dealers in the United States and financed by independent, factory-
preferred, and factory-controlled finance companies in 1935 

Independ
ent finance 
companies 

1 

Factory-
preferred 
finance 

companies 

Factory-controlled 
finance company 

Independ
ent finance 
companies 

1 

Factory-
preferred 
finance 

companies 
Pre-O-per
cent plan, 

total 
sample 

G-perccnt 
plan, 
total 

sample 

Number of transactions . . . 137 28 118 37 

Cash-purchase price of vehicle as delivered... 

137 28 118 37 

Cash-purchase price of vehicle as delivered... .$123, 015. 57 
8, 677. 75 

$25,115. 21 
1,627.27 

$141,032. 93 
0, 409, 54 

$41,710.24 
1,794. 76 

Total cash-purchase price of vehicle and insurance.. 
Down payment, including allowance for used car traded 

in . . . 

.$123, 015. 57 
8, 677. 75 

$25,115. 21 
1,627.27 

$141,032. 93 
0, 409, 54 

$41,710.24 
1,794. 76 

Total cash-purchase price of vehicle and insurance.. 
Down payment, including allowance for used car traded 

in . . . 

131,693. 32 

47,306.09 

26, 742. 48 

8, 603. 51 

147, 442, 47 

63, 100.36 

43, 505. 00 

14, 528. 72 

Total deferred cash-purchase price of vehicle and 
insurance . . . . _ 

131,693. 32 

47,306.09 

26, 742. 48 

8, 603. 51 

147, 442, 47 

63, 100.36 

43, 505. 00 

14, 528. 72 

Total deferred cash-purchase price of vehicle and 
insurance . . . . _ 84, 327. 63 IS, 138,97 94, 342.12 28,976. 28 

Finance charges: 
Finance company's provision for expenses and profit. 
Dealer's loss reserve >_ . 

84, 327. 63 IS, 138,97 94, 342.12 28,976. 28 

Finance charges: 
Finance company's provision for expenses and profit. 
Dealer's loss reserve >_ . 

8,917, 71 
170. 88 

2, 377. 83 
'413. 47 
153. 37 
81.00 

11.408.16 
1, 053. 03 

3,153. 47 
319. 69 

Dealer's bonus . 

8,917, 71 
170. 88 

2, 377. 83 
'413. 47 
153. 37 
81.00 

11.408.16 
1, 053. 03 

3,153. 47 
319. 69 

Dealer's addition to regular finance charge . . 27.17 

2, 377. 83 
'413. 47 
153. 37 
81.00 9. 00 

Total finance charge . . . . . . . . 

27.17 

2, 377. 83 
'413. 47 
153. 37 
81.00 9. 00 

Total finance charge . . . . . . . . 9,115.76 3, 025. 67 12,470.19 3,473.16 

Face amount of purchaser's obligation, payable in equal 
monthly iustallments . . 

9,115.76 3, 025. 67 12,470.19 3,473.16 

Face amount of purchaser's obligation, payable in equal 
monthly iustallments . . 93, 443. 39 21,164. 64 100,812.31 32, 449. 44 

Total time price of vehicle and insurance... 

93, 443. 39 21,164. 64 100,812.31 32, 449. 44 

Total time price of vehicle and insurance... 140,809. 08 29, 76S. 15 159, 912. 66 46, 078.16 

Percentage to total deferred cash-purchase price of— 
Finance company's provision for expenses aud profit. 
Dealer's loss reserve 

140,809. 08 29, 76S. 15 159, 912. 66 46, 078.16 

Percentage to total deferred cash-purchase price of— 
Finance company's provision for expenses aud profit. 
Dealer's loss reserve 

Percent 
10. ,58 

.20 

Percent 
13.11 
2.23 
.84 
.45 

Percent 
12.09 
1.12 

Percent 
10.88 
1,10 

Dealer's bonus. 

Percent 
10. ,58 

.20 

Percent 
13.11 
2.23 
.84 
.45 

Percent 
12.09 
1.12 

Percent 
10.88 
1,10 

Dealer's addition to regular finance charge .03 

Percent 
13.11 
2.23 
.84 
.45 .01 

Total finance charge . . . 

.03 

Percent 
13.11 
2.23 
.84 
.45 .01 

Total finance charge . . . 10.81 

.84 
10.56 
10.08 

16.68 

1.27 
16. 39 
15.24 

13.22 

1.02 
12. 93 
12.24 

11. 98 

,93 
11.70 
11,16 

Rate of interest implied in total finance charge: 
Per month 

10.81 

.84 
10.56 
10.08 

16.68 

1.27 
16. 39 
15.24 

13.22 

1.02 
12. 93 
12.24 

11. 98 

,93 
11.70 
11,16 

Equivalent annual rate (compounded inonthly-i 
Conventional aimual rate (12 times monthly rate) 

10.81 

.84 
10.56 
10.08 

16.68 

1.27 
16. 39 
15.24 

13.22 

1.02 
12. 93 
12.24 

11. 98 

,93 
11.70 
11,16 

Of the 320 transactions in v/hich dealers in the eastern half of the 
United States sold new passenger cars on 24-inoiitli installments in 
1935, data for which are presented in the above table, 155 transactions, 
representhig an aggregate cash sale value of a little more than $182,700, 
were financed by the factory-controlled finance company. Of tliese, 
37 transactions were financed after the so-called 6-percent plan was 
put into effect; and the data for these transactions are presented 
separately in the above table, as also are the data for the other 118 
transactions, which were fina.nced before the 6-̂ percent plan was put 
into eft'ect. The results of tbe last mentioned group of transactions 
are directly comparable with the results of the 28 transactions that 
were financed by factory-preferred finance companies and of the 137 
traiisa.ctions that were financed by the independent finance companies. 
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The finance charges in the 118 transactions financed by the factoiy-
controUed finance company before the 6-percent plan was put into 
effect averaged 13.22 percent of the total deferred cash-purchase 
prices of these automobUes, including the insurance jiremiums. The 
finance charges hi the 28 tra,nsactions financed by the factory-pre
ferred finance companies averaged 16.68 percent; and the like charges 
in the 137 ti'ansactioiis financed by the independent fina,ncc companies 
averaged 10,81 percent. In this comparison, the average finance 
charge percentage was lowest in the sample of transactions financed 
by the independent finance compaiues and was highest in the sample 
financed by the factory-preferred finance companies. 

The mterest rates implied in the finance charges in the transactions 
financed by the independent fhiance companies averaged 0.84 percent 
per month, or 10.56 percent per annum. The like rates pertaining to 
the transactions financed by the factor3^-preferred finance companies 
a-veraged 1.27 percent per month, or 16.39 percent per amium; and 
the interest rates in the transactions financed by the factory-controlled 
finance companies prior to the hitrocluction of tbe 6-percent plan 
averaged 1.02 percent per month, or 12.93 percent per annum. 

The finance charges in the 37 transactions financed by the factory-
controlled finance company after the 6-perceiit plan went into effect 
averaged 11.98 percent as compared with 13.22 percent in the trans
actions financed before that plan was put into eft'ect. The interest 
rates implied in the fhiance charges in the transactions under the 
6-percent plan a.veraged 0.93 peicent per month, or 11.70 percent per 
annum. 

However, the reminder is agam due that, although the purchasers 
of these new passenger cars on 24 months' mstallments did the equiva
lent of paying interest at these rates on the mipaid balances of the 
cash purchase prices of their automobiles, including the hisurance 
premiums, not all of this constituted net profit to the finance com
panies for the reasons pre-viously stated: the rates of net profit to 
these companies on the total capital employed in their businesses in 
1935 were 6.95 percent in the case of General Motors Acceptance Cor
poration, 8.92 percent for the factory-preferred finance companies 
combined, and 9.16 percent for the 24 independent fina.nce companies. 

Cost of purchasing new trucks on 12-month instalhnents in 1935.— 
Data were also obtahied from the factory-controlled and factory-pre
ferred finance companies with reference to 798 transactions in 1935 in 
which dealers hi the eastern half of the United States sold new trucks 
on instaUments. Of these, 482 transactions, with a cash sale value of 
$375,452.13, represented the sale of trucks on 12-month installments. 
Table 164 presents the data for these 482 transactions. 
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TABLE 164.— Cash purchase prices, retail insurance premiums, down payments, 
total deferred, cash purchase -prices, finance charges, total time prices, amounts of 
installment notes, percentages of finance charges to deferred cash purchase price, 
and rates of interest implied in finance charges for new trucks sold on Iti-monih 
instaUments by dealers in the United States and financed by factory-preferred and 
factory-controlled finance co-m-pa7ues in 1935 

12-monlh installments 

Factory-
preferred 
finance 

companies 

Factory-controlled finance company 

Pre-
O-percent 

plan— 
total 

sample 

'•-percent 
p l a n -
total 

sample 

Pre-
6-percent 
. p l an -
modal 
group 

6-pprcent 
plan— 
modal 
group 

Number of Iransactious 

Cash purchase price of vehicle as delivered 
Retail insm'ance premium 

330 75 263 

,$63, 874. 42 
1,962. 23 

$252, 816.19 
10, 248. 54 

$58,731.52 $199,901.55 
2, 379, 51 8, 125. 83 

Total cash purchase price of yehicle 
and insurance 

Down payment, includiug allowance for 
used-car traded in 

66, 836. 65 

27, 559. 27 

263, 094. 73 

108, 449. 93 

61, 111, 03 

23, 625, 60 

Total deferred cash purehase price of 
vehicle aud insurance 38, 277. 38 37, 485. 43 

Finance charges: 
Finance company's provision for ex

penses and profit 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance 

charge. 

3,038.97 
99S. 40 

10, 276.11 
3, 730. 56 

1,836. 49 
519. 83 

10.41 

Total finance charge 4,127, 22 14, 016.1 2, 355, 32 

Face amount of piuehaser's obligation, 
payable in equal monthly installments. 

Total time price of vehicle and insurance.. 

Percentage to total deferred cash purchase 
price of— 

Finance company's provision for ex
penses and profit 

Dealer's loss reserve... 
Dealer's boitus.. 
Dealer's adilitiou to regular fiuance 

charge 

42, 404. 00 
69,903. 87 

l&S, 660, 88 
277,110. Sl 

Percent 

7.94 
2.61 

Percent 

0. 04 
2.41 

Total finance charge 
Rate of interest iniplied in tolal finance 

charge: 
Per nutnth 
Equivalent annual rate (compouudod 

monthly), 
Couvoutionril annual rate (12 liiues 

mouThly r;ne) 

10.78 

1.61 

21.16 

19.32 

.9. 06 

1.36 

17. 61 

16. 32 

39.840. 76 
63, 4C6. 36 

Percent 

0.23 

.95 

12.02 

11.40 

208, 027. 38 

85, 685.19 

122, 442. 19 

8, 212. 69 
3, 022,12 

11, 219, Sl 

133, 692, 00 
210, 277. 19 

Percent 

0.71 
2. 47 

.01 

9.19 

1.38 

17. Sti 

16. 50 

48 

$35, 251. 29 
1, 417. 66 

36, 668. 95 

14, 711. 88 

21, 957. 07 

1,012.11 
291. 34 

1, 30ri. 45 

23, 263, 62 
37, 975, 40 

Percent 

4, 01 
1,34 

.1. 95 

.90 

11. 36 

10.80 

Of ihe 482 transactions in which new trucks were sold on 12-month 
instalhnents m 1935, data for which are presented in the above table, 
77 transactions were financed by factory-preferred finance companies, 
and the other 405 transactions were financed by the factory-controUed 
finance company. Of the latter total, 330 transactions were financed 
in that portion of 1935 before General Motors Acceptance Corporation 
put into eft'ect the so-caUed 6-percent plan; and the other 75 trans
actions were financed after that plan was put into eft'ect. The data 
for these two groups of transactions are presented separately in the 
above table. Within these two groups were subgroups of 263 and 48 
transactions, respectively, the finance charge percentages in which 
not only varied with practical continuity over a relatively narrow 
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range but also evidenced a mai'ked tendency to concentrate around a 
central, or modal, value; and the data for these two subgroups are also 
presented separately in the last two columns of the table. 

The results of the transactions in the pre-6-perceiit-plan groups are 
the results that are directly comparable wdth the results of the 77 
transactions that were financed by the factory-preferred finance com
panies. The finance charges in the 77 transactions that were financed 
by the factory-preferred finance companies averaged 10.78 percent of 
the total deferred cash purchase prices of these trucks, including the 
insurance premiums. The finance charges in the 330 transactions 
constituting the total pre-6-percent-plaii sample obtained from the 
factory-controlled finance coinpany averaged 9,06 percent; and the 
charges in the 263 transactions constituting the pre-6-percent^plan 
modal group averaged 9.19 percent. 

The finance charges in the transactions financed by the factory-pre
ferred finance companies implied the-payment by these truck pur
chasers of interest on the unpaid balances of the cash purchase prices 
of their trucks, including the insurance premiums, at the rate of 1.61 
percent per month or 21.16 percent per annum. The finance charges 
in tbe 330 transactions constituting the total pre-6-perceiit plan 
sample that was financed hy the factory-controlled fina.nce company 
implied the payment of interest at the rate of 1.36 percent per month 
or 17.61 percent per annum; the corresponding rates of interest implied 
in the finance charges in the pre-6-percent plan modal group were 1.38 
percent per month or 17.86 percent per annum. However, the 
reminder is pertment that, although the purchasers of these trucks on 
12-inontli installments did the equivalent of paying interest at these 
rates on the mipaid balances of the cash purchase prices of their 
vehicles, includmg the hisurance premiums, not all of this constituted 
net profit to the finance companies for reasons stated in pre-vious dis
cussion. The rate of net profit to the factory-controlled finance com
pany on the total capital employed in its business in 1935 was 6.95 
percent; and the average rate of net profit to the factory-preferred 
finance companies was 8.92 percent in that year. 

The finance charges in the sample of 75 transactions that were 
financed by the factory-controlled finance company during the period 
in 1935 in wliich the so-called 6-perceiit plan was in efi'ect, averaged 
6.28 percent; and the finance charges in the 48 transactions that con
stituted the 6-percent plan modal group averaged 5.95 iiercent. 
Comparing these peicentages with the like percentages in the pre-6-
percent plan sample, i t will he observed that there was a reduction in 
the finance charges on new trucks sold on 12-nionth installments of 
30 to 35 percent. 

The fhiance charges in the 48 transactions constituting the 6-percent 
plan modal group hnphed the payment of interest by the purchasers 
of these trucks on the impaid balances of the cash purchase prices of 
their vehicles, including the insurance premumns, at the average rate 
of 0.90 percent per month, or 11.36 percent per annum. For the 
entire 6-perceiit plan sample, the interest rates averaged 0.95 percent 
per month, or 12.02 percent per annum. 

Cost of purchasing neiv trucks on IS-month installments in 1936.—• 
Table 165 presents data with reference to 316 transactions, repre
senting an aggregate cash-sale value of 8253,112,50, in which dealers in 



980 FEDE;RAL T R A D E COIMMISSION 

the eastern half of the United States sold new trucks on 18-nionth 
installments in 1935. 

TABLE 165.—Cash purchase prices, retail -i7isurance -premiums, down payments, 
total deferred cash purchase prices, finance charges, total time prices, amounts of 
-installment notes, percentages of fina.nce charges to deferred cash purchase price, 
and^rates of i7iterest i^nplied in finance charges for new trucks sold on 18-month 
inslallmeJiis by dealers in the United States and financed by factory-preferred and 
factory-controlled fi7iance companies in 1936 

Factory-
preferred 
finance 

companies 

Factory-controlled 
finance companies 

Pr6-6-per̂  
cent plan-
total sample 

6-percent 
plan—total 

sample 

Number of transactions. 

Cash purchase price of vehicle as delivered.. 
Retail Insurance premium 

$44,083. 36 
2,472.89 

$106,707.93 
9, S87. 69 

Total cash purchase price of vehicle and insurance 
Down payment, including allowance for used-car traded i n . 

46, 556. 24 
16, 199. 15 

175, 595. 62 
60, 904. 31 

Total deferred cash piurohase price of vehicle and insurance 

Finance charges 
Finance corhpany's provision for expenses and'proflt. 
Dealer's loss reserve -
Dealer's bonus 
Dealer's addition to regular finance charge 

0,367.09 114, 691.31 

3,425. 31 
068. 05 

12,072.93 
2, 541. 67 

13. 00 

Total finance charge. 4, lOe. 96 14, 644.18 

Face amoimt of purchaser's oligation, payable in equal monthly in
stallments - . 34,404.05 129,335.49 

Total time price of vehicle and insurance. 50, 663. 20 190, 239. SO 

Percentage to total deferred cash purchase price of— 
Finance company's provision for expenses and profit-
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Percent 
11.29 
2. 20 

Percent 
10.53 
2 22 

.04 .02 

Total finance charge 
Rate of interest implied in total finance charge: 

Per month 
Equivaleut annual rate (compounded monthly) 
Conventional annual rate (12 times monthly rate), 

L37 
17.76 
16.44 

1.30 
10.72 
16.60 

$43, 321. 22 
2, 370. 29 

45, 091. 61 
10, 211.61 

29, 480,00 

2, 323:22 
396. 13 

.15 

2, 719. 60 

32,199. 50 

48, 411, 01 

Percent 
7.8 
1,3 

9,22 

.93 
11.96 
11.40 

Of the 316 transactions in new trucks sold on 18-month histallments 
in 1935, data for which are presented in the above table, 264 transac
tions were fhianced by the factory-controlled finance company. Of 
these, 211 transactions were financed in that part of 1935 before the 
so-caUed 6-percent plan was put mto eft'ect, and 53 transactions were 
fhianced after that plan was made operative. The data for these 
two groups are presented separately in the above table. 

The residts of the sample of 211 transactions that were financed by 
the factory-controlled finance company before the 6-percent plan was 
put into eft'ect are the results that are comparable directly with tliose 
of the transactions financed by the factory-preferred finance com
panies. The finance charges in the 52 transactions that were financed 
by the factorjr-preferred finance companies in 1935 averaged 13.53 
percent of the total deferred cash purchase prices of these trucks, 
including the uisurance premiums. The corresponding percentage 
for the 211 transactions financed by the factory-controlled finance 
company during the comparable period was 12.77 percent. 
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The finance charges in the transactions financed by the factory-
preferred finance companies implied the payment b}^ these truck pur
chasers of interest on the unpaid balances of the cash purchase prices 
of their trucks, including the insura.nce iireiniums, at the average rate 
of 1,37 percent per month, or 17.75 percent per annum. The cor
responding rates implied in the finance chai'ges pertaining to the 211 
transactions financed hy the factory-controlled finance company 
during the period before the 6-perceiit plan was put into effect aver
aged 1.30 percent per month, or 16.72 percent per annum. I n inter-
pretmg these interest rates, however, the same caution applies as was 
stated in previous discussion. 

The finance charges in the 53 transactions financed by the factory-' 
controUed finance company after the so-called 6-perceiit plan was put 
into efi'ect averag-ecl 9,22 percent of the total deferred cash purchase 
prices of these trucks, including the insurance premiums. This^ 
average was nearly 28 jiercent below the corresponding average in the 
transactions financed liefore the 6-percent plan was put into effect.^ 
The finance charges in these 53 transactions implied the payment by 
these truck purchasers of interest on the unpaid balances of the cash 
purchase prices of their vehicle^s, including the hisurance premiums, 
at the averag-e rate of 0.95 percent per month, or 11.96 percent per 
annum. The introduction of the 6-percent plan reduced the average 
implied interest rates 27 to 28 percent. 

SECTION 4. T H E COST OF PUECHASING MOTOR VEHICLES ON INSTALL
MENTS I N 19.36, 1937, ANE 1938 

Introduction.—As stated in section 3, the principal competitors of 
General Motors Corporation and General Motors Acceptance Cor
poration reduced their basic fhiance charge rates to meet the General 
Motors 6-percent plan as soon as they could prepare the necessary 
rate charts and advertising matter; so that by the spring of 1936, 
practically the entire industry of financing installment sales of motor 
vehicles was operating on the 6-percent plan basis. Indeed, some 
of the other motor-velucle manufacturers and their related fhia.nce 
companies also announced and advertised so-called 6-percent plans. 
Furthermore, the automobile financmg industry continued to oper
ate on this basis through the rema.inder of the period covered by this 
investigation, namely, 1936, 1937, and the first half of 1938 For 
tbis reason i t has been possible to consolidate the sample data obtained 
of transactions financed in those 3 years histead of presenting them 
for the respective years separately. 

Cost of purchasing ne-w passenger cars on 12-monih installments in 
1936, 1987, and 1535.—Table 166 presents data wdth reference to 
6,086 transactions, representing an aggregate cash-sale value of nearly 
$6,024,000, in which dealers in the eastern half of the United States 
sold new passenger cars on 12-montli installments during 1936, 1937, 
and 1938. 



982 FEDERAL TRADE COMMISSION 

TABLE 166.—Cash purchase prices, retail insurance premiums, down payments, 
total deferred cash purchase prices, finance' charges, total tiyne prices, amounts 
of installment notes, percentages of finance charges io deferred cash purchase price, 
and rates of -interesi implied in finance charges for -ne-w passeiiger cars sold on 
12-month installments by dealers in the United States and financed by all groups 
of fina7ice companies in 1936, 1937, and 19S8 

Model group sample 

Factory-
controlled 

finance 
company 

Factory-
preferred 
fiuance 

companies 

Independ
ent finance 
companies 

To ta l sample 

Factory-
controlled 

finance 
company 

Factory-
preferred 
finance 

companies 

Independ
ent finance 
companies 

Number of transactions. 

Cash purchase price of 
vehicle as del ivered. . . 

Retail insurance pre
mium : 

1,195 1,623 1, 645 1,456 2,143 

$1,289,024, 64 $1, 

33,420,84 

Tota l cash pur
chase price of ve-
hicle and insur
ance — 

D o w n payment, includ
ing allowance for used 
car traded i n 

1, 323,051, 38 

726,403.93 

Total Jeferrcd cash 
purchase price 
of vehicle and 
insurance 506,660.45 

Finance charges: 
Finance company's 

provision for ex
penses and profit . 

Dealer's loss reserve. 
Dealer's bonus 
Dealer's addit ion to 

regu la r jmance 
charge . . . 

28,898.48 
7,295.64 

17.14 

Tota l fin,anc6 
• charge 

Face amount of pur
chaser's o b l i g a t i o n , 
p a y a b l e i n e q u a l 
month ly inst;Tllments. 

To ta l tune price 
of vehicle and 
insunruc,'? 

36,211.16 

632,861.61 

1, 359, 265. 54 

Fe.rcvnt:-isre TO total de
ferred v-vis.h prrchase i 
pric* of— 

Finiinee c-omp.'mT's 
prL-*v'Isici: for ex
pense ;r^v-: p r o f i t . . 

Dealer's kss re ie r re . 
DerJer-s -c-oii-ji 
Dealer's •jddiricc :o • 

r egu la r z.nance 
charge 

463,113.71 

64,146. 00 

$1,582,519,46 

55, 888, 68 

, 596,400. 66 $2, 064,149,13 $2, 363,362.06 

40, 228. 75 76, 679, 40 82, 757. 62 

., 507, 269.71 

803, 441, 61 

1, 638,408,14 

870,975.92 

,036,029.41 

881,317.16 

703, 818. 20 

32,306.60 
9,301,71 
1, 624, 69 

707,432,22 

38, 632. 48 
2, 294. 76 
9,171.97 

1, 236. 64 

756, 312. 26 

, 563. 66 
, 919, 40 

43, 630, IS 51,235,84 45,614,58 

S00,9'2li,S4 

1,550,SS9.S9 1,689,643.98 1,682,243.99 

2, 139,828.53 

1,16,5, 90S, 73 

983, 919. 80 

44, 848. 63 
13, 304. 83 
2, 245, 91 

3, 532. 89 

03,932.10 

1,047, 851.90 

2, 203, 700, 69 

PcTec:i: \ Pi-ce::t 
4.59! 5.02 
:.:32, .30 
.21 l.-ii 

. 16i 

Percent \ Percent 
4.S4I 4.56 
L i s ; 1.35 

.23 

.021 

-Tot^ii finance 
charge 

Rate of inreresr -imrilicd 
in total finance charge: • 

Per month . . . 
Efi.uivajeut :mnual 

rate (compounded i 
mnn th lv j : 

Gonvpnt ional an- j 
nuai :; . . t(- f l 2 1 
-1 m . - • m o n t h l v • 

0. 07i 

. 021 

U.oOi 

i 
a.̂ ,)4! 

6.20, 6.63: 

.94! 1.01' 

11.85! i z so ; 

"1 23' — 12 

.36 

6.04i 

.91; 

U..531 

I D. azi 

2,446,119, 68 

1,326, 190,95 

1, 119,928. 63 

59, 350. 21 
4,065. 27 

13, 672. 52 

2, 387. 39 

79,465.39 

1,199, 394. 02 

2, 525, 584, 97 

Percent 
5.30 

.36 
1. 22 

.21 

6. ,50 

.98 

12.44 

7. 09 

1.07 

13.03 

i : ; : 84-
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Of the 6,086 transactions in new passenger cars sold on 12-month 
instaUments by dealers in the eastern half of the United States during 
1936, 1937, and 1938, data for which are presented in the above table, 
1,456 transactions were financed by the factory-controlled finance i| 
company, 2,142 installment contracts were financed by the factory-
preferred finance compames, and 2,488 were financed by independent 
finance companies. Witlun these total samples, were subgroups of 
1,195, of 1,523, and 1,645 transactions, respectively, the finance 
charge percentages in which not only varied with practical continmty 
over a relatively narrow range but also e"videnced a considerable 
tendency to concentrate around central, or m..odal, values; and the 
data for these three subgroups are presented in the first three columns 
of the above table. 

The finance charges in the 1,456 transactions in new passenger 
cars sold on 12-month installments that were financed by the factory-
controlled finance company averaged 6.04 percent of the total deferred 
cash purchase prices of these automobiles, including the insurance 
premiums. The corresponding percentages in the samples that were 
financed by the factory-preferred and the independent finance com
panies were 6.50 and 7.09 percent, respectively. These finance-
charge percentages are to be compared -with the normal 6 percent 
for 12-month installment contracts under the 6-percent plan, which 
was in effect practically throughout this period. I t will be observed 
that the average percentage in the sample financed by the factory-
controlled finance company was only slightly above the normal, 
while the average percentages in the transactions financed by the 
factory-preferred and independent finance compames were respec
tively one-half point and 1.09 points above tins normal. 

The higher averag-e finance charge percentages in the transactions 
financed by the factory-preferred and the independent finance coin-
panies may be due in part to so-called fluctuations in sampling. 
Elowever, the main cause is the certain degree of hberality of the jl-.Ji 
factory-preferred finance companies and the even greater libera^hty 4\ 
of the independent finance companies in permitting the vending 
dealers to make a.dditions, or "packs," to the regular finance charges [:•! 
provided by the minimum rate charts furnished to the dealers, as dis- j ; ; ; 
cussed in section 3 of tbis chapter in comiection wdth the presentation f| 
of the data -with reference to new passenger cars sold on 12-month |;| 
installments. These dealers' "packs" are represented in part in the jjij 
above table by the amounts shown on the hne designated as "dealer's jili 
addition to regular fhiance charge"; but, in the case of the factory- ;[| 
preferred and the independent finance companies, due to the dual i|r. 
and multiple rate-chart systems, "packs" are also concealed in the 
amounts: purporting to be dealers' loss reserves and dealers' bonuses. 
I t \vill be observed that the dealers' participations in the finance 
charges in the 1,456 transactions financed by the factory-controlled 
finance company averaged 1.20 percent of the total deferred cash 
purchase prices of these automobUes, including the insurance pre
miums. Of this, S126.52, or 0.02 percent, represented dealers' addi
tions; but, due to the practice of tins finance compa,ny of rigorously 
ehminating dealers' adciitions where these represented no extra ser\dce 
rendered by the vending dealer to the pm'chaser, most, if not all, of 
these additions represent local recording fees, stamp taxes, and the 
hke that were paid by the vending dealers, included in the time 
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prices of the cars and reimbursed to the dealers by the finance com
pany. I n the case of tbe sample fhianced'by tbe factory-preferred 
finance companies, the dealers' loss reserves and bonuses together 
averaged 1.58 percent of the total deferred cash purchase prices of 
these automobiles, including the insurance premiums; and their total 
participations, including those segregated as additions to the regular 
finance charges, averaged 1.94 percent. The corresponding partici
pations by the dealers in the finance charges in connection with the 
transactions financed by the independent finance companies averaged 
1.58 and 1.79 percent, respectively. 

Coining to those portions of the total samples that are shown in 
the above table as modal subgroups, the finance charges in the 
transactions financed hy the factory-controUed finance company 
averaged 6.07 percent, those in the transactions financed by the 
factory-preferred finance companies averaged 6,20 percent, and the 
finance charges in the transactions financed by the hidependent 
finance companies averaged 6.68 percent of the total deferred cash 
purchase prices of these automobiles, including the insurance premiums. 

Tbe interest rates paid hy the car purchasers on the unpaid balances 
of the cash purchase prices of theh vehicles, including the insurance 
premiums, averaged 0.91 percent per month, or 11.53 percent per 
annum, in the case of the 1,456 tra,nsactions that were financed by the 
factory-controlled finance compa,ny. The corresponding rates in 
the total sample financed b j ' the factory-preferred finance companj'-
averaged 0.98 percent per month, or 12.44 percent per annum; and 
in the total sample financed hy the independent finance companies 
averaged 1.07 percent per month, or 13.63 percent per annum. These 
interest rates may be compared with the normal 0,9099 percent per 
month, or 11.48 percent per annum, for 12-month contracts under 
the 6-perceiit plan. For the entire sample of 12-month new passenger-
car transactions financed by all three groups of finance companies, 
the average rate of interest hnplied in the finance charges was 1 
percent per month, or 12.67 percent per amium. 

Cost of -purchasing new pas.senger cars o-ii 18-m.onth installme-nts i n 
1936, 1987, and 1938.—Tahle 167 presents simUar data with reference 
to 10,499 transactions m 1936, 1937, and 1938, in which dealers 
in the eastern half of the United States sold new passenger cars on 
18-nionth mstallments. These transactions represent an aggregate 
cash sales value of more than $10,127,000, The plan of this table is 
precisely simUar to that of the preceding table: Data are presented 
for the aggregate samples obtained, respectively, from the factoi-y-
controUed finance company, and the factory-preferred and the inde
pendent finance companies; data are also presented for modal sub
groups, i , e., groups of transactions the finance charge percentages in 
which varied with practical continuity over a relatively narrow range 
and also e-videncefl a considerable tendency to concentrate around 
central, or modal, values. 
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TABLE 167-—Cash purchase prices, retail insurance prem.iu-ms, down pay7ne7its, 

total deferred, cash purchase prices, finance charges, total time prices, amoimts of 
installment 7ioies, percentages of finance charges to deferred cash purchase price, 
and rates of i.7iterest invpUed -in finance charges for new passenger cars sold on 
18-7nonlh installments by dealers in the United States and financed by all groups 
of finance companies in 19S6, 1937, and 1,938 

Modal group sample Total sample 

Factory-
controlled 

finance 
company 

Factory-
preferred 
finance 

companies 

Inde
pendent 
finance 

companies 

Factory-
controlled 

finance 
company 

Factory-
preferred 
finance 

companies 

lude-
peudent 
finance 

companies 

Nimiber of transactions. 

Cash ])urchase price of 
vehicle as delivered... 

Retail insurance pre-

Total casb pm'-
ctiase price of 
vehicle aud in
surance 

Dow'n payment includ
ing ftUowance for used 
car traded in 

Total deferred 
cash purchase 
price of vehicle 
aild insurance... 

Finance charges: 
Finance company's 

provision for^ ex
penses and profit.. 

Dealer's loss reserve. 

1,771 2,921 3,389 2,019 3,890 4,690 Nimiber of transactions. 

Cash ])urchase price of 
vehicle as delivered... 

Retail insurance pre-

Total casb pm'-
ctiase price of 
vehicle aud in
surance 

Dow'n payment includ
ing ftUowance for used 
car traded in 

Total deferred 
cash purchase 
price of vehicle 
aild insurance... 

Finance charges: 
Finance company's 

provision for^ ex
penses and profit.. 

Dealer's loss reserve. 

$1,814,078.72 

69,101,47 

$2,758,947.69 

143, 657. 96 

$3,138,282.42 

169, 944. 68 

$2, 202, 522. 02 

80, 514. 73 

$3, 691,162. 26 

198, 361. 84 

$4, 233, 64-1. 30 

212,370. 58 

Nimiber of transactions. 

Cash ])urchase price of 
vehicle as delivered... 

Retail insurance pre-

Total casb pm'-
ctiase price of 
vehicle aud in
surance 

Dow'n payment includ
ing ftUowance for used 
car traded in 

Total deferred 
cash purchase 
price of vehicle 
aild insurance... 

Finance charges: 
Finance company's 

provision for^ ex
penses and profit.. 

Dealer's loss reserve. 

1,833, 240.19 

817,035. 31 

2, 907, 505. 65 

1,200,099. S-l 

3, 298, 227,10 

1,363, 618. 09 

2, 383,036. 75 

981, 154. 32 

3, 889, 524. 10 

1, 618, 542. 54 

4,446,014,88 

1, 841, 028. 50 

Nimiber of transactions. 

Cash ])urchase price of 
vehicle as delivered... 

Retail insurance pre-

Total casb pm'-
ctiase price of 
vehicle aud in
surance 

Dow'n payment includ
ing ftUowance for used 
car traded in 

Total deferred 
cash purchase 
price of vehicle 
aild insurance... 

Finance charges: 
Finance company's 

provision for^ ex
penses and profit.. 

Dealer's loss reserve. 

1,066,204.88 1, 707, 405. 81 1,944,609.01 1, 301,882. 43 2, 270,981. 50 2, 604,986. 38 

Nimiber of transactions. 

Cash ])urchase price of 
vehicle as delivered... 

Retail insurance pre-

Total casb pm'-
ctiase price of 
vehicle aud in
surance 

Dow'n payment includ
ing ftUowance for used 
car traded in 

Total deferred 
cash purchase 
price of vehicle 
aild insurance... 

Finance charges: 
Finance company's 

provision for^ ex
penses and profit.. 

Dealer's loss reserve. 
79,9U2. 78 
16, 919. 08 

124,892. 29 
26, 420, 53 
4, 072. SO 

1, 248.02 

160.006.42 
b, 490. 98 

24, 632. 77 

4, 836. 20 

96, 006. 43 
20, 035, 92 

165, 721, 69 
35,138. 29 
5, 355. 89 

6, 826. 98 

224, 631.19 
7, 682, 24 

33, 0.14. 88 

7, 612, -16 

Dealer's addition to 
regular finance 
charge 

Total finance charge.. 

Face amount of pur
chaser's obligation, 
payable in equal 
monthly installments. 

Total time price of 
vehicle and in
surance 

Percentage to total de
ferred cash purchase 
price of— 

Finance company's 
provision for ex
penses and profit.. 

Dealer's loss reserve 
Dealer's bonus 

71.83 

124,892. 29 
26, 420, 53 
4, 072. SO 

1, 248.02 

160.006.42 
b, 490. 98 

24, 632. 77 

4, 836. 20 137, 87 

165, 721, 69 
35,138. 29 
5, 355. 89 

6, 826. 98 

224, 631.19 
7, 682, 24 

33, 0.14. 88 

7, 612, -16 

Dealer's addition to 
regular finance 
charge 

Total finance charge.. 

Face amount of pur
chaser's obligation, 
payable in equal 
monthly installments. 

Total time price of 
vehicle and in
surance 

Percentage to total de
ferred cash purchase 
price of— 

Finance company's 
provision for ex
penses and profit.. 

Dealer's loss reserve 
Dealer's bonus 

96, 893. 69 156, 633. 64 194,900. 37 116,779. 22 212,042. 73 273, 370. 77 

Dealer's addition to 
regular finance 
charge 

Total finance charge.. 

Face amount of pur
chaser's obligation, 
payable in equal 
monthly installments. 

Total time price of 
vehicle and in
surance 

Percentage to total de
ferred cash purchase 
price of— 

Finance company's 
provision for ex
penses and profit.. 

Dealer's loss reserve 
Dealer's bonus 

1,163, 098. 57 1, 804, 039.46 2, 139, 575. 38 1, 418, 061. 65 2, 483, 024. 31 2, 878, 357.16 

Dealer's addition to 
regular finance 
charge 

Total finance charge.. 

Face amount of pur
chaser's obligation, 
payable in equal 
monthly installments. 

Total time price of 
vehicle and in
surance 

Percentage to total de
ferred cash purchase 
price of— 

Finance company's 
provision for ex
penses and profit.. 

Dealer's loss reserve 
Dealer's bonus 

1, 980, 133. 88 3, 004,139. 29 3, 493, 193. 47 2,399, 815, 97 4,101, 566. 85 4,719,385.65 

Dealer's addition to 
regular finance 
charge 

Total finance charge.. 

Face amount of pur
chaser's obligation, 
payable in equal 
monthly installments. 

Total time price of 
vehicle and in
surance 

Percentage to total de
ferred cash purchase 
price of— 

Finance company's 
provision for ex
penses and profit.. 

Dealer's loss reserve 
Dealer's bonus 

Percent 
7.49 
1. 59 

Percent 
7.31 
1. 56 
.24 

.07 

Percent 
8. 23 
.28 

1.27 

.25 

Percent 
7. 42 
1.54 

Percent 
7.30 
L 56 
. 23 

.20 

Percent 
8. 62 
.29 

1. 29 

.29 

Dealer's addition to 
regular finance 
charge 

Total finance 
charge 

Rate of interest implied 
in total finance charge: 

Per month 
EQuivalent annual 

rate (compounded 
monthly) 

Conventional an
nual rate (12 times 
monthly rate) 

.01 

Percent 
7.31 
1. 56 
.24 

.07 

Percent 
8. 23 
.28 

1.27 

.25 .01 

Percent 
7.30 
L 56 
. 23 

.20 

Percent 
8. 62 
.29 

1. 29 

.29 

Dealer's addition to 
regular finance 
charge 

Total finance 
charge 

Rate of interest implied 
in total finance charge: 

Per month 
EQuivalent annual 

rate (compounded 
monthly) 

Conventional an
nual rate (12 times 
monthly rate) 

9.09 

,93 

11,78 

11, 10 

9.17 

.94 

11. 89 

11.28 

10.03 

1. 03 

13. 03 

12. 36 

8.97 

.92 

11.62 

11.04 

9. 34 

.90 

12.11 

11.52 

10.49 

1.07 

13. 65 

12. 84 

til M 

iifi 

.Pi 
I 

1 li-

i! ll 

171233—30- -64 
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Of the 10,499 transactions in new passenger cars sold on 18 months 
installments in 1936, 1937, and 1938, data for which are presented in 
the above table, 2,019 transactions representing a ca.sh sale value of 
more than $2,202,500 were financed by the factory-controlled finance 

III company, 3,890 instalhnent contracts representing a cash sale value 
of nearly $3,691,200 were financed by the factory-preferred finance 
companies, and 4,590 transactions representing a cash sale value of 
more than $4,233,600 were financed by the independent finance 
companies. 

The finance charges in these transactions averaged 8,97 percent of 
the total deferred cash purchase prices of the automobiles, including 
the insurance premiums, in the transactions financed by the factory-
c.cntroUed finance company, 9.34 percent in the transactions financed 
by the factory-preferred finance companies, and 10.49 percent in the 
transactions financed bj^ the independent finance companies. I n 
the modal subgroups, the finance charges in the transactions financed 
by the three groups of fina.nce companies averaged respectively 9.09 
percent, 9,17 percent, and 10,03 percent. These fiiiance charge 
percentages are to be compared with the normal 9 percent for 18-
inontli installment contracts under the so-caUed 6-percei'.t plan, which 
was in effect during this period. I t wUl be observed that the average 
finance-charge percentages in the transactions financed by the factory-
controlled finance company did not differ greatly from this normal, 
while the percentages in the transactions financed by the factory-
preferred finance companies exceeded the normal somewhat on the 
average, and the average percentages hi the transactions financed by 
the independent fhiance companies exceeded this normal by more 
than 1 point percent. The reasons for these deviations have already 
been discussed and need not be repeated here. 

Tiie fin.ance charges in the 2,019 18-m.oiitli installment contracts 
financed by the factory-controUed finance company implied the pay
ment by these automobUe purchasers of interest on the unpaid 
balances of the cash purchase prices of theh cars, includhig the insur
ance premiums, at the average rate of 0.92 percent per month, or 
11.62 percent per annum. The corresponding rates implied in the 
finance charges in the 3,890 transactions fina.nced hy the factory-
preferred fina.nce companies were 0,96 percent per month, or 12.11 
percent per aiinimi; and the like rates hnplied in the fhiance charges 
in the 4,590 transactions fina.nced by the mdependent finance com
panies averaged 1.07 percent per month, or 13.65 percent per annum. 
The interest rates implied in the finance charges in the transactions 
included in the three modal subgroups clid not differ substantially 
from those just sta.ted for the total samples. However, the reminder 
is again pertinent that, although the purchasers of these cars did the 
equivalent of paying interest at these rates on the impaid balances of 
the cash purchase prices of their automobUes, mcluding the insurance 
premiums, not all of this constituted net profit to the fhiance com
panies. Not only were portions of the finance charges consumed in 
operatmg expenses of the fina.nce compa.uies themselves, but portions 
of them were paid to the vending dealers as loss reserves, or bonuses, 
or in the payment to these dealers, especiaUy m the case of the 
factory-preferred and independent fiiitince conipanies, of "packs" 
added by these dealers to the regiUar finance charges. These partici
pations by the dealers avera^ged 1.55 percent of the total deferred cash 
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purchase prices of the automobUes figuring in the transactions financed 
by the factorj^-controUed finance company, to 2.04 percent in the 
transactions financed by the factory-preferred finance companies, 
a,nd to 1.87 percent in the transactions financed by the independent 
finance companies. 

Cost of purchasing -new passenger cars on 24.-m.onth installments i n 
1936, 1937, and 1938.—The samples coUected by this Commission in 
this investigation hicluded 10,570 transactions m 1936, 1937, a.nd 1938, 
representing a cash sale value of more than $9,635,000, in which, deal
ers in the eastern half of the United States sold new passenger cars on 
•24-month installments. The data pertaining to these transactions 
are presented in table 168. The plan of this table is precisely shnilar 
to the preceding two tables, the data for 512 such transactions that 
were financed by tbe factory-controlled fiuance company, for 4,705 
tra.nsactions that were financed by tbe factory-preferred finance 
com.panies, and for 5,353 transactions that were financed by the 
independent finance com.pa,nies behig presented separately. Within 
these total samples were subgroups of transactions, the finance charge 
percentages in which varied -with practical continuity over a relatively 
narrow range and also e-videnced considerable tendency to concen
trate around central, or modal, values; and tbe data for these medal 
subgroups are also presented separately in the table. 
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TABLE 1C8.—Cash purchase prices, reiail insurance pre-mimns, down payments, total deferred cash purchase prices, finance charges, total time ^ 
-prices, amo-wnis of i.7istall-menl notes, percentages of finance charges io deferred cash purchase price, and rales of -interest implied in finance QQ 
charges for 7iew passe7iger cars sold on 24--month i-nslallmenis by dealers in the United States and financed by all groups of finance companies 
in 1936, 1937, and 1938. 

.Number of transactions.. 1 

t.:nsh purchase price of vehicle as delivered -.-
Retail insurance premium 

Total casb purchase price of vehicle and insurance 

Down payment, including allowance for used car traded in 

Total deferred cash purchase price of vehicle and insurance 

Finance charges: 
Finance company's provision for expenses and profit. 
Dealer's loys reserve 
Healer's bonus 
De:iler's addition to regular finance charge 

Total finance charge 

Face amount of purchaser's obligation, payable in equal monthly installinents 

Total time price of vehicle and insurance 

Percentage to total deferred cash purchase price of— 
Finance company's provision for expenses and profit 
Dealer's loss reserve .. 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance charge 

Rate of interest implied in total finance charge: 
Per month . — 
Equivalent annual rate (compounded monthly) 
Couveutioual annual rate (12 times monthly rate) 

Modal group sample 

Factory-
controlled 

finance 
company 

324 

$329,423. 33 
15, 920. 43 

345,343.76 
127, 997. 40 

217, 346. 36 

21, 691. 32 
4, 485. 96 

00.99 
11.80 

, 26, 250. 07 

.93 
11.79 
U. 10 

Factory-
preferred 
finance 

companies 

3, 566 

$3, 353, 478. 97 
218,542.49 

3. 67'2, 021. 46 
1, 267,046. 78 

2, 304, 974. 68 

230, 703. 62 
3,5,460.41 
4, 410. 36 
1, 097, 07 

280. 732. 00 

.94 
11.89 
11.28 

Independent 
finance 

companies 

4, 079 

S3, 427, 609. 83 
2'29, 573. 20 

3. 657. 083.03 
1, 306, 524. 23 

2, 360, 568. 81 

243, 186. 21 
6, 903. 41 

36,778.81 
5, 142. 79 

291,011.22 

2, 641, ,570. 03 

3, 948, 094, 25 

Perceni 
10. 35 

.25 
1.56 

12. 38 

.9(1 
12. 09 
11.62 

Total sample 

Factory-
controlled 

finance 
compajiy 

$651, 240.60 
25,905,01 

677, 235. 61 
210, 512. 65 

366, 092. S6 

36, 668.60 
7,046.02 

152. OS 
62. 51 

43, 929. U 

410, 621.97 

621,164.62 

Percent 
10.00 
1.92 
.04 
.02 

11.98 

.93 
11.69 
11.16 

Factory-
preferred 
finance 

companies 

.$4, 4S6, 388. 67 
•292, 3T9. 28 

4, 778. 7li7. 95 
1, 705, 805. 93 

3,072,902.02 

318. 4-40. 68 
46.880.09 
,5; 510.89 
8, 068. 99 

378, 900. 65 

3. 451, ,862. 67 

6,167, 668. 60 

Percent 
10.36 
1.53 
. IS 
.26 

12. 33 

.95 
12.04 
11.40 

Independent 
finance 

companies 

$4, ,597, 069. 26 
302, SSL. 54 

4, 900, 250. 79 
1,763, 689.61 

146, 661.15 

346, 420. 34 
8,109.51 

48, 381. 28 
9. 666.26 

412, 677.39 

3, 669. 238. 64 

5, 312. 82S. 18 

Percent 
11.01 

.26 
L54 
-.30 

13.11 

1.01 
12. 82 
12. 12 

fel 
o 
H 

H 

> 
o 
Q 
O 

OT 
M 
I—I 

•o 
•2! 
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The finance charges in the 512 24-month installment contracts 
financed by the factory-controlled finance company, data for which 
are presented in one column of the above table, averaged 11.98 
percent of the total deferred cash purchase prices of these automobiles, 
:including the insurance premiums. The like charges in the 4,705 
transactions financed by the • factory-preferred finance companies 
averaged 12.33 percent; and the finance charges in the 5,353 trans-
:actioiis financed by the independent fhiance companies averaged 13.11 
percent. For the modal subgroups of transactions, the average 
finance charge percentages in the transactions financed by the three 
groups of finance companies in the same order were respectively 12.08, 
12.18, and 12.38 percent. These finance charge jiercentages are to be 
•compared with the normal 12 percent for 24-inontb transactions under 
the so-called 6-percent plan, which was m eft'ect practically throughout 
this period. Again i t will be observed that the average finance 
'Charge percentages in the transactions financed by the factory-con
trolled finance compa.ny were close to this normal, while the finance 
charge percentages in the transactions financed by the factory-
preferrecl finance companies averaged somewhat higher, and the aver-
•age finance charge percentages in the tra.nsactions financed by the 
independent finance conipanies exceeded this norm.al by even greater 
.amounts. The reasons for these variations from group to group of 
the finance companies have already been discussed in comiection 
with previous tables and need not be restated here. 

The finance charges in the 512 24-nionth installment contracts that 
constituted the total sample fuianced by the factory-controUed finance 
companj'- implied the payment by these car purchasers of interest 
on the unpaicl balances of tbe cash purchase prices of their automobiles, 
hicluding the insurance premiums, at the average rate of 0.93 percent 
per month, or 11.69 percent per annum. The correspondmg rates 
in the 4,705 transactions constituting tbe total sample financed by 
the factory-preferred finance companies averaged 0.95 percent per 
month, or 12,04 percent per annum; and the like rates implied in the 
finance changes in. the 5,353 transactions constitutiDg the total sample 
financed by the mdependent finance companies averaged 1.01 percent 
per month, or 12.82 percent per annum. The rates of interest implied 
xn the finance charges hi the three model subgroups of transactions 
clid not differ greatly from those just stated for the total samples, 
•except that the rate imphed in the 4,079 transactions financed by 
the independent fina,nGe companies averaged 0.96 percent per mionth 
or 12,09 percent per annum, and was therefore closer to the rates 
implied in the finance charges in the transactions financed by the 
factory-controlled and factory-preferred finance companies. How
ever, in uiterprethig these interest rates, there is pertinent the custom
ary caution that tbe rates of net profit to the fhiance conipanies were 
considerably lower than these implied interest rates paid by the car 
purchasers because of the porticns of the finance charges that were 
consumed in the operating expenses of the fhiance companies and 
because of the portions that were paid to the participating dealers 
as loss reserves and bonuses and also of the amoimts paid to these 
dealers representing their "packs." I n the transactions fina.nced by 
the fa.ctoiy-controlled finance company, these dealers' particijiations 
averaged 1,98 percent of the total deferred cash purchase prices of 
the automobiles, hicluding the hisurance prenuuiiis; the corresponding 
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participations hi the finance charges in the transactions financed by 
the factory-preferred finance companies averaged 1,97 percent and 
hi the transactions financed by the hidependent finance companies 
averaged 2.10 percent. 

Cost of purchasing neiv trucks on 12-m.onth instaUments i n 1936, 
1937, amd 1938,—Table 169, presents similar data with reference to 
772 transactions in 1936, 1937, and 1938 in which dealers in the 
eastern half of the United States sold new trucks on 12-nionth install
ments. These trucks had an aggregate cash sales value of a little 
more than $679,400. 

TABLE 169.—Cash purchase prices, retail i7isurance premi-u7ns, down payments,, 
total deferred cash purchase prices, finance charges, total lime prices, amoimts o f 
instalhnenl 7iotes, percentages of finance charges to deferred cash purchase price, 
and rates of interest implied -in finance charges for new trucks sold on 12 months 
installmenls by dealers in ihe United States and fi7iance.d by all groups of finance 
companies in 1936, 19S7 and 1938, 

Factory-
controlled 

finance 
company 

Factory-
preferred 
finance 

companies 

Independent 
finance 

companies 

Number of transactions 

Cash purchase price of vehicle as delivered. 
Rettiil insurance premium 

Tota] cash purchase price of vehicle end insurance 
Dotvn payment, including allowance for used car traded i n . . 

Total deferred cash purchase price of vehicle and in
surance 

Finance charges: 
Finance company's provisions for expenses and profit. 
De;iler's loss reserve 
Dealer's bonus 
.Dealer's addition to regular finance charge... 

Total finance charge-

Face amoimt of purchaser's obligation, payable in equal 
monthly installments : 

Total time price of vehicle and insurance.. 

Percentage to total deferred cash purchase price of— 
Finance company's provision for expense and profit.. 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge.. 

Total finance charge 
Rate of interest implied in total finance charge— 

Per month 
Equivalent annual rate (compounded monthly) 
Conventional annual rate (12 times monthly rate). 

27S 

.$277, 686. 43 
11,318.6b 

289, 005. 08 
no, 088.09 

916. '• 

8, 276,6G 
2,108.14 

0 
7. 50 

10, 392. 50 

ISO, 309. 40 

299, 397. 68 

Percent 
4.87 
1.24 
0.00 
.01 

6.12 

.93 
11.70 
11.16 

$271,023. 67 
12, 228. 54 

283, 252. 21 
UO, 074. 42 

9, 069. 76 
1,985. 28 

119.18 
173. 64 

11,348.74 

184, 520. 63 

294, 600. 95 

Perceni 
5.24 
1.16 
.07 
.10 

6. 66 

12. 66 
11.88 

162-

$130,706.97 
4, 984. 47 

13,5. 690. 44 
65, 986.19 

79, 705. 26 

5, 722. 40 
380.12 
624. 04 
173. 34 

., 899.'. 

86, 606. 21 

142, 590,40 

Percent 
7, IS 
,48 
,78 
,22 

8.66 

1.30 
16. 7S 
15. 60 

Of the 772 transactions in new trucks sold on 12-nionth mstall
ments hi the eastern half of the United States during 1936, 1937, 
and 1938, data for which are presented in the a.bove table, the sample 
of transactions financed hy the factory-controlled finance company 
comprised 342 tra.nsactions, that fhianced by the factory-preferred 
finance companies comprised 278 transactions, and the sample financed 
by the independent finance companies contamed 152 transactions. 
The finance charges in these transactions averaged 6.12 percent of 
the total deferred cash purchase prices of the trucks, includhig the 
insm-ance premiums, in the case of the factory-controUed finance 
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company, 6.55 percent in the transactions financed by the factory-
preferred finance companies, and 8.66 percent in those financed by 
the independent finance companies. 

Thus, i t wil l be observed, the finance charges in the transactions 
financed by the factorj'-preferred finance companies averaged some
what lugher tban those in the transactions financed by the factory-
controlled finance company; and the finance charges in the transactions 
financed by the independent fina.nce .companies average highest. As 
stated in previous discussion, these differences are due in considerable 
part to the differences in attitude among the three groups of finance 
company toward permission to the vending dealers to make additions, 
or "packs," to the regular finance charges as provided in the minimum 
rate charts furnished by' the finance companies to the dealers. This 
is evidenced in the above table, in part, hy the amounts shovvii on the 
line designated as "dealer's addition to regular fhiance charge." I n 
the 342 tra,nsactioiis financed by the factory-controlled finance com
pany, these additions aggregated only $7,50; and, in all probabUity, 
they represented local I'ecording fees and the hke that were paid by 
the vending dealers, included in the total time prices of the trucks 
and in the installment contracts, and reimbursed to the dealers in 
the checks from the finance company. 

The like additions in the 278 transactions financed by the factory-
jireferred finance companies aggregated $173,54, or one-tenth of 1 
percent of the total deferred cash purchase prices of these trucks, 
including the insurance premiums; and the hke charges in the 152 
tra.nsactions fintinced by the independent finance coinpa.nies aggre
gated $173,34, or 0.22 percent of the unpaid cash purchase prices of 
the trucks. While a certain jiortion of these additions made by the 
vending dealers in transactions financed by the factory-preferred and 
the independent finance compa,nies represented recording fees, notary 
fees, and stamp taxes paid hy the vending dealers included in the total 
charges and reimbursed to them, a considerable portion represents 
additions made by these dealers to the regular finance charges for no-
extra service rendered by them. Furthermore, due to the dual and 
multiple rate chart systems employed hy the dealers financing through 
certain of these finance conipanies, other "packs" are included in the 
amounts shov/n in the table as dealer's loss reserves and dealer's 
bonuses. I t wdll be observed that the participations in the finance 
charges by the dealers averaged 1.32 percent of the total deferred 
cash jbiirchase ]3rices of the trucks, including the insui'ance premimns, 
in the transactions fhianced by the factory-preferred finance companies.. 
and averaged 1.48 percent in the transactions financed by the inde
pendent finance companies, as compared wdth 1.25 percent in the 
transactions fina.nced by the factory-controlled finance companj-. 
I t will also be observed that the portion of the total finance charges 
retained hy the finance companies for the purpose of ineeting their own 
operating expenses and providing them wdth profit were higher per
centages of the total deferred cash purchase prices of the trucks 
in the case of the factory-preferred and the independent fina^nce 
coinpa.nies than hi the case of the tra.nsactions financed by the factory-
controlled company—5.24 and 7.18 percent, respectively, as compared 
•with 4,87 percent. These greater percentages are due in part to the 
practice of certain of these finance companies in retaining for them-



'992 . FEDERAL TRADE COMMISSION 

selves a portion of the "packs" inserted into the regular finance 
charges by the vending dealers. 

The finance charges in the 342 transactions that were financed by 
the factor3'--controlled finance company implied the payment by the 
truck purchasers of interest on the impaid balances of the cash pur
chase prices of their vehicles, hicluding the uisurance premiums, at 
the rate of 0.93 percent per month, or 11.70 percent per annum. 'l?lie 
like rates of interest implied hi the finance charges in the 278 12-month 
new truck transactions financed by the factory-preferred finance 
•companies a.veraged 0,99 percent per month, or 12.55 percent per 
annum; and the rates implied in the 152 tra.nsactions financed by the 
independent finance companies averaged 1,30 percent per month, or 
16.78 percent per annum. However, in the interpretation of these 
imphed interest rates, the reminder is due that, W'hile the purchasers 
•of these new trucks on 12-month installments did the equivalent of 
jDaj'-ing interest at these ra.tes on the unpaid balances of the cash 
purchase prices of the vehicles, includhig the insura.nce premiums, 
not all of this constituted net profit to the finance conipanies for reasons 
stated in previous discussion: The rate of net profit to the factory-
controlled finance company on the total capital employed in its 
business was 6.65 percent in 1936 and 5,56 percent in 1937; the 
corresponding rates of net profit on the total capital employed in 
the businesses of the factory-preferred finance companies were 7.92 
and 6.47 percent, respectively, and on the total capital employed in 
the businesses of the independent finance companies from wdioin 
data were obtained were 9-44 and 7,86 percent, respectively. 

Cost of purchasing new trucks on 18-month installme-nts in 1936, 
1937, and 1938,—Table 170 presents data with reference to 1,084 
other transactions in 1936, 1937, and 1938 in which dealers in the 
eastern half of the United States sold new trucks on 18-month install
ments. Tbese trucks had an aggregate cash sale value of a little 
more tban $989,000. 

Of the 1,084 tra.nsactions in new trucks sold on 18-mont.li install
ments in the eastern half of the United States in 1936, 1937, and 1938, 
data for wdiich are presented in the next table, 304 transactions 
were financed by the factory-controlled finance coinpany, 452 were 
fina.nced by the factory-preferred finance companies, and 328 trans
actions w-ere financed by the independent fhiance companies. The 
finance charges hi the transactions fuia-nced by the factory-controlled 
hnance compa.ny averaged 9.04 percent of the total deferred cash 
purchase prices of these trucks, including the insurance premiums; 
those in the transactions financed by the factory-preferred finance 
companies averaged 9.47 percent; and the like charges in the trans
actions financed by the independent finance compames averaged 
11,75 percent. These finance charge percentages are to be compared 
-with a normal 9 percent for 18-month installment contracts under tbe 
so-caUed 6-percent plan. I t wih be observed that the average in 
the tr-ansactions financed by the factory-controUed finance company 
wnj only a trifle above that normal, wdiile the avera.ge in the trans-
aciions financed by the factoiy-preferred finance companies was 
30inê -.-h;-it gre-ater and tlie average in the transactions financed by the 
ind'^pe.'idenr .finanfe companies w-as 2.75 points percent .above that 
uo'-niid. 
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TABLE 170,—Cash purchase prices, retail i7isu.rance premiums, down payments, 

total deferred cash purchase prices, finance charges, total lime prices, amounts of 
instalhnenl 7i.otes, percentages of finance charges io deferred cash purchase price, 
and rates of inleresl implied in fi.nance charges for ne-w Trucks sold on 18-7nonth 
instalhnents by dealers in United States and financed by all groups of finance 
compa7iies i7i 1936, 1937, a7id 1938. 

Number ot transactions 

Cash purchase price of vehicle as delivered. 
Retail insurance premium 

Total cash purchase price of vehicle and insurance . 
Down payment, including allowance for used car traded i n . . 1 

Total deferred cash purchase price of vehicle and in
surance 

Finance charges: 
Finance company's provision for expenses and profit. 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge . 

Total finance charge-

Face amotmt of purchaser's obligation, payable in equal 
monthly installments... 

Total time price of vehicle and insurance.. 

Percentage to total deferred cash purchase price of— 
Finance company's provision for expense and profit. 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance charge.. 

Rate of interest implied in total finance charge: 
Per month 
Equivalent annual rate (compounded monthly). . . 
Conventional annual rale (12 times monthly rate). 

Factory-
controlled 

finance 
company 

304 

$247, 542. 89 
13,060.64 

260. 603. 53 
93; 890. 43 

166,713.10 

12, 408. 87 
2. 674.12 

15, 078. 37 

181, 791. 47 

275. 681. 90 

Percent 
7.44 
1. 60 

1.04 

.93 
I L 73 
11.16 

Faolory-
preferred 
finance 

companies 

452 

466, 599. 46 
30,080. 80 

496, 680. 32 
166, 640. 76 

330,039. 50 

Independent 
finance 

companies 

328 

$274.398.41 
16,038.84 

290,937. 25. 
101,344. 88 

189, 592. 37 

26,101. 97 
4. 245. 18 

352. 91 
540.70 

31, 246. 76 

361, 286. 32 

627, 927. 08 

Percent 
7.91 
1.29 
.10 
.17 

9.47 

19, 254. 94 
6S2. 96 

1, 836. 90-
503.15 

22, 276. 95 

211.809, 32 . 

313. 214. 20 

Percent 
10.16 

.36 

.97 

.26 

11.75 

12.28 
11.04 

1.20 
15.34 
14. 40̂  

' Negative quantity. 

Again the prmcipal expla.nation of the larger average finance charge 
percentages m the transactions financed by the factory-preferred and 
the independent finance comjjanies than in the transactions financed 
by the factory-controlled finance companj'- is the presence in the total 
finance charges in the transactions fina.nced by the first two mentioned 
groups of finance coinpany of dealers' additions, or "packs," to the 
regular finance charges. In the sample of 304 transactions financed 
by the factory-controlled finance company, dealers made errors against 
themselves to such an extent that, in the aggregate, they received 
$4.62 less than the cash sale prices of their trucks. I n the 452 trans
actions financed hy the factory-preferred finance conipanies, the 
dealers made ascertained additions to the regular fhiance charges 
aggregating $546.70 or approximately one-sixth of 1 percent of the 
total deferred cash purchase prices of all of the trucks included in this 
sample; and in the 328 transactions financed by the independent 
finance companies, the dealers made ascertained additions aggregating 
$503.15, or a little more than one-fomth of 1 percent of the total 
deferred cash purcluise prices of these trucks, including the insurance 
preniiimis. As stated in the discussion of the preceding table, how
ever, due to the dual and multiple rate chart system applied by the 
dealers financing wdth certain of these factory-preferred and inde-
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pendent finance companies, additional "packs" were concealed in the 
amounts purporting to be dealer's loss reserves and dealer's bonuses. 
The participations by the vending dealers in the finance charges in 
these transactions averaged 1.56 percent of the total deferred cash 
purchase prices of the trucks, including the insurance premiums, in 
the tra.nsactions fina.nced by the factory-preferred finance companies 
and 1.59 percent in the transactions financed by the independent 
finance companies as compared wdth 1.6,0 percent in the transactions 
financed by the factory-controlled finance company. Again, further
more, the portion of the finance charges retained hy the finance 
companies for the purpose of meeting their operating expenses and 
providing them wdth profit averaged higher in the transactions financed 
by the factory-preferred and the independent finance companies than 
in the transactions financed by the factory-controlled finance com
pany—7.91 and 10.16 percent, respectively, of the total deferred cash 
purchase prices of the trucks, including the insurance premiums, as 
compared with 7.44 percent. 

The finance charges hi the 304 eighteen-month new truck transactions 
financed by the factory-controUed finance company implied the pay
ment by the car purchasers of interest on the unpaid balances of the 
cash purchase prices of these trucks, including the insurance premiums, 
at the rate of 0.93 percent per month, or 11.73 percent per annum; 
the like rates of interest implied in the finance charges in the 452 
transactions financed by the factory-preferred finance companies 
averaged 0.97 percent per month, or 12,28 percent per annum; and 
the like rates implied in the fina.nce charges in transactions financed 
by the independent finance companies averaged 1,20 percent per 
month, or 15.34 percent per annum. Again, however, the reminder 
is due that, although the purchasers of these new trucks on 18-month 
instaUments did the eqiuvalent of paying interest at these average 
rates on the unpaid balances of the total deferred cash purchase prices 
of their trucks, including the insurance premiums, not all of this . 
constituted net profit to the finance companies for reasons stated 
previously in these discussions, the rates of net profit to these finance 
companies on the total capital employed in their business in 1936 and 
1937 were stated at the end of the discussion of new" trucks sold on 
12-month installments. 

SECTION 5. ILLITSTRATIONS OF SPECIFIC PRACTICES AND CHARGES I N 
FINANCING INSTALLMENT SALES OF NEW MOTOR VEHICLES I N 
VARIOUS REGIONS. 

Introduction,—The original draft of this chapter classified trans
actions according to divisions of the eastern half of the United States 
in which they occurred—North Atlantic, South Atlantic, North Cen
tral, and South Central—and it presented the data accordingly, each 
table being devoted to the data pertaining to transactions financed 
by a single class of finance company. Thus, in presenting the data 
wdth reference to transactions in wdiich new' passenger cars were sold 
ou IS-month installments by dealers in South Atlantic regions in 
1935, these data were presen-tsii in tliree successive tables, one con-
taif-iing the d;-.'-;.vi with reieresce to tr-ansacticns financed hy the factory-
coui.i'oiUnl iiut-,"c? "?ir!.̂ -5.rLV, 'iciJz second beins devot/̂ d to transactions 
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financed by the factory-preferred finance companies, a,nd the third 
presenting the data for transactions financed by the indejiendent 
finance companies. Similarly for transactions in which new" cars were 
.sold on 18-inonth installments, in which new trucks were sold on 
12-month installments, and so on. Each of these individual tables 
presented not only the aggregate data for the sample, and in many 
•cases the aggregate data for a modal subgroup, but also the data for 
the two transactions in the sample that had the maximum and the 
minimum finance charge percentages. 

I n the process of consolidating these samples for purpose of con
densing this text, the samples for the four groups of regions were 
-combined, as also were the samples for 1936, 1937, and 1938. Fur
thermore, the tables in which were presented the data so consolidated, 
showed, for each class of vehicle and for each duration of contract, 
the aggregate data for the samples of transactions that were financed 
Tespectively by the three classes of finance company. I n consequence, 
i n order to keep these tables down to a practical size, i t was necessary 
to omit from these tables the data with reference to the transactions 
wi th the minimum and tbe maximum finance charge percentages. 
•Such condensation necessarUy eliminated from the discussion a'large 
number of specific illustrations, the details of whicb were not only 
interesting but informative as to the va.rious kinds of practices indulged 
i n by vending dealers and by various finance companies in various 
regions in the eastern half of the United States. Although all that 
part of the original draft that has been omitted from tins re\dsed 
draft of tins chapter is presented in appendix 4, i t is deemed desirable 
to present in this section of this chapter a few chosen tables and 
illustrations for the purpose of Ulustrating a few of the specific practices 
.referred to. 

Cost of purcfias-ing new passenger cars on 12-month installments i n 
.North Central regions in 1935.-—The areas around and centermg in 
Detroit, Cleveland, Indianapolis, Chicago, Milwaukee, Minneapolis, 
'Omaha, Kansas City, and St. Loais are spoken df in this chapter as 
•"North Central regions." 

Table 171 presents data wdth reference to 420 transactions in v/hich 
new passengei' curs were sold on 12-mo..ntli installments by dealers in 
North Central regions in 1935, these transactions being financed by 
factory-controlled finance companies. This ta.ble presents the data 
not only for the total sample of 420 transactions and for the 2 trans
actions with the minimum and the niax:iinuni finance chai-ge percent
ages, respectively, but also for tw-o subgroups, namely, a subgroup of 
230 transactions that occurred and were financed prior to the date at 
wdiich the so-caUed 6-percent plan went into efl'ect; a subgroup of 67 
transactions that occurred and were financed after the 6-percent 
plan became effective. I n each of these two groups, not only did 
the finance charge percentages vary wdth i.iractical continuity over a 
certain narrow" range, but they also slio-wed a marked tendency to 
concentrate around a central or modal value. 
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T-^BLB 171.—Cash purchase prices, reiail insura-rice pre^niums, down payments, 
total deferred cash purchase prices, finance charges, total ii-me prices, amoimts of 
installment notes, percentages of finance charges to deferred cash purchase price, 
and rates of interest implied in fi.nance charges for new passenger cars sold on 
12--monih inslalhnenis by dealers i7i A^orth Ce7itral Regio7is and financed by factory-
controlled fi.7iance company in 1936 

l-'ransaction with— 

Mini
mum fi
nance 
charge 

per
centage 

Maxi
mum fi
nance 
charge 

per
centage 

Total 
6-perccnt 

modal 
group 

Total 
pro-6-

percent 
modal 
group 

Total 
sample 

Number of transactions 

Gash purchase price of vehlclo as delivered. 
Retail insurance premium 

67 230 

$3,044.00 •$917.00 
8. 66 

$30, S7S. 40 
1. 766.10 

$221, 602. 36 
6, 674. 14 

$403, 039. 03 
11,017.71 

Total cash purchase price of vehicle aud 
insurance 

Down payment, including allowance for used 
car tra:led in. 

3,044. OU 

1,145.00 

925. 66 

636. 00 

8-2, 844. 56 

43, 111. 09 

227, 276. 49 

121, 066. 94 

Total^ deferred cash purchase price of 
vehicle and insurance 

Finance charges: 
Finance company's provision for expenses 

and profit 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge.. 

Total fiuance charge 

1,.899.00 389. e 3D, 633.47 100, 209. 55 

474, 657. 34 

-242,454.01 

232,203.33 

85. 80 30. 83 
6. 06 

1,898. 69 
474. 64 

6, 982. 31 
1, 483, 24 

13,997.10 
2, 886. 97 

14. 65 2.65 

86.80 61. 44 2, 373. 23 8, 468. 20 10, 906. 52 

Face amount of purchaser's obligation, payable 
in equal mont'nly installments 41,906.70 114,677 249,109. 85 

Total lime price of vehicle and insurance. 

Percentage to total deferred cash purchase 
price of— 

Finance company's provision for expense 
aud profit 

Dialer's loss reserve 
Dealer's bonus. 
Dealer's addition to regular finance charge. 

Total finance charge 

3,129.80 977.10 85,017.79 236, 744. 69 

Percent 
4.52 

Percent 
7.91 
1. 56 

Perceni 
4.80 
1.20 

Percent 
6. 57 
1,40 

Percent 
6. 03 
1.24 

3. 73 .01 

4.52 13. 20 0. 00 7.9 28 

Rate of interest implied in total finance charge: 
Per month 
Equivalent annual rate (compounded 

monilil.v).-
Conventional .annual rate (12 times monthly 

rate)... 

8. 55 

8.23 

1. 96 

26.25 

23. 62 

.91 

11.47 

10. 92 

1.20 

15. 30 

14. 40 

1.10 

14. 00 

13. 20 

The fin.ance charges hi the 420 transactions m new passenger cars 
sold on 12-inoiith mstallments, data for wduch are presented in the 
above table, ranged from a minimum of 4.52 to a inaximum of 13,20 
percent of tbe total deferred cash purchase prices of these cars, 
mclusive of uisurance premimn; and they averaged 7.28 percent. 
The average for the 230 transactions m the pre-6-percent modal 
group was 7.97 percent; and the average for the 67 tra.nsactions in the 
6-percent modal group was 6 percent. 

I n the case of the transaction wdth the minimum finance charge 
percentage, the car was a 1935 Cadillac sold in the Detroit region on 
J'uly 23,'1935, at a cash price of $3,044 or a time price of 83,129.80. 
The finance company did not place the insurance on tlus car. The 
dealer's participation in the finance charges amounted only to 1 
cent; and not even this ŵ as set up on the finance company's boolts as 
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a dealer's loss reserve. The fact that there was no dealer's loss reserve 
indicates that the dealer eithei' made an error against himself in 
.figuring the finance charges or that he gave tiie purcbasei' of the car 
the benefit of his share in the regular finance charges, which normally 
would have amounted to about $17, 

I n the case of the transaction with the maximum finance charge 
percentage, 13,20 percent, on a transaction of 12 months, the car was 
a 1935 Oldsmobile five-passenger touring coupe sold in the St. Louis 
region on January 5, 1935. Altiiough the cash sale price of this car 
was $917, the amount of the retail insurance premium on the insura.nce 
placed through the.fina.nce companj" was only $8,66, indicating that 
either the dealer or the purchaser of the car placed the major portion 
of the insurance direct. I n addition to the regular finance charges 
amounting to $36.89, there was an amount of $14.55 made by the 
dealer, and the finance company's check to the dealer included tlhs 
$14.55 in addition to the unpaid cash purchase price arnountiig to 
$381. This additional amount may have represented insurance 
premium paid directly by the clealer or i t may have represented the 
car license fee paid by the dealer and included in the total time price 
of the car but not included in the amount reported as the cash sale 
price of the velucle. I n the latter event, the total deferred cash pur
chase price of the vehicle and insurance was understated and the 
amount of the finance charges and finance charge percentage were 
overstated. How-ever, inasmuch as the finance company did not 
obtain an explanation of this item, i t has been included in the total 
finance charges. 

Coming to the data for the aggregate sample of 420 transactions, 
i t w"ill be observed that tbe dealers' participation in the aggregate 
finance charges of $16,906.52 amounted to $2,909.42, or 1.2.5 percent 
of the total deferred cash purchase prices of the cars, inclusive of the 
insurance. Of this total participation, $22.45 constituted apparent 
additions to the regular finance charges made hy the vending dealers. 
Tins consists of the $14.55 discussed above, of one addition of $3, 
of another addition of $1, of one addition of 50 cents, one of 40 cents 
and three additions of 25 cents each. Al l of these additions except 
the one of $14.55 suggest that they represented either local recording 
fees or notarial fees paid by these dealers and included in tbe time 
prices of the cars. 

The interest rates implied in the finance charges in these 420 trans
actions in wluch new passenger cars w"ere sold on 12-mont.h install
ments ranged from a low of 0.69 percent per month, or 8,55 percent 
per annum, to a high of 1.96 percent per month or 26.25 percent per 
•annum; and they averaged 1.10 percent per month, or 14 percent 
per annum. The interest rates implied in the fin.ance charges in the 
230 transactions composing the pre-6-percent group, averaged 1.20 
percent per month, or 15.39 percent per annum; and the interest rates 
imphed in the 67 transactions comprising the 6-percent group averaged 
0.91 percent per month, or 11.47 percent per annum. Wh.ile the 
purchasers of the cars in these 420 transactions did the equivalent 
of paying interest at these rates on the total defended cash purchase 
prices of their cars, inclusive of insurance premium, not a.ll of this 
constituted net profit to the finance company, because of the amounts 
eventually paid to the .dealers as participations in these finance charges 
and because of the finance company's operating expenses: the rate of 
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net profit to the fina.nce coinpany on the total capital employed in its 
business in 1935 was 6.95 percent. 

Table 172 presents similar data with reference to 276 transactions 
in wliich new passenger cars were sold on 12-mont.h installments by 
dealers in North Central regions in 1935, these transactions being 
financed by factory-preferred finance companies. The table presents 
data not only wdth reference to all 276 transactions and with, reference 
to the two transactions with the minimum and the maximum finance 
charge percentages respectively, but also with reference to a subgroup 
of 174 transactions, the finance charge percentages pertaining to 
w"liich not only varied w"itli practical continuity over a relativelj" 
narrow range but also evidenced a ma.rked tend en cj" to concentrate 
around a centrid or modal value. 

TABLE 172,—Cash -purchase prices, retail -insurance prc?ni.ums, down pay7nents, 
total deferred cash pjirchase prices, finance charges, total time prices, amoimts of 
-installm.e7i.t 7iotes, -percentages of finance charges to deferred cash -purchase price, 
a?id. rates of interest implied -in finance charges for new passenger cars sold, on 
12-mo7iih i.7istalhiie-nts by dealers in A-orth Central Regions and financed by fac
tory-preferred finance compdnics -1.71 1936 

Number of trans:ictions 

Cash purchase price of vehicle as dolivorod. 
Relail insurance preiuiuni 

Total cash purchase pr co of vehicle aud insur
ance „ 

Dowu ])ayment, including allowance for useil car 
traded in 

Total deterred cash purchase price of vehicle 
and insurance... 

Finance charies: 
Finance company's provision for expenses and 

profit 
Dealer's loss reserve 
Dealer's bonus.. 
Dealer's addition to regular finance charge 

Total finance cbar;5e.. 

Transaction with— 

Mininium 
finance 
charge 

percentage 

Maximum 
finance 
ehar.ge 

licrceutagc 

SSUl. 00 
•13. 00 

8,59, 00 

624, 49 

335. U 

f.\m. 90 
33, 00 

1, 020. 90 

50S. 110 

.89 

Face amoimr of purchaser's obligation, payable in 
equal monthly installmGnrs 

Tore! rime price of vehicle and insurance 
V. rorai d-jierred caih iiurciiase price of— 
compaay'? iirovision for expense aud 

i)ronc_. 
Doaler-s 

jcnus 
.aairlou rc : nuance cn 

4.58. 00 

28. 10 
77. 30 

'rntnl 
iiuidiil 
groui) 

$1I,S3'J4.4» 
3,5111,9(1 

161,844,45 

7,",, 872. 73 

75, 971. 72 

1, 49.5. 66 
3. 6S 
.40 

Total 
samiilo 

.$237,-i:!fl. 69 
6, 014. 13 

2.13,473. 82 

125, 014. 24 

8, 284. 5S 
2. 578. 99 

17. 99 
74. 30 

. S9 ! 105.40 6. .'592. 51 10. 965. ,'<6 

1 
336.00 1 

I-
563. !0 •S2. iO-f. 23 129. 335. -i4 

.^0.49 1. 13-2. 30 Uii, 7:-;Q. US 2;1..-29.^J3 

Percem l^'.rc-^n'. 
1:1 

'I.;-8 

Pfr::n: 
~: -.0 

.•-
^ 
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they averaged 9.25 percent. The finance charges in the 174 trans
actions comprising the modal group averaged 9.07 percent. I | | : 

The transaction with the minimum finance charge percentage jp 
occurred in the Chicago region on May 3, 1935, The amount of the jl'! 
dow'ii payment, $524,49, w"as more than 60 percent of the cash pur- ,}.\ 
chase price of the vehicle. As previously explained, down payments If; 
of such lai'ge proportion 01 the casli piu'chase price had the effect, in j ' ! -
application of rate charts as then constructed, of scaling down the 
provision for the retail insurance premium and of absorbing, for the ti 
purpose of making up the deficiency, an equal amount out of the 't| 
fina.nce charges as provided. In this case, also, there was no amount 
provided as a dealer's bonus, indicating that the dealer had made an 
error against himself in the process of determining the amomit of 
cha.rges to be added to the cash purchase price of the vehicle. I n 
(Consequence of these circumstances, not only was there no partici
pation hy the dealer in the finance charges, but the amount left to the 
finance company wdth winch to meet its operating expenses and pro
vide a profit w"as onl}" 89 cents. 

The transaction wdth the maximum finance charge percentage, 23.01 
percent, also occurred in the Chicago area on April 29, 1935, and 
involved a 1935 four-door touring De Soto. The contract was pur
chased by tho finance company under a repurchase agreement pro
viding a very bi.rgc pa.rticipation bj" the dealer in the finance charges; 
and i t will be noted that out of an aggregate finance charge of 8105.40, 
the dealer received $77.30 wdiile the finance company" retained, to 
cover its operating expenses and provide a profit, the amoimt of 
$28,10, The normal dealer's participation in these finance charges 
w"0iild have been about $7.50 instead of $77.30; and i t is probable that 
tho amounts set up as dealer's loss reserve in this transaction con
cealed a large dealer's "pack." 

Coming to the aggregate data for all 276 transactions included in 
this sample, i t wdll be observed that w"hile most of the installment 
contracts were purchased by the finance companies under repurchase 
agreements, evidenced hy the fact that the dealers' loss reserves aggre
gated nearly $2,579 as compared with much smâ Uer amounts for the 
other dealers' participations, some of the transactions w"ere purchased 
nonrecourse, evidenced by the fact that.there was a total of $17.99 of 
dealers' bonuses. Also, the dealers added a total of $74.30 to the 
regular finance charges as provided in the rate charts. Tbe last 
stated amoim.t, however, was the net result of a number of additions 
to the regiUar finance charges n-;ade by the dealers and of certain 
errors made by the dealers against themselves in the process of ascer
taining the total amount of charges to be added to the casb sale prices 
of the velucles. Review of the transactions discloses that the rlealers 
made additions to the regular finance charges as follows: $5 each in 
installment contracts of' S552. $411, $435.36, .$351, -$271.56, and 
$256,20; $6 each in contracts of $228, $264. and 8444, reipectf-velv; 
$7 in a contract of $216; $5.40 each in contracts of S4Sn.en and 
$337,92; $1 each in contractsof $480, S372, and S240: -Sll PschLn r - - -
tracts of $288 and $450; $13 in a contract of S4C8:' a"id. S21.?.: a 
contract of $386.40. One dealer made an error a îair.,?- : - ~ - - : 
amounting to $9,84, another $13.56, a thhd of f i d ::-^r i.r:;Vi: 
made an error against himself of $19. 

Tbe interest rates implied in the fhiance charTr^ T'jrTi.j.i 
these 276 transactions hi w"hich new passrc-.cer .-.srs ?:u..' ;ir 
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12 months' installments ranged from a low of 0.04 percent per month, 
or 0,52 percent per annum, to a high of 3,34 percent per month, or 
48.32 percent per annum. The average rate of interest implied in all 
transactions -was 1,39 percent per month, or 17,99 percent per annum; 
and the average uiterest rate implied in the finance charges pertahiing 
to the 174 transactions hi the modal group was 1.36 percent per month, 
or 17,62 percent per annum. WhUe the purchasers of these cars 
on 12 months' installments did the equivalent of paying interest at 
these rates on the total deferred cash purchase prices of their cars, 
inclusive of the hisurance premium, it should be borne in mind con
stantly that not all of this constituted net profit to the finance com
panies: Something more than two-sevenths of the aggregate finance 
charges were paid by the finance compatiies to the dealers as dealers' 
loss reserves, bonuses, and as dealers' adchtions to the regular finance 
charges; a.nd the finance companies' operating expenses consumed a 
considerable portion of the funds retained by the finance companies, 
so that the average rate of net profit to these finance companies on 
the total capital employed in their business in 1935 w"as 8,92 percent. 

Table 173 presents simUar data with reference to 230 tra.nsactions 
in which new" passenger cars were sold on 12 months' installments by 
dealers in North Central regions in 1935, these transactions being 
financed by independent finance companies. 

T.-iBLE 173,—Cash purchase prices, retail ins-urance premiums, down paym.ents, 
total deferred cash purchase prices, finance charges, total time prices, amounts of 
-installment notes, perce7iiages of finance charges to deferred, cash purchase price, 
and rates of interest implied in finance charges for new passenger cars sold on 
12-month, instalhnents by dealers in North Central regions and financed by 
independenl finance com.panies in 1936 

Number of transactions _ _. 

Cosh purchase price of vehicle as delivered.. 
Retail insurance premium 

Total cash purchase price of vehicle and Insurance 

Down payment, including allowance for used car traded iu 

Total deferred cash purchase price of vehicle and insurance. 

Finance charges: 
Finance company's provision for expenses and profit 
Dealer's lo.ss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance cha';ge 
amount of pm:ehasei 

tallments 
Total time price of vehicle and insurance 

Face amount of pmrohaser's obligation, payable in equal monthly 
Installments 

Percentage to total deferred cash purchase price of— 
Finance company's pro-vision for expense and profit.. 
Dealer's lo.ss reserve 
Dealer's bonus .. 
Dealer's addition to regular finance charge 

Total finance charge 
Rate of interest implied in total finance charge: 

Per month 
Equivalent annual rate (compounded montiily) 
Conventional annual rate (12 times monthly rate). 

Transaction wi th-

Minimum 
finance 
charge 

percentage 

1970. 99 
47.82 

1, OlS. 81 
670.99 

347.82 

Maximtim 
finance 
charge 

percentage 

$611. S5 
12.42 

624. 27 
400. 00 

224. 27 

20. 00 

32.93 

62. 93 

361. 

Percent 
1.09 

. 17 
2.02 
1.94 

277.20 

Percent 
8.92 

14. 68 

Total 
sample 

3.42 
49. 73 
41.04 

$192, 282. 83 
4, 6SS. 02 

106,870. 85 
98, 965. 55 

97, 9B5. 30 

7,845. 36 
UO. 07 

2,362.00 
126.72 

10,444.15 

108, 349.45 
207, 316. 00 

Percent 
8.02 
. 11 

2.41 
.13 

10.07 

1. 69 
20,91 
19.08 
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The finance charges hi the 230 transactions, data for w"hich are 

presented in the above table, ranged from a nunimum of 1.09 to a 
maximum of 23,60 percent of the total deferred cash purchase prices 
of the cars, inclusive of the insurance preiiuiim, and they averaged 
10,67 percent. 

The transaction wdth the minimum finance charge percentage 
represented the sale of a 1935 Oldsmobile in the Cleveland region on 
June 15, 1935. The amount of the down payment, $670,99 (of 
wdiich $646 represented the allowance on a used velucle traded in), 
was ajjpro.xiniately 70 percent, instead of the usual 33K percent, of 
the casli purchase piicc of the vehicle; aud. this fact had the natural 
efl'ect of scaling down the provision for the retail insurance premium 
and, therefore, of absorbing a large portion of the finance chai'ges as 
provided in order to make up the deficiency. Apparently, also, the 
dealer made a..n ei'i'oi' against himself in ascertaining the total amount 
of the charges, in consequence of which he was allow-'ed no jiarticipa-
tion in the finance charges. Tbe net result was that the amount left 
as finance cliarges, all of w"liicli w"as retahied hy the finance company 
to cover its operating expenses and provide a profit, w"as $3.78. 

In the case of the transaction with the maximum finance charge 
percentage, 23,60 percent, the Limount of the retail uisurance premium 
was only $12.42 on a car the cash sale inice of v/liicli W"as $611,85, 
Avhich indicates that the amount of coverage provided bj" the finance 
company on this car was considerably less than the coverage for which 
retail uisurance premium W"as provided in the rate chart—the dift'erence 
augmcntiiig the regular finance charges. This installmeat contract 
was purchased by the finance coinpany without recourse to the 
dealer; 3"et the dealer participated in the finance charges to the 
extent of $32.93, while the amount left to the finance company with 
wduch to meet its expenses and pro-\dde a profit w"as only $20. The 
finance company that handled this transaction follow"s the pra.ctice 
of furnishing its dealers wdth several rsite charts based on dift'erent 
rates of finance charge. In any transaction, the dealei' exercises his 
ow"n judgnient as to w"liicli rate chart to use for the purpose of ascer
taining the total amomit of charges to be imposed upon the purchaser 
of a car; but, in determining the a.mount of discoimt when selling 
the contract to the finance compaiw, the dealer uses the rate chart 
based on the lowest finance charge rate. Bj" this de-̂ dce, the dealer 
is able, in manj" casos, to hiclude in the finance charges an actual 
"pack," yet if the purchaser objects to the charges, the dealer can 
justify his charges to the prospective purchaser by showing the 
finance company's rate chart, disclaimhig all responsibUit}" for the 
amount of the charges, and claiming that these charges are imposed 
upon him by the finance coinpany. 

Coming to the aggregate data perta.iniiig to all 230 transactions 
included in this samp.le, i t will be observed that most of these install
ment contracts w"ere purchased by the finance companies without 
recourse to the dealers. This is e-\ddenced by the fact that, out of a 
total dealers' participations amounting to $2,598.79, $2,362 consisted 
of dealers' bonuses, w"hile only $110.07 consisted of dealers' loss 
reserves. The remaining $126.72 constituted, additions to the regular 
finance charges made by the dealers themselves. Over and above 
these additions that appear as such, i t is probable that a considerable 
amomit of other such additions is concealed in the $2,362 appearing 

171233—39- -65 
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as dealers' bonuses, these being concealed in the manner described 
above in connection with the transaction with the maximum finance 
charge percentage. 

The rates of interest imphed in the finance charges pertahiing to 
these 230 transactions in new passenger cars sold on 12-month install
ments by dealers hi North Central regions in 1935 ranged from a 
low of 0.17 percent per month, or 2.02 percent per annum, to a high 
of 3.42 percent per month, or 49.73 percent per annum; and they 
averaged 1.59 percent per month, or 20.91 percent per annum. 
Again it is pertinent to point out that whUe the 'purchasers of these 
cars did the equivalent of paying interest at these rates on the total 
deferred cash purchase prices of theh cars, inclusive of the insurance 
premium, not all of this constituted net profit to the finance company. 
In addition to the amomits paid to the dealers as theh participations 
in these fhiance charges, a considerable portion w"as consumed in the 
operating expenses of the finance companies; the average rate of net 
profit on the total capital employed in busmesses of the independent 
finance companies in 1935 w"as 9.16 percent. 

In review of the three tables just presented with reference to new 
passenger cars sold on 12-month installm^ents in North Central 
regions in 1935, it -will be observed that the finance charges in the 
transactions financed by the independent finance companies averaged 
10.67 percent, in the tra,nsactions financed by the factory-preferred 
finance companies averaged 9.25 percent, and in those transactions 
financed by the factory-controlled finance companies iu the period 
before the 6 percent plan ^"ent into effect averaged 7.97 percent. 
The interest rates implied in the finance charges in the transactions 
financed by the independent finance companies averaged 1.59 percent 
per month, or 20.91 percent per annum; the correspondmg rates for 
the transactions financed by the factory-preferred finance companies 
were 1.39 percent per month, or 17.99 percent per annum; and the 
rates implied in those transactions frnanced by the factory-controlled 
finance companies prior to the date of the 6 percent plan were 1.20 
percent per month, or 15.39 percent per annum. 

Cost of purchasing new passe-nger cars on 12--month installme/nts 
financed by the factory-controlled fmance company in South Central 
regions in 1937,—The areas around DaUas, New- Orleans, Memphis, 
and Birmingham are spoken of in this chapter as South Central 
regions. 

Table 174 presents data with reference to 57 transactions in 1937 
in which dealers in South Central regions sold new passenger cars on 
12-month installments, these transactions being financed by the 
factory-controlled finance company. 

The finance charges in the 57 transactions in new passenger cars 
sold on 12-month instaUments in 1937 by dealers in South Central 
regions, data for which are presented in the next table, ranged from 
a minimum of 4.81 to a maximum of 7.58 percent of the total deferred 
cash purchase prices of these vehicles, inclusive of the insurance 
premiums; and they averaged 6.24 percent for the enthe sample. 
The average for a, subgroup of 34 transactions, the finance charge 
percentages pertahiing to which ranged from 5.90 to 6,14 percent and 
evidenced a marked tendency to concentrate aroimd 6 percent, 
was 6.00 percent. 
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TABLE 174.—Cash purchase prices, retail insurance premiums, down payments, 

total deferred cash purchase prices, fina7ice charges, total time prices, amounts of 
installment notes, percentages of fina.nce charges to deferred cash purchase price, 
and rates of interest implied i?i finance charges for new passenger cars .sold on 
12-month installme7iis by dealers in South Ceniral regions and financed by factory-
controlled finance co7nj)any in 1937 

Number of transactions 

Cash purehase price of vehicle as delivered. 
Retail insurance prcmium 

Total cash purchase price of vehicle and insurance. 
Down payment, includmg allowance for used-car 

traded in.__ 

Total deferred cash purchase price oJ vehicle and 
insurance 

Finance charges; 
Fiuance company's provision for expenses and profit. 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance charge. 

Face amount of purchaser's obligation, payable in equal 
monthly installments 

Total time price of vehicle and insurance 

Percentage to total deferred cash purchase price of— 
Finance company's provision for expense and profit-
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge. 

Total finance charge. 
Eate of interest implied in total finance charge: 

Per month 
Equivalent annual rate (compounded monthly).__ 
Conventional annual rate (12 times monthly rate). 

Transaction wi th-

Minimiun 
finance 
charge 

percentage 

,$832, 00 
29,95 

861, 95 

409, 00 

462. 95 

21.38 
6.34 

1-4.96 

2L 77 

474. 72 

883. 72 

Percent 
4.72 
1.18 

1-1,09 

4.81 

9.92 
8.76 

Maximum 
finance 
charge 

percentage 

$1,132.64 
30.60 

1,163. 24 

848.00 

315.24 

19,90 
3,98 

339.12 
1,187.12 

Percent 
6.32 
1, 26 

7.58 

1,14 
14.58 
13.68 

Model 
group 

$35,925.28 
995.11 

36,920. 39 

19,166. 69 

17,753.70 

852.05 
212.03 

1.25 

1,005.33 

18, 819. 03 
37, 985. 72 

Perceni 
4.80 
1,19 

6,00 

.91 
11.46 
10.92 

Total 
sample 

,$62,092.20 
1,777.07 

63,869,27 

32, 229,02 

31, 640. 25 

I , 566. 68 
3S1.42 

24,95 

1,973.05 

33,613.30 
65, 842. 32 

Percent 
4.95 
1. 21 

6.24 

,94 
11,92 
11,28 

1 Negative figure. 

In the case of the transaction with the minhnum finance charge 
percentage, the dealer made an error against himself in the process of 
ascertaining the total charges to be added to the cash sale price, in 
consequence of wluch error the amount of the dealer's loss reserve 
set up for his benefil was less than the standard 1)̂  percent of the 
unpaid cash purchase price and, also, the check to the dealer w"as 
$4.95 less than the unpaid cash purchase price of the car. 

The transaction with the maxunum finance charge percentage, 
7.58 percent, was the sale of a 1937 Buick coupe in the Birmingham 
region on June 2, 1937. In adcUtion to the regiUar finance charges, 
there was a charge of $4 for stamp taxes on the deferred payment 
contract. This addition accounts for the excess of the finance charge 
percentage over the normal 6 percent. 

Coming to the aggregate data for all 57 transactions in this sample, 
i t wdll be observed that the dealers added a total of $24.95 to the 
regiUar finance charges. This w"as the net result of seven additions 
of 50 cents, 75 cents, $1.21, $3, $7 and two additions of $10 each, 
coupled with two errors in consequence of wluch the dealers suffered 
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penalties of $2.56 and $4.95, respectively. The .smaller additions 
suggest local recording fees and notarial fees. . The larger additions 
remind us of the arbitrary charges by the iiota.ries public in Louisiana.. 
The average dealer's loss reserve in these transactions amounted to 
1.21 percent of the total deferred cash purchase prices of the cars, 
inclusive of the iiisui-ance pi-erniunis. 

The rates of interest implied in the finance charges in these 57 
transactions in new" passenger cars sold on 12-month installments 
hy dealers in South Central regions in 1937 I'aiiged from a low of 0,73 
percent per month, or 9.92 percent per annum, to a lugh of 1.14 
percent per month or 14.58 percent per aiiiiiiiii. The average for 
the modal subgroup of 34 transactions w"as 0.91 percent per month, 
or. 11.46 percent per annum; and the average for the entire sample 
W"as 0.94 percent per month or 11,92 percent per annum. However, 
there is again due the reminder that, wdiile purchasers of these cars 
on 12-nionth instaUments did the eqiuvalent of paj"iiig interest at 
these rates on the total deferred cash purchase prices of their vehicles, 
inclusive of the insurance premiums, not all of this constituted net 
profit to the finance companies: The rate of net profit to the finance 
company on the total capital employed in its business in 1937 was 
5,56 percent. 

Cost of purchas-ing ne-w passe/nger cars on 12-month -installments in 
South Central regions -vn 1938.—Table 175 presents data with reference 
to 45 transactions in South Central regions in 1938, in w"hich the dealers 
sold new passenger cars on 12-inonth installments, these transactions 
bemg. financed by factory-controlled finance companies. I n this 
sample is a modal subgroup of 24 transactions, the finance charge 
percentages in wdiich ranged from 5.97 to 6.37 percent and evidenced 
a marked tendency to concentrate around a central or modal value. 

The finance charges in the 45 12-nionth new" passenger-car trans
actions, data for w"lhcli are presented in the next table, ranged 
from a minimum of 5,56 to a maximum of 8.58 percent of the total 
deferred cash purchase prices of these automobiles, including tbe 
insurance premiums; and they averaged 6.52 percent. The average 
for the modal subgroup of 24 transactions was 6.10 percent. These 
finance charge percentages are to be compared wdth the normal 6 
percent, under the 6-perceiit plan, for 12-mont.li transactions. 

The transaction wdth the minimum finance charge percentage w"as 
the sale of a 1938 CadUlac sedan in the Biriningho.m area on May 25, 
1938. The unpaid cash purchase price at the date of tins trans
action w"as $1,311.71. The installment contract was purchased by 
the finance company under a repurchase agreement with the vending 
dealer; and the normal loss reserve to the dealer under the 6-^percent 
plan was $11,55, The actual reserve allowed this dealer, however, 
was $14.49. There is nothing on the surface of the data obtainefl 
with reference to this transaction that ofl'ers explanation as to why 
the finance charges should have been less than the normal 6 percent. 

The transaction wdth the maximum finance charge percentage, 
8.58 percent, was the sale of a 1938 Buick sedan in the New Orleans 
area on April 8, 1938. The amount allowed the vending dealer as a 
loss reserve under a repurchase agreement, $5.29, w"as less than the 
normal Vi percent of the unpaid cash purchase price of $385,80. 
However, included in the total finance charges, was a notarial fee 
of $10, wluch is sufficient to explain the excess of this finance charge 
percentage over the normal 6 percent. 
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T.-iBLE 176.— Cash purchase prices, retail insurance premiitms, down -payments, 

total deferred cash purchase prices, fi7iance charges, total time prices, amounts of 
installment 7ioles, percentages of fi7ia-nce charges io deferred cash purchase price, 
and rates of interest implied in finance charges for new passenger cars sold on 
12--ino-nth insiallmenis by dealers in South Ceniral regions and fin.a7iced by factory-
controlled fi-na-nce companies in 1938 

Transaction with— 

Modal ! Total 
group 1 sample I\TlDimum 

finance 
ch'arge 

percentage 

Maximum 
finance 
charge 

percentat̂ e 

Modal ! Total 
group 1 sample 

Number of UaDsacUons... J 

$2, 354. 61 
63. GO 

1 24 45 

Cash purchase price of vehicle as delivered 
Ketail insurance premium . . . ._ 

J 

$2, 354. 61 
63. GO 

1 24 45 

Cash purchase price of vehicle as delivered 
Ketail insurance premium . . . ._ 

J 

$2, 354. 61 
63. GO 

81, 204, SO 
38, SO 

$27,116. 00 
906.86 

$53, 729. 30 
1, 569. 86 

Tota] cash purchase price of veliicle and insurance 
y^ovrn payment, incJiidinc^allowanfie for used car traded. 

in__ ___ r_ 

J 

$2, 354. 61 
63. GO 

81, 204, SO 
38, SO 

$27,116. 00 
906.86 

$53, 729. 30 
1, 569. 86 

Tota] cash purchase price of veliicle and insurance 
y^ovrn payment, incJiidinc^allowanfie for used car traded. 

in__ ___ r_ 

2,418. 21 

1, 042. 90 

1, 303,60 

879. 00 

28, 023. 61 

14, 025. 24 

55, 299.15 

29, 531. 16 

Total deferred cash purchase price cf vehicle and 
insurance -

2,418. 21 

1, 042. 90 

1, 303,60 

879. 00 

28, 023. 61 

14, 025. 24 

55, 299.15 

29, 531. 16 

Total deferred cash purchase price cf vehicle and 
insurance - 1, 375.31 424. 60 13, 398, 27 25, 767. 99 

Finance charges: 
Finance company's provision for expenses snd 

nrofit 

1, 375.31 424. 60 13, 398, 27 25, 767. 99 

Finance charges: 
Finance company's provision for expenses snd 

nrofit 61. 9G 
14.49 

31.1.5 
5.29 

6,56.18 
161.08 

1, .3-49. 72 
307. 98 Dealer's loss reserve. 

61. 9G 
14.49 

31.1.5 
5.29 

6,56.18 
161.08 

1, .3-49. 72 
307. 98 

61. 9G 
14.49 

31.1.5 
5.29 

6,56.18 
161.08 

1, .3-49. 72 
307. 98 

Dealer's addition to regular finance charge 21.48 

Total finance charge _ 

21.48 

Total finance charge _ 7G.45 36.44 817. 26 1,679.18 

Face amount of purchaser's obligation, payable in equal 

7G.45 36.44 817. 26 1,679.18 

Face amount of purchaser's obligation, payable in equal 
• ],451.76 461. 04 14, 21,5. 63 27, 447,17 

Total time price of vehicle and insurance 

• ],451.76 461. 04 14, 21,5. 63 27, 447,17 

Total time price of vehicle and insurance 2, 494. 66 1, 340. 04 28. 840. 77 50, 978. 33 

Percentage to total deferred cash purchase price of— 
Finance company's provision for expense and 

profit. 

2, 494. 66 1, 340. 04 28. 840. 77 50, 978. 33 

Percentage to total deferred cash purchase price of— 
Finance company's provision for expense and 

profit. 

Percent 

4. 51 
1.05 

Perceni 

7. 34 
1.24 

Perce-nt 

4.90 
1. 20 

Percent 

.5.24 
1.20 Dealer's loss reserve 

Percent 

4. 51 
1.05 

Perceni 

7. 34 
1.24 

Perce-nt 

4.90 
1. 20 

Percent 

.5.24 
1.20 

Dealer's bonus 

Percent 

4. 51 
1.05 

Perceni 

7. 34 
1.24 

Perce-nt 

4.90 
1. 20 

Percent 

.5.24 
1.20 

Dealer's addition to regidar linance charge .08 

Total finance charge 

.08 

Total finance charge 5.56 8. 58 6.10 0. 62 

Rate of interest implied in total finance charge: 
Per month. 

5.56 8. 58 6.10 0. 62 

Rate of interest implied in total finance charge: 
Per month. .84 

10.59 
10.08 

1 29 
16. 63 
15.48 

.92 
11.65 
11. 04 

.98 
12.48 
11.76 

Equivalent annual rate (compounded moni-hly) 
Conventional annual rate (12 times monthly rate). 

.84 
10.59 
10.08 

1 29 
16. 63 
15.48 

.92 
11.65 
11. 04 

.98 
12.48 
11.76 

Coming to the aggregate data for al! 45 transactions in this sample 
i t -will be observed that all of these installment contracts -vvere pur
chased by the finance coiiipan.}'" under repurchase agreements, and 
that the amounts allov/ed the vending dealers as loss reserves averaged 
1.20 percent of tiie total deferred cash purchase prices of these cars. 
Cei'tain dealers made a.dditions to the regular finance charges totaling 
$21.48. _ 

The interest rates hiijjlied in the finance charges hi these 45 
_12-m.ontli new passenger-car transactions hi South Central regions 
in 1938 ranged from a low of 0.84 percent per month, or 10..59 percent 
per annum, to a high of 1.29 percent per month or 16,63 percent per 
annum. The average foi' the modal subgroup of 24 transactions was 
0.92 percent per inonth, or 11.65 percent per year; and the average for 
the entire sample was 0.98 percent per month, or 12.48 percent per 
year, .Hov.'-ever, the reminder is pertment that, while the purchasers 
of these cars on 12-montli installments did the ecj[uivalent of paying 
interest a.t these rates on the unpaid balances of the total deferred cash 
purchase prices of their cars, only a I'elatively small portion of this 
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constituted net profit to the finance company, because of the portions 
paid to the vending dealers as participations in the finance charges 
and of the finance companj'-'s operating expenses. 

Table 176 presents siniUar data 'with reference to 102 other trans
actions in South Central regions in 1938 in which the dealers sold new 
passenger cars on 12-month installments, these transactions being 
financed by factory-preferred finance companies. In the sample is a 
subgroup of 84 transactions, the fina.ncc charge percentages in which 
ranged with practical continuity from 5,77 to 7.13 percent and evi
denced a marked tendency to concentrate around a central, or modal, 
value. 

V 
I (; 
1 :i 

,!•• 

TABLE 176.—Cash purchase prices, relail insurance pre7nium.s, down payments, 
total deferred cash purchase prices, finance charges, total time prices, am,ounis of 
installment notes, percentages of finance charges to deferred cash purchase price, 
and rates of interest i7nplied in finance charges for ne-w passenger cars sold on 
12-mmith installments by dealers i7i South Central regions and financed by factory-
preferred finance companies in 1938 

Number of transactions 

Cash purchase price of vehicle as delivered. 
Retail insurance premium 

Total cash purchase price of vehicle and insurance. 
Down payment, including allcwaiice for used car 

traded in 

Total deferred cash purchase price of vehicle and 
insurance 

Finance charges: 
Finance company's provision for ê qienses and 

profit-
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance charge.. 

Face amount of purchaser's obligation, payable in 
i equal monthly installments 

Total time price of vehicle and insurance.. 

Percentage to total deferred cash purehase price of— 
Finance company's provision for expense aud profit. 
Dealer's loss reserve... 
Dealer's bonus 
Dealer's addition to regular fmance charge 

Total finance charge.. 

Eate of interest implied in total finance charge: 
Per month _ 
Equivalent annual rate (compoimded monthly)... 
Conventional annual rate (12 times monthly rate). 

Transaction wi th-

Minimum 
finance 
charge 

percentage 

$777.00 
42. GO 

819. 60 

027.00 

192. 60 

-1.79 
2.69 
6.20 

1.00 

198. 60 

Percent 
I -0 . 93 

1.35 
2.70 

3. 12 

.48 
6.85 
6.70 

Maximum 
finance 
charge 

percentage 

$995.95 
44.50 

1,040.45 

550. 00 

490.45 

. 60 

22. 96 

55. 65 

546. 00 

Percent 
5.28 
1.37 

11.33 

1. 69 
22.27 
20. 28 

Modal 
group 

18,5,694. 76 
3.7C1.48 

89,456. 22 

46, 262. 60 

43,193, C2 

2,108.69 
608.05 
21 64 
11. 53 

2,709.91 

46,903. 53 

92,166.13 

Pcrcc-nt 
6.02 
1.18 
.05 
,02 

6.27 

.95 
12. 00 
11. 40 

Total 
sample 

102 

$103,747. 63 
i , 651.78 

108,299. 29 

57, 419, 43 

1,879.86 

2, 620. 63 
674.19 
46.98 
75.97 

3,210. 67 

64, 096, 63 

111, 615. ( 

Percent 
4.95 
1.13 
.09 
.15 

6.32 

12.09 
11. 52 

' Negative figure. 

The finance charges in these 102 12-montli new passenger-car trans
actions, data for which are presented in the above table, ranged from 
3.12 to 11.33 percent of the total deferred cash purchase prices of 
these automobiles, including the insurance premiums; and they aver
aged 6.32 percent. The average for the modal subgroup of 84 trans
actions was 6.27 percent. These percentages are to be compared 
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with the normal 6 percent on 12-month transactions under the 6-per
cent plan. 

The transaction with the mhiimum finanace charge percentage was 
the sale of a 1938 Chevrolet sedan in the Birmingham region on Aprh 9, 
1938. The finance compa.ny purchased this instaUment contract under 
a repurchase agreement with the dealer. The unpaid cash purchase 
price in this transaction was only $150, considerably less than one-fifth 
of the total cash sale price instead of the assumed two-thirds. I n 
consequence, a very large part of the finance charges provided by 
application of the rate chart was absorbed in maldng up a deficiency 
in the provision for the retail hisurance premium, leaving a residue of 
•only $6, Out of this the vending dealer was allowed a loss reserve 
of $2.69 and a "special reserve" of $5.20. In consequence, the fhiance 
•company had left with which to meet its own operating expenses and 
provide itself with profit $1.79 less than nothing. 

The transaction with the maximum fhiance charge percentage, 11.33 
percent, was the sale of a Dodge two-door toming sedan in the B h -
miiigham region on January 8, 1938. This transaction also was pur
chased by the finance company under a repurchase agreement with 
the dealer. The impaid cash purchase price was $445.95; and the 
normal loss reserve to the dealer on this basis was $6.69. However, 
the fhiance company set up in its record what purported to be a loss 
reserve of $29.65. This indicates that, as a matter of fact, the dealer, 
using a rate chart based on a high finance charge rate for the purpose 
of determhiing the charges to be imposed upon the purchaser of the 
car and a rate chart based upon a low fhiance charge rate for the pur
pose of determining the discount when seUing the installment contract 
to the finance companj^, added $22.96 to the regular finance charges 
under the 6-percent plan. 

Coming to the aggregate data for all 102 transactions in this sample 
i t wUl be observed that the great bulk of these installment contracts 
was purchased by the fhiance companies under repurchase agreements 
•with the vending dealer, as is evidenced by tlie fact that the amounts 
allowed the dealers as loss reserves totaled $574.19 as compared with 
only $45.98 allowed certain dealers as bonuses. These participations 
in the finance charges by the dealers averaged 1,22 percent of the 
total deferred cash purchase prices of these automobUes, including the 
insurance premiums. Certain dealers, not content with the regular 
participations hi the finance charges, made additions thereto openly 
totaling $75.97. 

The interest rates implied in the finance charges in these 102 
transactions in new passenger cars sold on 12-moiitli installments by 
dealers in South Central regions in 1938 ranged from a low of 0.48 
percent per month, or 5.85 percent per annum, to a high of 1,69 
percent per inonth or 22.27 percent per annum. The average for the 
modal subgroup of 84 tra.nsactions wa.s 0.95 percent per month, or 
12 percent per year; and the avera.ge for the entire sample was 0.96 
percent per month, or 12,09 percent per year. However, wbde the 
purchasers of these cars on 12-montli installments did the equivalent 
of paying interest at these rates on the unpaid balances of the cash 
purchase prices, only a relatively small portion of this constituted 
net profit to the finance companies. 

Table 177 presents similar data with reference to 49 other trans
actions in wluch dealers in South Central regions in 1938 sold new 
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passenger cars on 12-niontli installments, these transactions being 
financed bj'' independent finance companies. 

TABLE 177.— Cash purchase prices, retail insura7ice premiu-ms, down payments, 
total deferred cash purchase prices, finance charges, total time prices, amounts of 
i.7islall-ment notes, percentages of finance charges to deferred cash -purchase price, 
and rates of interest i7nplied i7i fi.nance charges for new passe7iger cars sold on 
12-monih installments by dealers in South CeJiiral regions and fi7ian.ced. by 
indepeiident finance companies in 1938 

Number of transactions. 

Cash purchase price ol vehicle as delivered.. 
Retail insurance premium 

Total cash purehase price of vehicle and insurance... 
Down payment, including allowance for used car traded in . 

Total deferred cash purchase price of vehicle and insiirance. 

Finance charges: 
Finance company's provision for e.xpenses and profit 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance charge-

Face amount of purchaser's obligation, payable iu equal monthly 
installments ' 

Total time price of vehicle and insurance. 

Percentage to total deferred cash purchase price of— 
Finance company's provision tor expense and profit. 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance charge. 

Kate of interest implied in total finance charge: 
Per month 
Equivalent annual rate (compounded monthly).. . 
Conventinnal annual rate (12 times monthly rate) -

Transaction with— 

Miniinum 
finance 
charge 

percentage 

$812.98 
73.92 

880.93 
509. 58 

377. 35 

10. 84 

".'i.ii' 

15.29 

392. 04 

902. 22 

Percent 
2. 87 

4.05 

.02 
7. 66 
7. 44 

Maximum 
fiuance 
charge 

perceutage 

1796. 00 
56. ,50 

851, 60 
280. 00 

571. 50 

92.70 
7. 74 

100. 50 

072. 00 

952. 00 

Percent 
16. 23 
1.36 

17.59 

2.58 
35. 82 
30. 96 

Total 
sample 

.S46,049. 28 
1, 410. 24 

47, 465.62 
22, 699. 31 

24, 760. 21 

2, 046. 05 
71.39 

167. 85 

2, 285. 29 

27,061.50 

49, 750. 81 

Percent 
8. 26 
.29 
.68 

9.23 

1.38 
17.93 
16.66 

The finance charges in these forty-nine 12-moiitli new passenger-car 
transactions, data for which are presented in the above table, ra^nged 
from 4.05 to 17.59 percent of the total deferred cash purchase prices 
of these automobiles, including the insurance premiums; and the 
average for the entire sample was 9,23 percent. These percentages 
are to be compa.red with the normal 6 percent for 12-month trans
actions under the 6-percent plan. 

The transa.ction Avith the minimum fina.nco-charge percentage was 
the sale of a 1935 Ford de luxe coupe in the Dallas region on June 10, 
1938, The contract was purchased by the finance company wiioUy 
without recourse to the vending dealer; nevertheless the latter was 
allowed, by waji- of participfition in the finance charges, a bonus of 
$4.45, which Vvas nearly the normal 1% percent of the unpaid cash 
purchase price tliat would have been allowed under a repurchase 
agreement. The unpaid purchase price at the date of the trans
action vras ouh' 8303. 40 or about 37 percent of the cash sale price 
of SS12.9S. as compared with the assumed two-thirds. The retail 
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insurance premium in tlhs transaction was l?73.92, which appears 
to be more than the normal premium for the normal protection on a 
car in tbis price class; and tlie natural inference is that a considera
ble portion of tbe provided finance charge was absorbed in making 
up a deficiency in the provision for the retail insurance premium. 

The transaction with the maximum finance-charge percentage, 
17.59 percent, was the sale of a 1938 Plymouth two-door business sedan 
in the New Orleans area on April 9, 1938. This insta.ll!iieiit contract 
was purchased by the finance companj'- under a repurchase agree
ment; and the amount allowed the vending dealer as a loss reserve 
was onlj ' a little more than the normal l } i percent of the unpaid 
cash purchase price. There is nothing on the surface of the data 
obtained with reference to this transaction that offers explanation of 
why the finance charges should have been so iiiuch mors than the 
normal 6 percent. Apparently the finance company provided the 
dealer with a ra.te chart ba.sed on a higher rate, which, no doubt, 
also made provision for the arbitraiy high notarial fees imposed by 
the limited nmnber of notaries public in Louisiana. 

Coming to the data for all 49 transactions in this sample, i t will be 
observed that the major portion of these installment contracts was 
purchased b.y the finance companies wholly without recourse to the 
vending dealers, a.s is evidenced by the fact tbat the amounts allowed 
the d.eaiers out of the fmance charges as bonuses totaled $167.85 
as compared v.dth only $71.39 allovv'ed certain dealers as loss reserves. 
These parl-icipations by the dealers in the finance charges averaged 
0.97 percent of the total deferred cash purchase prices of the vehicles. 
The data disclosed no additions made by tbe vending dealers to the 
regular finance charges. 

The mterest rates implied in these 49 transactions in new passenger 
cars sold on 12-moiith installments by dealers in South Centra.l regions 
in 1938 ranged from a low of 0.62 percent per month, or 7,65 percent 
per a,nnum, to a Mgh of 2.58 percent per month, or 35.82 percent per 
annum. The average for the entire sample was 1.38 percent per 
inonth, or 17.93 percent per annum. However, the reminder is 
due that while the purchasers of these cars on 12-month installments 
did the equivalent of payuig interest at these rates on the unpaid 
balances of the total deferred cash purchase prices of their cars, not 
all of this constituted net profit to the finance companies, because of 
the amounts absorbed in dealers' participations hi the fina.nce charges 
and the amomits absorbed by the finance companies' operating 
expenses. 

I n review of the three tables just discussed with reference to new 
passenger cars sold on 12-moiith mstallments by dealers in South 
Central regions in 1938, i t will be observed that the finance c.hn,rges 
in the transactions financed by the factory-controlled finance com
panies averaged 6.52 percent, that the charges in the transactions 
financed by the factory-preferred finance companies averaged 6.32 
percent, and tliat the finance cliarges in the transactions financed by 
the mdependent finance companies averaged 9.23 percent of the total 
defei'red cash purchase prices of these cars, hicluding hisurance 
premimns. The interest rates implied in the finance charges hi the 
first-mentioned group of transactions averaged 0,98 percent per month, 
or 12.48 percent per j-ear; the rates in the second-mentioned group of 
transactions averaged 0.96 percent per month, or 12.09 percent per 

!• • V] '! :• 
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year; and the rates implied in the finance charges in the thh'd-men-
tioned group averaged 1.38 percent per month, or 17.9^ percent per 
year. The rates hi the transactions financed by the factory-preferred 
finance companies were the lowest; and those in the transactions fi
nanced by the factoi-y-controlled finance companies were next in 
order of magnitude. 

Cost of purchasing new passenger cars on 12-month installments in 
North Atlantic regions in 1938.—The areas around and centering in 
Boston, Providence, New York City, Buffalo, Pittsburgh, and 
PhUadelphia are spoken of in this report as "North Atlantic regions." 

Table 178 presents data with reference to 133 transactions in 1938 
in which dealers in North Atlantic regions sold new passenger cars 
on 12-month instalhnents, these transactions being financed by the 
factory-controUed fhiance company. In the sample is a subgroup of 
85 transactions, tlie finance charge percentages in which varied with 
practical continuity from 5.87 to 6.49 percent of the total deferred 
cash purchase prices of the automobiles, including the insurance 
premiums, and also evidenced a considerable tendency to concentrate 
around a central, or modal, value. 

TABLE 178.— Cash purchase prices, reiail insurance premiums, down payments, 
total deferred cash -purchase prices, finance charges, total time prices, amoimfs of 
installment notes, percentages of finance charges to deferred cash purchase price, 
and rates of interest i7nplied in finance charges for new passenger cars sold on 
IS-month installments by dealers in North Atlantic regiotis a7id financed by factory-
controlled finance companies in 1938 

Transaction w i t h — 

Modal 
group 

Total 
sample 

M i n i m u m 
finance 
charge 

percentage 

M a x i m u m 
finance 
charge 

perceutage 

Modal 
group 

Total 
sample 

Number of transactions. 1 1 86 133 

Oiisfa purchase price of vehicle as delivered . 

1 1 86 133 

Oiisfa purchase price of vehicle as delivered . $2,467.00 
41.80 

$1,238.20 
17.10 

$100,021.80 
2,611.85 

$105,643,00 
2,715.70 Retail insurance premium . . . 

$2,467.00 
41.80 

$1,238.20 
17.10 

$100,021.80 
2,611.85 

$105,643,00 
2,715.70 

Total cash purchase price of vehicle and insurance. 
D o w n payment, including allowance for used car traded 

in -- -

$2,467.00 
41.80 

$1,238.20 
17.10 

$100,021.80 
2,611.85 

$105,643,00 
2,715.70 

Total cash purchase price of vehicle and insurance. 
D o w n payment, including allowance for used car traded 

in -- -

2,508.80 

867.00 

1,266. 30 

1,073.66 

102,633.65 

58,884.22 

108,358.70 

62,260.77 

Tota l deferred cash purchase price of vehicle and 

2,508.80 

867.00 

1,266. 30 

1,073.66 

102,633.65 

58,884.22 

108,358.70 

62,260.77 

Tota l deferred cash purchase price of vehicle and 
1,041.80 181.75 43, 749. 43 46,097,93 

Finance charges: 
Finance company's provision for expenses and 

1,041.80 181.75 43, 749. 43 46,097,93 

Finance charges: 
Finance company's provision for expenses and 

65.80 
16.44 

10.37 
2. 28 

2,130.90 
623.66 

2,233,29 
548.67 Dealer's loss reserve . . 

65.80 
16.44 

10.37 
2. 28 

2,130.90 
623.66 

2,233,29 
548.67 

Dealer's bonus . . 

65.80 
16.44 

10.37 
2. 28 

2,130.90 
623.66 

2,233,29 
548.67 

Tota l finance charge.- -- . . Tota l finance charge.- -- . . 82.24 12. 66 2, 654, 03 2, 781, 96 

Face amount of purchaser's obhgation, payable i n equal 
month ly installments 

82.24 12. 66 2, 654, 03 2, 781, 96 

Face amount of purchaser's obhgation, payable i n equal 
month ly installments 1,724.04 194.40 46,404.05 48, 879.89 

Total t ime price of vehicle and insurance - -

1,724.04 194.40 46,404.05 48, 879.89 

Total t ime price of vehicle and insurance - - 2, 591. 04 1, 267. 95 105, 2SS. 27 111,140, OS, 

Percent.^ge to total deferred cash purchase price of— 
Finance comp:\ny'3 provision for expense and prof i t . 

2, 591. 04 1, 267. 95 105, 2SS. 27 111,140, OS, 

Percent.^ge to total deferred cash purchase price of— 
Finance comp:\ny'3 provision for expense and prof i t . 

Percent 
4.01 
1.00 

PerceT\i 
5.71 
1.25 

Percent 
4.87 
1.20 

Percent 
4.84 
1.19' 

Percent 
4.01 
1.00 

PerceT\i 
5.71 
1.25 

Percent 
4.87 
1.20 

Percent 
4.84 
1.19' 

5.01 6.96 6.07 6.03 

Kate cf inTi-est impi ied i n iota] Snsnce charge: 

5.01 6.96 6.07 6.03 

Kate cf inTi-est impi ied i n iota] Snsnce charge: 
.76 

9.51 
9.12 

1.05 
13.32 
12.60 

,92 
11,69 
11,04 

.91 
11.53 
10.92-

.76 
9.51 
9.12 

1.05 
13.32 
12.60 

,92 
11,69 
11,04 

.91 
11.53 
10.92-

1 

I' 
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The 133 transactions in which dealers in North Atlantic regions 
sold new passenger cars on 12-month instaUments in 1938, data for 
which are presented in the above table, represented a cash sale value 
of more than $105,600. The finance charges in these transactions 
ranged from 5.01 to 6.96 percent of the total deferred cash purchase 
prices of these automobUes, including the insurance premiums; and 
they averaged 6.03 percent. The average for the modal subgroup of 
85 transactions was 6.07 percent. These percentages may be com
pared with the normal 6 percent for 12-month transactions under the 
6-percent plan. 

The transaction with the minimum finance charge percentage was 
the sale of a 1938 CadUlac sedan in the Providence area on May 24, 
1938. The unpaid cash purchase price at the date of the transaction, 
$1,600, was only a trifle less than two-thhds of the cash sale price. 
On this basis, the vending dealer under a repurchase agreement was 
allowed a loss reserve of $16.44, which was $3.44 more than the normal. 
The retaU hisurance premium was $41.80, which was not high for a 
car in that price class; so that there is nothing on the surface of the 
data obtained with reference to this transaction to indicate why the 
finance charges should have been less than the normal 6 percent. 

The maxhnuni finance charge percentage, 6.96 percent, was less 
than 1.00 percent in excess of the normal 6 percent. The transac
tion was the sale of a 1938 OldsmobUe four-door tom-ing sedan in the 
New York area on AprU 22, 1938. The cash sale price was $1,238.20, 
of which only $164.65 remained unpaid at the date of the transaction. 
The insurance premium was only $17.10, and the indication is that the 
application of the "territorial charges" chart provided a slight excess 
for the insurance premium, which excess inured to the benefit of the 
finance company and augmented the finance charges. There was also 
a local recordhig fee of $1.25. 

All of the instaUment contracts in this sample of 133 transactions 
were purchased by the finance company under repurchase agreements 
with the vending dealers; and the loss reserves allowed these dealers 
averaged 1.19 percent of the total deferred cash purchase prices of the 
automobiles. There were no additions made by the vending dealers 
to the regular finance charges. 

The interest rates hnplied in the finance charges in these 133 trans
actions in new passenger cars sold on 12-month installments by dealers 
in North Atlantic regions in 1938 ranged from a low of 0.76 percent 
per month, or 9.51 percent per year, to a high of 1.05 percent per 
month or 13.32 percent per year. The average for the modal subgroup 
of 85 transactions was 0.92 percent per month, or 11.59 percent per 
annum, and the average for the enthe sample was 0.91 percent per 
month, or 11,53 percent per annum. However, whUe the purchasers 
of these automobUes on 12-month installments did the equivalent 
of paying interest at these rates on the unpaid balances of the deferred 
cash purchase prices of the vehicles, not aU of this constituted net 
profit to the finance conipainy, because of the participations hi the 
finance charges that were eventuaUy paid to the dealers and because 
of the finance company's own operating expenses. 

Table 179 presents similar data with reference to 277 other 12-month 
instaUment sales of new passenger cars in North Atlantic regions in 
1938, these transactions being fhianced by factory-preferred fhiance 
companies. In the sample is a subgroup of 206" transactions, the 
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finance charge percentages in which varied with practical continuity 
from 5.78 to 7.57 percent and also evidenced a marked tendency to 
concentrate around 6 percent. 

•TABLE 179.—Ca,s/i -purchase prices, retail i7isii.rarcce -premiums, dow7i payments, 
total deferred cash purchase -prices, finance charges, total time prices, a7nou-nts 
of i7isiallnieni notes, percentages of finajice charges to deferred cash purchase 
price, and rates of -i7iterest implied in finance charges for ne-w passenger cars sold 
on 12-mo:nth installments by dealers in A^orth Atlantic regions and financed by 
factory-preferred, fi-nance companies i7i 1938 

Numher of transactions. _ 

Cash purchase price of vehicle as delivcred. 
Retail insurance prcmium 

Total cash purcha.sc price of vehicle and insurance. 
Down payn-ient, including allowance for used car 

traded in 

Transaction wi th-

Minimum 
finance 
charge 

percentage 

Maximum 
finance 
charge 

percentage 

S753.00 1 $1,088.00 
61.60 I 40.85 

,80!. 00 

,506. 76 

Total deferred cash imreiiase price of vehicle and 
ir,s[u'a!ice 

b-inauce chargê -: 
Finance comfiauy's provision for expenses and 

profit 
Dealer'sloss reserve 
Dealer's bonus 
Dealer'.̂  addirion to regular finance (•harge 

Total finance charge. 

Face amount of ijureliaser's obligation, payable in 
equal monthly iustallments 

Total time price of vehicle and insurance. 

Percentage to total deferred eayh purchase price of: 
Finance company's provision for expense and profit. 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charse 

Total finance charge. 

304.08 

Percent 
0. 93 

Rate of interest implied in total finance charge: 
Per month I 
Equivalent annual rate (compounded monthly) | 
Conventional annual rate (12 times monthly rate).. 

3. 29 
3. 24 

1, 134, 85 

875, 85 

15. CS 
7. 24 

71.00 

352. 92 

1, 223.77 

Percent 
fi. 05 
2.80 

27.41 

5.12 
80. 34 
01. 44 

Model 
group 

206 

$209, 172. 68 
8, 581. 67 

217,767. 15 

110,139.46 

-1, 229. 30 
1.320.02 

469. 30 
136. 20 

6,1.55. 48 

Percent 
4.29 
1.34 
.47 
. 14 

1. 24 

.94 
11.93 
11.28 

Total 
sample 

8280, OC'l. 58 
10. 748. 32 

290, 812. 90 

161, 760. ,57 

129, 052. 33 

0, .588. 00 
1,056.17 

fiO:i. 79 
827. 36 

S, 676.62 

137, 727. 85 

Perceni 
4.33 
1.28 
.47 
. 64 

6. 72 

1.02 
12. ,89 
12. 24 

w 
j lii i f 
ilfl • 

The 277 transactions in new passenger cars sold on 12-montli hi
stallments by dealers in North Atlantic regions in 1938, data for which 
are presented in the above table, represented a cash sale value of 
slight^ more than $280,000. The finance charges in these transactions 
ranged from 1.76 to 36.26 percent of the total deferred cash purchase 
prices of these automobiles, including the insura.nce premiums; and 
they averaged 6.72 percent. The average for the moclal subgroup of 
206 transactions was 6,24 percent. 

The transaction with the minimum finance charge percentage was 
the sale of a 1938 Chevrolet Master town sedan in the New York area 
on April 30, 1938. The cash sale price of this car was $753, of 
which only $247.24 remained unpaid at the date of the transaction. 
The finance company, which purchased this installment contract 
wholly without recourse to the vending dealer, furmshed its dealers 
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with a single set of rate charts with which to ma.k6 provision for both 
the insurance premium and the finance charges; and, with so small 
a portion of the cash sale price remaining unpaid at the date of the 
transaction, a considerable portion of the finance charge provision 
•was absorbed in order to make up a deficiency hi the amount provided 
for the insurance premium. The vending dealer was allowed a bonus 
of $2.47, which was precisely 1 percent of the unpaid cash purchase 
price. This left the finance coinpany with only $2,77 with which 
to meets its operating expenses and provide itself with profit. 

The transaction with the maxhnuin finance charge percentage, 
36.26 percent, was the sale of a 1938 Nash coupe in the Philadelphia 
region on April 15, 1938. The finance company purchased this con
tract under a repurchase agreement with the vending dealer. Out 
of a cash sale price of $1,088, only $212.15 remained unpaid at the 
date of the transaction; but the vending dealer was allowed a loss 
reserve of $7,24, or nearty 3.4 percent. The finance company's record 
of this transaction showed only $22.92 of finance charges. However, 
the differential between the reported cash sale price of $1,088 and 
the tune price of $1,228.77 was $140.77, which, after deduction of 
the retail insurance premium and the finance charges as shown, left an 
unexplained balance of $71, and the vending dealer received this 
$71, in addition to the unpaicl cash purchase price, in the check 
from the finance company. This has been indicated as a dealer's 
addition to the regular finance charges. 

The great majority of the insta.Ument contracts hi this sample 
of 277 transactions was purchased by the finance companies under 
repurchase agreements with the vending dealers, evidenced by the 
fact that the loss reserves allowed them totaled $1,655.77 as compared 
with only $603.79 allowed certain dealers as bonuses. These pa.rti-
cipations by the dealers in the finance charges averaged 1.75 percent 
of the total deferred cash purchase prices of the automobUes, Certain 
dealers, not content with the regular participations in the.regular 
finance charges, made additions thereto totaling $827,36, or more than 
five-eighths of 1 percent of the deferred cash purchase prices of all 
vehicles in the sample. 

The mterest rates implied in the finance charges in these 277 trans
actions in new passenger cars sold on 12-month installments by 
dealers in North Atlantic regions in 1938 ranged from a low of 0.27 
percent per month, or 3,29 percent per 3''ear, to a high of 5,12 percent 
per month, or 80.34 percent per year. The average for the modal 
subgroup of 206 transactions was 0.94 percent per month, or 11.93 
percent per year; and the average for the entire sample was 1.02 
percent per month, or 12.89 percent per annum. However, the 
reminder is due that, while the purchasers of these cars on 12-iiionth 
installments did the equivalent of paying interest at these rates 
on the impaid balances of the deferred cash purchase prices of their 
cars, not aU of this constituted net profit to the finance companies. 

Table 180 presents lUte data with reference to 415 other transactions 
in which, dealers hi North Atlantic regions in 1938 sold new passenger 
cars on 12-moiith histallments, these transactions being financed 
by independent finance companies. In this sample is a subgroup of 
318 transactions, the finance charges in which ranged from 3.17 to 
9,41 percent, but evidenced no tendency to concentrate aroimd any 
one value. 
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mm 

TABLE 180,—Cask purchase prices, retail insurance premiums, dowti payments, 
total deferred cash purchase prices, finance cha.rges, total li7ne prices, amounts of 
installment notes, percentages of finance charges to deferred cash purchase price, 
and rates of interest i7nplied in finance charges for new passenger cars sold on 
12-month i.nstallme7its by dealers in North Atlantic regions and .-financed by 

•independent finance companies in 1938 

Number of transfictions 

Cash purchase price of vehicle as delivered 
Retail insurance premium 

Total cash purchase price of vehicle and insurance. 
Down pajmeut, including allowance for used car traded 

Total deferred cash purchase price of vehicle and 
insurance -

Finance charges: 
Finance company's provision for expenses and 

profit . 
Dealer's loss.reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance charge.. 

Face amount of purchaser's obligation payable in equal 
monthly installments 

' Total time price of vehicle and insurance.. 

Perceutage to total deferred casb purchase price of: 
Finance company's provision for expense and profit. 
DeJiler's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance charge.. 

Eate of interest implied iu total finance charge: 
Per month 
Equivalent annual rate (compounded monthly)... 
Conventional annual rate (12 times monthly rate). 

Transaction with— 

Minimum 
finance . 
charge 

perceutage 

$1,119. IS 
75. 30 

1,194, 48 

I , 020,23 

174. 26 

- 9 . 2 0 

""i.'so" 

-7.81 

1,186. 67 

Percent 
-5.28 

.80 

-4.48 

- . 7 0 
-8.09 
-8.40 

Maximum 
finance 
charge 

percentage 

840.00 
14.46 

854. 45 

425. 00 

429. 45 

42.40 

26.15 

68. 66 

.00 

Percent 
9.87 

6.00 

2. ,36 
32.23 
28.32 

Central 
group 

318 

.$330, 838 89 
12, 918. 01 

343, 764. 90 

186, 636. 84 

157,118, 06 

6, G05. 68 
817. 24 

1, 701. 72 
396.35 

9, 523.' 

166, 642. 05 

363, 278.80 

Perceni 
4. 20 
.52 

1.09 
.26 

.06 

,92 
11.53 
U. 04 

Total 
sample 

416 

$421, 578.13 
16,68,5.61. 

438, 263, 74 

247, 869, 63 

190,394. 11 

8,167. 46 
1, 020. 64 
2,146, 65 

065.96 

12, 000. 71 

202, 394. 82 

460, 264. 45 

Perce-nt 
4.29 
.54 

1.12 
.35 

i.30 

.95 
12 00 
11.40 

The 415 transactions m new passenger cars sold on r2-moiith 
installments by dealers in North Atlantic regions in 1938, data for 
which are presented in the above table, represented an aggregate cash 
sale value of nearly $421,600. The finance charges in these trans
actions ranged from a negative 4.48 percent to a maxhnum of 15.96 
percent of the total deferred cash purchase prices of these automobiles, 
inclusive of the insurance premiums, and they averaged 6.30 percent. 
The average for the central subgroup of 318 transactions was 6.06 
percent. These fhiance-charge percentages may be compared with 
the normal 6 percent on the 12-month transactions under the 6-
percentplaii. 

The transaction "v̂ dth the minimum fhiance charge percentage, a 
negative 4.48 percent, was the sale of a 1938 Pontiac four-door touring 
sedan in the New York area on April 2, 1938. Out of a cash sale price 
of $1,119.18, only $98.95 remained unpaid at the date of the trans
action. The insurance premium of $75,30 brought the total deferred 
cash purchase price up to $174,25. In consequence of so very smaU 
an impaid cash purchase price, application of the single rate chart for 
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the purpose of making provision both for the retaU insurance premium 
and the finance charge had the efi'ect of greatly underproviding for the 
hisurance premium; indeed, the insurance premium alone exceeded 
the total charges by $7.81. The installment contract was purchased 
by the finance coinpany wholly without recourse to the dealer, who, 
however, was aUowed a bonus of $1.39. There was also a local 
recordhig fee of $1.25. After maldng these provisions and maldng 
up the deficiency in the provision for the retaU insurance premium, 
the finance company had left with which to meet its own operating 
expenses and provide itself with profit $10.45 less than iiotfung. 

The transaction with the maximum finance charge percentage, 
15,96 percent, was tbe sale of a 1938 Plymouth Tudor sedan in the 
New York area on Ma,rch 9, 1938. This instaUment contract also 
was purchased by the fhiance company wholly -without recourse to 
the dealer. However, on an unpaid cash purchase price of $415, the 
dealer was allowed a participation in the finance charges, or bonus, 
of $26.15. Inasmuch as the normal bonus was onlj^ $4.15, this 
indicates a dealer's "pack" of the finance charges to the extent of 
$22. I t is also noted that the retaU insurance premium was only 
$14.45 for a car the cash sale price of which was $840; and i t is mferred 
that a considerable portion of the provision for the insurance premium 
inured to the benefit of the finance company and augmented the 
finance charges. 

The great majority of the installment contracts in this sample of 
415 transactions was purchased by the fhiance companies wholly 
without recourse to the vending dealers, as is evidenced by the fact 
that the bonuses to these dealers totaled $2,146,65, as compared with 
only $1,020.64 of dealers' loss reserves. Tliese participations by the 
dealers in the fhiance charges averaged 1.66 percent of the total 
deferred cash purchase prices of the automobUes, Certain dealers, 
not content with the regular participations in the regular finance 
charges, made additions thereto totaling $665.96, or 0.35 percent of 
the total deferred cash purchase prices of all cars in the sample. 

The mterest rates implied in the finance charges in these 415 trans
actions m new passenger cars sold on 12-inonth histallments by dealers 
in North Atlantic regions in 1938 ranged from a negative 0.70 percent 
per month, or a negative 8,09 percent per year, to a high of 2.36 
percent per month, or 32,23 percent per year. 'The average for the 
central subgroup of 318 transactions was 0.92 percent per month, 
or 11.58 percent per annum; and the average for the enthe sample 
was 0.95 percent per month, or 12.06 percent per annum. However, 
the reminder is again pertinent that while the purchasers of these 
cars on 12-month instaUments did the equivalent of pa,ying mterest at 
these rates on the unpaid balances of the deferred cash purchase 
prices of their vehicles, not aU of this constituted profit to the finance 
companies, because of the participations in the finance charges paid 
to the vending dealers and because of the operatmg expenses of the 
finance companies themselves. 

In review of the three tables just discussed with reference to new 
passenger cars sold on 12-inonth installments by dealers in North 
Atlantic regions in 1938, it wUl be observed that the finance charges 
in those transactions financed by the factory-controUed finance com
panies averaged 6.03 percent, the charges in the transactions financed 
by the factory-preferred finance companies averaged 6.72 percent, 
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and the fhiance charges in the transactions financed by the mde
pendent finance conipanies averaged 6,30 percent of the total deferred 
cash purchase prices of the automobiles in cjuestion. I t will be noted 
that in this com.parison the finance charges in the transactions 
fina.nced by the mdependent fina.nce companies were second in order 
of m.agnitude, and those in transactions financed by the factory-
preferred finance conipanies were the highest. The mterest rates 
hnplied in tlie finance charges in the transactions fina.nced by the 
factory-controlled finance companies averaged 0.91 percent per 
m.ontli, or 11.53 percent per annum. The rates in the transactions 
financed by the factory-preferred finance companies averaged 1.02 
percent per month, or ]2.89 percent per annum, and the rates in the 
transactions fiiianccd by the mdependent finance companies averaged 
0.95 percent per month, or 12.06 percent per annum. 

Cost of purchas-vng -new passenger ca.rs on 12--morith -i-nstallments in 
North Central reg-ions i n 1938.—Table 181 presents data with reference 
to 147 transactions in which dealers in north, central regions sold new 
passenger cars on 12-montli installments in 1938, these transactions 
being financed by factory-controlled fina.nce companies. I n the 
sample is a modal subgroup of 116 tra.nsactions, the finance charge 
percentages in which vaxied with practical continuity from 5.92 to 
6.15 percent and evidenced a marked tendency to concentrate aroimd 
6 percent. 

Tbe 147 transactions in new passenger cars sold on r2-month 
installments in north central regions in 1938, data for which are 
presented in the next tnhle, represented an aggregate cash sales 
value of more than $171,000. The finance charges in these trans
actions ranged from 4.69 to 7,98 percent of the total deferred cash pur
chase prices of these automobUes, including the insurance premiums, 
and they averaged 6 percent. The average for the moda.l subgroup 
of 116 transactions was 6.02 percent. These finance-charge per
centages are to be compared with the normal 6 iiercent for 12-nioiitli 
transactions under the 6-percent plan. 

The transaction with the minhnum finance charge percentage v,'a3 
the sale of a 1938 Oldsmobile business coupe in the vSt. Louis region 
on March 12, 1938. Although the finance company purchased this 
transaction under a repurchase agreement with the vending dealer, 
the latter was allowed no participation in tbe finance cbaTge, indicating 
that he either made an error against himself in the process of ascer
taining the total charges to be added to the cash sale price of this 
ca.r or deliberate^ gave the benefit of his normal share of the finance 
charge to the câ r purchaser. 

The transa.ction with the maximum finance charge percentage, 
7.98 percent, was tbe sale in tbe Cleveland area on April 30, 1938, 
of a 1938 Chevrolet de luxe coupe. This installment contract was 
purch.ased by the finance company under a repurchase agreement 
with the vending dealer, pursuant to which the latter was allowed a 
loss reserve out of tbe finance charges a^mounting to $3.83, which, 
however, was somewhat less tban the normal IK percent for a 12-
inonth transaction on the unpaid cash purchase iDiice of $293.95. 
However, the finance charges contained a charge of $6.10 by the 
dealer for transfer and filing fees; and this is more than suflicient to 
account for tbe excess of this finance charge over the normal 6 per
cent. I t is interesting to note that whhe the dealer cliars,'ed the 
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purchaser of the car $6.10 for transfer and filing fees, the actual cost 
of these to the dealer was only $3,95. 

T.iBLB 18L—Ca.sh purchase prices, retail insura7ice premiums, down payments,-
total deferred, cash purchase prices, finance charges, total time prices, a7nounts 
of installment notes, perce7itages of fina7ice charges to deferred cash purchase price, 
and rates of -interest implied -in finance charges for new passenger cars solil on 
IS-monlh installments by dealers in 7iorih. central regions and financed by factory-
controlled fmance companies i7i 1938. 

Transaction w i t h — 

Moda l 
group 

Total 
sample 

M i n i 
m u m 

finance 
charge 

per
ceutage 

Max i 
m u m 

finance 
charge 

per
centage 

Moda l 
group 

Total 
sample 

Number of transactions 1 1 110 147 

Cash purchase price of vehicle as delivered 
Retail iusurauce premium . . . . . . . 

1 1 110 147 

Cash purchase price of vehicle as delivered 
Retail iusurauce premium . . . . . . . 

.$980. 00 
2:j. 05 

,$767. 35 
22. 55 

$134, 525. 70 
3,183. 45 

$171,347.13 
3, 966. 03 

Tota l casb purchase price of vehicle aud insurance-. 
D o w u payment, including allowance for used car traded i n . 

Tota l deferred cash purchase price of vehicle and 
insurance.... 

.$980. 00 
2:j. 05 

,$767. 35 
22. 55 

$134, 525. 70 
3,183. 45 

$171,347.13 
3, 966. 03 

Tota l casb purchase price of vehicle aud insurance-. 
D o w u payment, including allowance for used car traded i n . 

Tota l deferred cash purchase price of vehicle and 
insurance.... 

1, 003. 05 
64'2. 00 

789. 90 
473. 40 

137, 700. 21 
76, 960.17 

175, 302.16 
97, 011.48 

Tota l casb purchase price of vehicle aud insurance-. 
D o w u payment, including allowance for used car traded i n . 

Tota l deferred cash purchase price of vehicle and 
insurance.... 361. 05 316. 50 00, 749, 04 78,290. C8 

Finance charges; 
Finance company's provision for expenses and p r o f i t . . 

361. 05 316. 50 00, 749, 04 78,290. C8 

Finance charges; 
Finance company's provision for expenses and p r o f i t . . 16. 95 21.43 

3. S3 
2, 026, 27 

728. 34 
3, 772. 76 

920. 65 
Dealer's bonus . 

21.43 
3. S3 

2, 026, 27 
728. 34 

3, 772. 76 
920. 65 

Dealer's addit ion to regular finance charge 

Total finance charge.. . . . . . . . Total finance charge.. . . . . . . . 16.95 25. 26 3.654.61 4, 893. 41 

Face amount of purchaser's obligation, payable i n equal 
monthly installments 

16.95 25. 26 3.654.61 4, 893. 41 

Face amount of purchaser's obligation, payable i n equal 
monthly installments 378. 00 341. 76 64, 403. 65 82,984. 09 

Total t ime price of vehicle and insurance... 

Percentage to total deferred cash purchase price of— 
Finance company's provision for expense and p r o f i t . . . 

378. 00 341. 76 64, 403. 65 82,984. 09 

Total t ime price of vehicle and insurance... 

Percentage to total deferred cash purchase price of— 
Finance company's provision for expense and p r o f i t . . . 

1,020. 00 816. 16 141, 363. 82 179, 985. 57 Total t ime price of vehicle and insurance... 

Percentage to total deferred cash purchase price of— 
Finance company's provision for expense and p r o f i t . . . 

Percent 
4.69 

Percent 
6.77 
1.21 

Percent 
4. 82 
i . 20 

Percent 
4.82 
1.18 

Dealer's bonus 

Percent 
6.77 
1.21 

Percent 
4. 82 
i . 20 

Percent 
4.82 
1.18 

Dealer's addit ion to ret^idar finance charge 

Total finance charge . . . . . . . . Total finance charge . . . . . . . . 4. 69 7.98 6. 02 6.00 

Rate of interest implied in totnl finance charge: 
Per month . _ 

4. 69 7.98 6. 02 6.00 

Rate of interest implied in totnl finance charge: 
Per month . _ .71 

8.89 
8. 62 

1. 21 
16. 41 
14. 52 

.91 
11.48 
10. 92 

.91 
11. 46 
10.92 

Equivalent annual rate (compounded monthlv) 
.71 

8.89 
8. 62 

1. 21 
16. 41 
14. 52 

.91 
11.48 
10. 92 

.91 
11. 46 
10.92 Conventional aimual rate (12 times month ly rate) 

.71 
8.89 
8. 62 

1. 21 
16. 41 
14. 52 

.91 
11.48 
10. 92 

.91 
11. 46 
10.92 

Al l of tbese installment contracts were purchased by the finance 
company under repurchase agreements with the vending detilers; 
and the amounts aUowed these dealers as loss I'eserves averaged 1.18 
percent of the total deferred cash purchase prices of the automobiles 
in question. I t was interesting to note that the data fcr this sa,mple 
show no additions made by the dealers to the regular fina.nce charges. 

The interest rates implied in the finance cha.rges in these 147 
transactions in new passenger cars sold on 12-inontli installments by 
dealers in North Central regions hi 1938 ranged from a low of 0.71 
percent per montli, or 8.89 percent per ye;ir, to a high of 1.21 percent 
per month, or 15.41 percent per year. The average for the modal 
subgroup of 116 transactions was 0,91 percent per month, or 11.48 
percent per annum; and the average for the entire sample was also 

171233—30 00 
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0.91 percent per month but 11.45 percent per annum.' However, 
the usual reminder is in order to the effect that while the purchasers 
of these cars on 12-inonth installments did the equivalent of paying 
interest at these rates on the unpaid bala.nces of the deferred cash 
purchase prices of their vehicles, not all of this constituted net profit 
to the finance company. 
^ Table 182 presents shnUar data with reference to 284 other trans
actions in North Centrtil regions in 1938, in which dealers sold new 
passenger cars on 12-montli installments, these transactions being 
financed by factory-preferred finance companies. This sample con-
ta.ins a modal subgroup of 214 transactions, the finance charge per
centages of which varied with practical continuity from 5.83 to 6.65 
percent and also evidenced a marked tendenc}* to concentrate around 
a central, or modal, value. 

TABLE 182.—Cash purchase prices, retail insurance premiums, doivn paymerits, 
total deferred cash purchase prices, fi7iancc charges, total time prices, amoimts of 
instalbnent notes, percentages of finance charges to deferred cash purchase price, 
and rates of interest implied in finance charges for new pas-'ienger cars sold on 
IS-monih installments by dealers in North Central regions and financed by fac
tory-preferred finance companies in 1938 

Transaction wi th-

Mini-
mum 

fmance 
charge 

percent
age 

Maxi
mum 

finance 
•charge 
percent

age 

Modal group Total 
sample 

Number of transactions 

Cash purchase price of vehicle as delivered:. 
Eetail insurance premium 

284 

,$901. 75 
42.00 

1S82.00 
19.00 

$214,310. 72 
7,008.79 

Total cash purchase price of vehicle and insurance... 
Down payment, including allowance for used car traded in. 

Total deferred cash purchase price of vehicle and 
insurance 

943.75 
701.75 

901.00 
665.00 

221,319.51 
U9,051. 89 

242.00 336. 00 102, 267, 62 

Finance charges: 
Finance compauy's provision for expenses and profit.. 
Dealer's loss roser ve 
Dealer's bonus 
Dealer's addition to regular finance charge 

.91 
2.85 

31.65 

21.51 

4.663.82 
1,176.90 

396. 06 
60.24 

Total finance charge 

Face amount of purchaser's obligation, payable in 
equal monthly installments 

53.16 6,295,62 

245, 76 389,10 108, 563,24 

Total time price of vehicle and Lnsuranco., 947,51 954,16 227,615,13 

Percentage to total deferred cash purchase price ot— 
Finance company's provision for expense and profit-
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Perceni 
0,37 
1.18 

Percent 
9.42 

6.40 

Perceni 
4.56 
1.15 
.39 
.06 

Total finance charge.. 1. 65 6.16 

Rate ot interest implied in total finance charge: 
Per month 
Equivalent annual rate (compounded monthly) 
Conventional annual rate (12 times monthly rate). 

.24 
2.93 
2.88 

2.34 
31.97 
28.08 

.93 
11.77 
11,16 

$2S4,129. 57 
9,440.00 

293,569.57 
161, 866. 24 

131,703.33 

B, 925. 89 
1,404.67 

555. 30 
158,87 

8,104,03 

139,807.96 

301,674.20 

Percent 
4.50 
1.11 
.42 
,12 

0,15 

,93 
11,75 
11.16 

The 284 transactions in new passenger cars sold on 12-month 
installments, data for which are presented in the above table, repre
sented an aggregate cash sales value of more than $284,000. The 
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finance charges in these transactions varied from a minimmn of 1.55 
to a maxhnum of 15.82 percent of the total deferred cash purchase 
prices of these automobiles, including the hisurance premiums; and 
they averaged 6.15 percent. The average for the modal subgroup of 
214 transactions was 6.16 percent. 

The transaction with the miniinum finance charge percentage was 
the sale of a Chevrolet town sedan in the Chicago area on April 8, 
1938. Of the casli"sale price of $901,75, only $200 remained unpaid 
at the date of the transaction. Application to so small a base of the 
rate chart for the purpose of determining the insurance premium pro
vision as well as the finance charge had the effect of making gross 
underprovisioii for the premium and, consequently, of absorbing the 
major portion of the provided fhiance charge in order to make up the 
deficiency. In consequence, after allowing the vending dealer a loss 

• reserve of $2.85, there remained for the finance company -with which 
to meet its operating expenses and obtain profits only 91 cents. 

The transaction with tbe maximum finance charge percentage, 
15.82 percent, was the sale of a Terraplane sedan in the Chicago area 
on April 26, 1938. The amount of the premium for insurance based 
on this car was only $19, wluch seems very small for a car the cash 
sale price of Avhich was $882; and it is inferred that the provision for 
retail insurance premimn made hy application of the rate chart was 
considerably more than tlus amount, the excess inuring to the benefit 
of the finance company amd augmenting the regular finance charges. 
Furthermore, the unpaid cash purchase price at the date of the trans
action was only $317. Nevertheless, the vending dealer was allowed 
a bonus of $21^51, or $18.34 more than the normal bonus, indicating a 
concealed dealer's "pack" in the amount as set up. 

The major portion of the 284 installment contracts in this sample 
was purchased by the finance companies under repurchase agreements 
with the vending dealers, as is evidenced by the fact that the amoimts 
allowecl these dealers as loss reserves totaled $1,464.57 as compared 
with only $555.30 allowed certain dealers as bonuses. These par
ticipations by the dealers in the finance charges averaged 1.53 perĉ ent 
of the total deferred cash purchase prices of the cars in question. 
Certain dealers, not content with the regular participations in the 
regular finance charges, made additions openly thereto totaling 
$158.87, or a little less than one-eighth of 1 percent of the total 
deferred cash purchase prices of all cars in the sample. 

The interest rates implied in the finance charges in these 284 trans
actions in wbich dealers in South Central regions in 1938 sold new 
passenger cars on 12-month instalhnents ranged from a low of 0.24 
percent per month, or 2.93 percent per year, to a high of 2.34 percent 
per month, or 31.97 percent per year. The average for the modal 
subgroup of 214 transactions was 0.93 percent per month, or 11.77 
percent per annum; and the average for the entire sample was also 
0.93 percent per month, but 11.75 percent per annum. However, 
there is due the usual reminder that, while the purchasers of these cars 
did the eqiuvalent of paying interest at these rates on the unpaid 
balances of the deferred cash purchase prices of these cars, only a 
relatively small portion of this constituted net profit to the finance 
companies. 

Table 183, presents like data with reference to 305 other trans
actions in new passenger cars sold on 12-month instaUments by dealers 
in north central regions in 1938, these transactions being fhianced 

"• ill 
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by independent finnace companies. I n this sample is a central sub
group of 213 transactions, the finance charge percentages in which 
varied with practical continuity from 5.91 to 9.37 percent, but evi
denced no marked tendency to concentrate around any one value. 

TABLE 183,— Cash purchase prices, retail irmirance prendimis, down payments, 
total deferred cash purchase prices, finance charges, total tinie prices, amou7its of 
instalhnent notes, percentages of finance charges to deferred cash purchase price, 
and rates of interest implied in finance charges for new -passeriger cars sold on IS-
month installments by dealers in North Central regions and financed hy indepe7i~ 
dent finance companies in 19SS 

Number of transactions 

Cash purchase price of vehicle as delivered 
Hetai l insurance p r e m i u m . . , 

Tota l cash purchase price of vehicle and insurance. 
D o w n payment, including allowance for used car traded 

iu 

Tota l deferred cash purchase price of vehicle and 
insurance 

Finance charges: 
Finance company's provision for expenses and 

prof i t 
Dealer's loss reserve.. 
Dealer's bonus 
Dealer's addit ion to regular finance cha rge . . . . 

Tota l finance charge 

Face amount of purchaser's obligation, payable 
i n equal month ly installments 

Tota l time price of vehicle and insurance 

Percentage to total deferred cash purchase price of: 
Finance company's provision for expense and profi t -
Dealer's loss reserve 
Dealer's bonus 
Dealer's addi t ion to regular finance charge.. 

Total finance charge 

Rate of interest impl ied in total finance charge: 
Per m o n t h . I 
Equivalent annual rate (compounded monthly) 
Conventional annual rate (12 times month ly rate). 

Transaction w i t l i -

M i n i m i u n 
fin.ance 
charge 

percentage 

$1,147.82 
36.75 

1,184,67 

947, 82 

236.75 

.21 
0 
4. 00 
0 

4.21 

240. 95 

1,188. 78 

Percent 
0.09 
0 
1.69 
0 

M a x i m u m 
finance 
charge 

percentage 

Central 
group 

1 

$967. on 

213 

$215,020. 04 
(j, 245. 31 

967. 00 221, 2C5. 35 

495. 00 117, 004,18 

472. 00 104, 261.17 

47.40 
23. 60 

0 
0 

71.00 

643. 00 

1,038. 00 

1,78 

.27 
3.31 
3.24 

Percent 
10.04 
5.00 
0 
0 

15. 04 

2. 22 
20. 20 
2C. 04 

C, 034, 70 
4, 60 

1,277.35 
11. 40 

328. 01 

111, 589.18 

228,593. 36 

Percent 
5. 79 
0 
1.23 

.01 

7. 03 

l.CO 
1.3. 51 
12.72 

l'ot.al 
sample 

305 

8305,127. 42 
ft, 372.01 

314,490,43 

170,888.71 

143,010.72 

7, 864, 02 
28, 16 

1, 909. 80 
21. 18 

9, 813,10 

153, 423. 88 

324, 312, 59 

Perce-nt 
.5.47 

.02 
i.33 
.01 

6.83 

l .OJ 
13.11 
12. 36. 

The 305 sales of new passenger cars on 12-month installments, data 
for which are presented in the above table, represented an aggregate 
casb sales value of slightly more than $305,000', The finance charges 
in these transactions varied from a mimmum of 1.78 to a maximum of 
15.04 percent of the total deferred cash purchase prices of these auto
mobiles, including the insura.nce premiums; and they avei'aged 6.83 
percent. The average for the central subgroup of 213 transactions^ 
was 7.03 percent, although there were more transactions with finance 
charges of 5,98, 5,99, and 6 percent than in an;'- other part of the range. 

The transaction with the minimum finance clnirge percentage was â  
sale of a 1938 Buick sedan in the Cleveland area on March 24, 1938.. 
Tbe ca.sh sale price of this ca.r was $1,147.82, of which only $200 
remained unpaid at the date of the transaction. Application of a. 



REPORT ON MOTOR VEHICLE INDUSTRY 1021 
single rate chart to this relaltively very small unpaid cash purchase 
price for the purpose of making provisions for both the insura.nce 
premium and the finance charge had the effect of making a gross 
imdei'provision for the former and, in consequence, of absorbing most 
of the latter in order to make up the deficiency. The vending clealer, 
f rom whom the nuance comxiany purchased the contract without 
recourse, was allowed a bonus of $4 or 2 percent of the unpaid cash 
purchase price. 

In consequence, there remained, for the finance company, with which 
to meet its operating expenses and provide i t with profit, the sum 
of 21 cents. 

The transaction witli the maximum finance chiii'ge percentage was 
the sale of a 1938 Plymouth sedan in the Chicago area on May 1, 
1938. The insurance on this car vviis provided by the purchaser 
himself. Car purcha.sers who provide their own insurance should 
exercise great care in order to make sure that thej'^ do not also paj.-, 
in the finance charges included in the total of the installment con
tract, for insurance that thej'' do not receive. On an unpaid cash 
purchase price of $472 at the date of this transaction, the vend
ing dealer under a repurchase agreement v,'-as allowed v/liat pur
ported to be a loss reserve of $23,60, Inasmuch as the normal 
loss reserve on this unpaid balance was only $7.08, i t is evident that 
this vending dealer actually "packed" the finance charges to the 
extent of $16.52. Tbis helps to explain the excess of this finance 
charge percentage, 15.04 percent, over the normal 6 percent. 

The great biUk of installment contracts in this sample of 305 
transactions wa,s purchased by the finance companies wholly without 
recourse to the vending detilers, as is evidencecl by the fact that the 
amounts allowed them as bonuses totalled $1,909.80 as compared 
Avith only $28.10 a.llovved certain dealers as loss reserves. These 
participations by the dealers in the finance charges averaged 1,35 
percent, of the total deferred cash purchase prices of these automobiles. 
Certain dealers, not content with the regula,r participations in the 
regular finance charges, made additions thereto aggregating $21,18. 

The interest rates imiilied in the finance charges in these 305 
transactions in new passenger cars sold on 12-inonth insttiUments bj'-
dealers in North Central regions in 1938 ranged from a low of 0.27 
percent per month, or 3.31 percent per year, to a high of 2.22 jiercent 
per nicntli, or 29.26 percent per year. The avertige for the central 
subgroup of 213 tra.nsactions was 1.06 percent per month, or 13.51 
percent per annum; and the average for the entirejsampie was 1,03 
percent per month, or 13,11 percent per annum. B.ow.ever, there is 
due 'At this point the usual reminder that, while the purchasers of 
these cars did the aquiva,len.t of paying interest at these rates on 
the impaid balances of the deferred cash purchase prices of their 
vehicles, not nil of this constituted net profit to the firiancc compaiues, 
because of the particijiations in the finance charges paid to the dealers 
and because of the finance companies' operating expenses. 

In review of the three tables just discussed with reference to new 
passenger cars sold on 12-nionth installments .in North Central regions 
in 1938, i t will be observed that the finance cluirges in the trans
actions financed by the factory-controlled finance companies averaged 
6 percent, the charges in the transactions fina.nced by the factory-
preferred finance companies averaged 6.15 percent, and those in the 

iii 
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transactions financed by the independent finance companies averaged 
6.83 percent of the total deferred cash purchase prices of the automo
biles in question. The interest rates implied in the finance charges 
in tbe first-mentioned group of transactions averaged 0,91 percent per 
month, or 11.05 percent per annum; the rates in the second-mentioned 
group averaged 0.93 percent per month, or 11.75 percent per annum; 
and the rates implied in the finance charges in the third-mentioned 
group of transactions averaged 1.03 percent per month, or 13.11 
percent per annum. 

SECTION 6.—CofeT OF PURCHASING USED CARS ON INSTALLMENTS 
IN 1935 

Introduction.—It is claimed by the industry of distributing auto
mobiles that, in recent years, it is necessary that the dealers sell 
approximately three used cars for every new car sold. The sale of a 
new car usually involves the acceptance of a usecl car at an allowed 
valuation in part pa,ymeiit. This used car usually has to be recon
ditioned; and in its resale, the vendmg dealer has to take another 
used car in part pa,yment. The second used car, after undergoing 
reconditioning, is sold; and a third used car is usually accepted in part 
payment. Not until the dealer has reconditioned and resold this 
thh'd used car without taking another used car.in part payment has 
he realized in cash the full margin on the new car, the sale of which 
commenced this chain of transactions. 

In the sale of used cars on the histaUment plan, finance charges 
are customarUy imposed at a higher rate than in the sale of new cars. 
There are several reasons for this. In the first place, used cars are 
purchased for the most part by individuals with smaller incomes than 
are enjoyed by the great body of new car purchasers; the purchasers 
of the second and third used cars in the chain of transactions outlhied 
above are usually hidividuals with incomes of very moderate magni
tude. In consequence, used-car transactions on the installment 
plan are regarded as invol-ving considerably greater credit risks than 
are new-car transactions. The imposition of the larger finance-
charge rates takes the form, in the practice of certain large finance 
conipanies, of making a fiat addition of $7,50 or of $10 to the finance 
charges as they would be provided by • application of the new-car 
finance-charge rates. Inasmuch as the unpaid balances of the cash 
purchase prices of used cars, including the insurance premiums, are 
usuaUy small in comparison with the like impaid balances in sale of 
new cars on the histaUment plan, the addition of such fiat charges 
naturally results in a relatively large finance charge percentage. 

Cost of purchasing used cars on 12-month insiallmenis in 1935.— 
Table 184 presents data with reference to 375 transactions in 1935 
in which dealers in the eastem half of the United States sold used 
passenger cars on 12-month installments. These transactions repre
sent an aggregate cash sales value of a little under $133,800. Of 
these, 104 transactions were financed by factory-preferred finance 
companies; and the remaining 271 transactions were financed by the 
factory-controlled finance company. Of the latter, 27 transactions 
occurred dining that part of 1935 in which the so-called 6-percent 
plan was in eft'ect; and the data for these transactions are presented 
separately in the last column of the table. 
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The remaining 244 transactions were financed by the factory-

controlled finance company during that part of 1935 before the 6 
percent plan was put into effect; and the results in this portion of the 
sample are the results that are comparable, if comparison is in order, 
with the results in the sample obtained from the factory-preferred 
finance companies. The table does not present data with reference 
to any used car tra,nsactions financed by the independent finance 
companies. The reason for this is that, in the original draft of this 
chapter, the plan of presentation was to group the sample data and 
present them separately for four divisions of the United States 
(North Atlantic, South Atlantic, North Central, and South Central); 
and for the purpose of this divisional presentation, the samples of 
used car transactions were too small to warrant presentation. In 
the revision of the chapter by consolidating the data for all four of 
these divisions, there was not sufficient time for tabidation of the 
samples of transactions obtained from the independent finance 
companies. 

TABLE 184.—Cash-purchase prices, retail insurance premiu7ns, down payments, 
total deferred cash-p-urcliase prices, finance charges, total lime prices, amounts of 
installm.ent notes, percentages of fina-nce charges to deferred cash-purchase price, 
and rates of interest i7nplied m finance charges for used passenger cars sold on 
12-month installments by dealers in the United States and financed by -factory-
preferred and factory-controlled finance companies in 1936 

Factory-
preferred 
finance 

conipanies 

Factory-controlled 
finance company 

Pre-O-per
cent plan 

total 
sample 

6-percent 
plan 
tota! 

sample 

Number of transactions 

Cash purchase price of vehicle as delivered 
Retail insurance premium _ 

Total cash purehase price of vehicle and insurance... 

Down payment, includtng allowance for used car traded i n . 

Total deferred cash purchase price of vehicle and insurance... 

Finance charges: 
Finance company's provision for expenses aud profit.. 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance charge 

Face amount of purchaser's obligation, payable iu equal 
monthly installments : 

Total time price of vehicle and insurance.. 

Percentage to total deferred cash purchase price of— 
Finance company's provision for expenses and profit 
Dealer's loss leserve 

. Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance charge 

Hate of interest implied iu total finance charge: 
Per month 
Equivalent annual rate (compounded monthly) 
Conventional annual rate (12 times monthly rate) 

104 

.$37,813.90 
1,153. 07 

$84, 988.32 
3, 503.36 

38,966.97 
14, 714. 74 

88,491, 68 
36,811.61 

24, 252. 23 61,680. 07 

2,998. 42 
1,249.12 

13.48 
113. 25 

4, 374. 27 

28, 626. 60 

Percent 
12. 36 
6.15 
.06 
,47 

18.01 

2.65 
36.84 
31.80 

4, 663. 60 
2, 310. 46 

0 
5. 95 

6,980.00 

58, 660. 07 

95,471.68 

Percent 
9,03 
4,47 
0 
.01 

13.51 

2.01 
26.90 
24.12 

510, 955. 00 
398. '25 

11, 363. 25 
4,616. 16 

6, 737. 10 

603.12 
245. 65 

0 
.50 

849. 27 

7,586.37 

12,202, 62 

Percent 
8,95 
3.65 
0 
.01 

12.81 

1.38 
24.98 
22.56 
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i The fina.nce charges in the 104 transactions in used passenger cars 
sold on 12-month installments and financed by factory-preferred 
finance companies, data for which are presented in the above table, 
averaged 18.04 percent of the total deferred cash-purchase prices of 
these used cars, inclusive of the insurance premiums where there 
were insurance premiums, Tbe like charges in the 244 transactions 
financed by the factory-controlled finance company in that part of 
1935 before the so-called 6-percent plan was put into effect averaged 
13,51 percent. 

The finance charges in. the sample of transactions that was financed 
by the factory-preferred finance companies implied the payment 
by these used-car purchasers of interest on the impaid baltmces of 
the cash-purchase prices of their automobiles, including the insurance 
prenhuins, at the average rate of 2.65 percent per month, or 36.84 
percent per annum. The hke intei'est rates implied in the finance 
charges in the 244 transactions financed by the factory-controlled 
finance company before the 6-percent plan was put into eft'ect averaged 
2.01 percent per month, or 26.9 percent per annum. Comparison 
of these finance-charge rates and of these implied interest rates with 
the like rates in the transactions in which new cars were sold on 
12-month installments discloses that the rates pertaining to used-car 
transactions were very much the higher. 

The finance charges in the 27 transactions constituting the sample 
of used passenger cars financed b̂ ^ the factory-controUecl finance 
conipauj- durhig that part of 1935 after the 6-percent plan was put 
into eft'ect averaged 12,61 percent of the total deferred cash purchase 
prices of . these used ca.rs, including the msuraiice iiremiiuns. This 
average was somewhat less than the average finance charge percentage 
in the transactions financed before the 6-percent plan went into effect. 
These finance charges implied the payment of interest by these used-
ca,r purchasers on the unpaid bala.nces of the cash purchase prices of 

' their vehicles, including hisura.nce premiums, at the average rate of 
1.88 percent per inonth, or 24.98 percent per annum., 

; Used,-ca.r transactions vjith inaximum a-nd minimum, finance charge 
• percentages financed by tfie factory-controlled fi-nance company in 1935.— 

The data presented in t-able 184 above show the average finance charge 
percentages in samples of transactions financed by the factoi';^--
controlled a.nd the factory-preferred finance companies. One should 
not assume, hov/ever, that the finance charge percentages in the 
respective transactions composing these samples were ail preciselj'-
equal to the avera.ge percentages of the respective samples; iadeecl, 

' there was a wide range of variation. Ile\dew of the individual 
transactions composing these stimpies discloses much interesting 
information as to the practices of the dealers and of the finance 

I companies hi the matter of imposing finance charges upon the pur-
; chasers of the cars. I t will be interestmg to reviev/ a number of these 
:•. transactions in which the fina,nce-ch.arge percentages were at the 
I minima or at the maxima of the respective divisions in which these 
!̂  transactions occurred. -
I In the 12-nionth iised-passenger-car transactions financed by the 
! factory-controlled finance companj^ -with tbe nunimum finance charge 
! percentage in the North Athmtic division in 1935, the cash sale price 

flijl j of . this used car was $510. The insurance premium, $21,25, brought 
' the total cash value up to $531,25, The down payment of $226.25 

I ! 
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left an unpaid cash purchase price, including the insurance prenuum, 
of $305. To this was added a finance charge amounting to $24.40, 
or 8 percent of the unpaid cash purchase price, including the insurance 
premium. Of this fina.nce charge, $14.40 was reta.ined by the finance 
company and the remainhig $10 was set up as the dealer's loss reserve 
a.nd was eventualiy paid to the vending clealer. The amount of this 
loss reserve indicates that the dealer did not fail to include the cus
tomary flat charge in the finance charges. However, the unpaid cash 
purchase price of $305 was relatively large for a used car, so that the 
finance-charge percentage was only two points percent above the 
normal 6 percent for new-car histalhnent (contracts under the 6-per-
ceiit plan, which was in effect at the time tbis transaction occurred. 
The finance charges in this transaction implied the payment by this 
used-car purchaser of uiterest on the unpaid balances of the cash 
purchase price of his vehicle, including tbe insurance premium, at tbe 
ra.te of 2.25 percent per month, or 30.56 percent per annum. 

The transaction financed with the maximum finance charge per
centage by the factoiy-controUed finance company in the North 
Atlantic region in 1935 involved a used passenger car the cash sa.le 
price of which was only $135. There was no insurance on this car; 
and a down payment of $54 left an unpaid cash purchase ])rice of $81. 
To this was added a finance charge amounting to $18.96, or 23.41 
percent of the unpaid cash purchase price. Of this amount, $11.46 
was retamed by the finance coinpany and $7.50 was set up and even
tually paid to the vending dealer as a loss reserve. The inclusion in 
the finance charges of a flat amount, when related to so small an un
paid cash purchase price as $81, naturally resulted in a large finance 
charge percentage. This fina.nce charge implied the pajunent by the 
purchaser of this used car of mterest on the impaid balances of tbe 
cash purchase price at the rate of 3,39 percent per month, or 49,26 
percent per annum. 

In the South Atlantic division, the used-car transaction fina.nced 
by the factoiy-controUed finance company with the mininium finance 
charge percentage involved the sale of a 1935 Chevrolet Master sedan 
in the Balthnore area o.n December 13, 1935, This was in that por
tion of that year in which the so-called 6-perceiit plan was hi eft'ect; 
and this fact would tend to make the finance charges in this transa.c
tion lower in proportion than the general average of the sample. The 
cash sale price of tbis used car was $600; and the insurance premium, 
$18, brought the total cash value up to $618, The down pa.yment, 
$200, left an unpaid cash purchase price of $418, including the insur
ance premium. To this the dealer added fina,nce charges aggregatmg 
$33.44, or 14,4 percent of the total deferred cash purchase price of 
the car, includin.g the insura.nce premium. Of this finance charge, 
the finance compa.ny retained $27,44 and allowed tbe dealer $6 as a 
loss reserve. The relatively small magnitude of this loss reserve 
indicates that the dealer did not provide tlie ful l amount of finance 
charges that he was expected to provide. I n consequence of this and 
of the relatively la.rge total deferred cash purchase price of this car, 
the fina.nce charge percentage in _ this transaction was the smallest 
percentage in the used-ca,r transactions included in the sample financed 
by this company in the Soutii Atlantic division during 1935, How
ever, 14,4 percent for a 12-month, installment contract is not sina.ll. 
The finance charges in this transaction imi>lied the paj^ment of interest 
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by this car purchaser on the unpaid balances of the cash purchase 
price of his automobUe, includhig the insurance premium, at the rate 
of 1.2 percent per inonth, or 15.44 percent per annum. 

The transaction with the maximmn finance charge percentage in 
the South Atlantic sample involved a used car the cash sale price of 
which was only $180, The insurance premium, $10, brought the 
total cash value up to $190, The down payment, $63, left an unpaid 
cash jmrcbase price, inclusive of the insurance premium, amounting 
to $127. To tlus, the vendmg dealer added finance charges amount
ing to $24.80, or 19.53 percent. Of this, $14,30 was retained by the 
finance company, $7,50 was set up and eveiituallj^ paid to the vending 
dealer as a loss reserve, and $3 constituted an addition by the dealer 
to the regular finance charges. The last iDrobably represented local 
recording fees, notarial fees, and the like paid by the vending dealer, 
included in the time price and the face of the insta.Ument contract and 
reimbursed to the dealer. The amount of the dealer's loss reserve 
indicates that the dealer added at least a portion of the customary 
flat charge to the finance charges that were determinable on a per
centage base; and, related to so small a base as $127, the addition ol 
this flat charge and of the other $3 naturally resulted in a large finance 
charge percentage. 

I n the sample of 12-month used-car transactions financed by the 
factory-controlled finance company in the North Central division in 
1935, the transaction with the mmimum finance charge percentage 
involved a used car the cash sale price of wbich was $150. Addition 
of $10 for insurance premium and deduction of the down payment of 
$50 left an unpaid cash purchase price of $110. To this, the dealer 
added finance charges amounting to $7.38, or 6.71 percent. No por
tion of this finance charge was paid or allowed to the vending dealer, 
a fact that indicates that the dealer faUed to provide the usual fiat 
charge in the finance charges. This explains why the finance charge 
percentage was so small. Nevertheless, this finance charge implied 
the payment of interest by this used-car i^urchaser on the unpaid 
balances of tbe cash purchase price of lus automobUe, mcluding the 
insurance premium, at the rate of 1.01 percent per month, or 12.86 
Ijercent per annum. 

The transaction with the maximum finance charge percentage in 
the North Central region involved a used car the cash sale price of 
which was only $75. Addition of $4 for insurance premium and 
deduction of the down pajrment of $25 left an unpaid cash purchase 
price of only $54. To this relatively small base, the dealer added 
finance charges amounting to $14.52, or 26.89 percent. Of this, the 
finance company retained $7.02 and allowed, and eventuaUy paid, 
the dealer $7,50 as a loss reserve. The amount of this reserve indi
cates that this dealer did not fail to provide at least a major portion 
of the customary flat charge; and, related to so small a base as $54, 
tins flat charge naturally resulted in a very large finance charge per
centage. This finance charge implied the paj^meiit by this used-car 
purchaser of interest on the unpaid balances of the cash purchase price 
of his automobUe, including the insurance premium, at the rate of 
3,87 percent per month, or 57.68 percent per annum. 

Used-car tî ansact-ions with maximum and minim-um finance-charge 
percentages financed by factory-preferred finance companies.—In the 
sample of 12-niont.h used-passenger car transactions financed by the 
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factory-i^referred finance conipanies in the North Atlantic division in 
1935, the transaction with the mininium finance-charge percentage 
involved a used car with a cash sale price of $450. Addition of the 
retail insurance premium, $14.52, and deduction of the down pay
ment, amoimting to $243, left an unpaid cash purchase price, including 
the insurance premium, of $221,52. To this, the vending dealer 
added finance charges amounting to $17.14, or 7.74 percent. The 
fact that no part of this finance charge was allowed the dealer, and 
that all of i t was retained by the finance company, indicates that this 
vending dealer failed not only to provide the customary flat charge 
but to provide the fu l l amount of cha.rges that would bave been 
imposed if tliis had been a new car. I n fact, this finance charge per
centage was considerably less than the average finance charge per
centage in new cars sold on 12-moiith installments in the fore part of 
1935 and fina.nced by the factorj^'-preferred finance companies. Never
theless, this finance charge implied the payment by this used-car 
purchaser of interest on the impaid balances of the cash purchase 
price, including the insurance premium, at the rate of 1.17 percent 
per month, or 14.93 percent per annum. 

The transaction with the maximum finance-charge percentage in 
this same North Atlantic sample involved a used car the cash sale 
price of which was only $123. Addition of the insurance premium, 
$5, and deduction of the down payment, $36, left an unpaid cash 
purchase price, inclusive of the insurance prem.ium, amounting only 
to $92, To this relatively small base, the vending dealer contrived 
to add fina.nce cliarges aggregating $28, or 30.43 percent. Of this, 
$16.55 was retained by the finance company, $4,45 was allowed the 
vending dealer as a loss reserve, and $7 constituted an addition to the 
regular finance charges made by the vending dealer. The finance 
charges in this transaction implied the payment by this used-car pur
chaser of interest on the unpaid bahtuces of the cash purchase price of 
lus automobile, including the insurance premium, at the rate of 4.35 
percent per month, or 66,59 percent per annum. 

I n the 12-inontli used passenger car sample of transactions financed 
by the factory-preferred finance companies in the South Atlantic di
vision in 1935, the transaction with the smallest fina.nce charge per
centage involved a used car the cash sale price of which was $625. 
Addition of the retail insurance premium, $27.40, and deduction of 
the down payment, $375, left an unpaid cash purchase price, including 
the insurance premium, amoimting to $277.40. This was a relatively 
large unpaid balance for a used passenger car. To this, the vending 
dealer added finance charges aggregating $34.60, or 12.47 percent. 
Of this, $21 was retained by the finance company and $12.50 was al
lowed, and eventuallj'- paid, the vending dealer as a loss reserve. The 
amount of this reserve indicates that this vending dea.ler m âde no 
omission of any flat charge or other charge that he was expected to 
apply. The flnance charges in. this transaction implied the payment 
b}^ this used-car purchaser of interest on the unpaid balances of the 
cash purchase price of lus automobile, including the insurance pre
mium, at the rate of 1.86 i^ercent per month, or 24.70 percent per 
annum. 

The transaction with the maximum fliiance-charge percentage in 
tbe same sample involved a used car the cash sale price of which was 
$209. Addition of the insurance premium, $10, aud deduction of the 
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down payment, $50, left an unpaid cash purchase price,.inclusive of 
the insurance premium, amounting only to $169. To this relatively 
small base, tbe vending dealer added finance charges amounting to 
$47, or 27.81 percent. This transaction presents another interesting-
feature. The vending dealer was allowed a participation in these 
charges of $7,95 by way of a dealer's loss reserve. I n addition to this, 
the finance company set up as a special dealer's reserve the amount 
of $11, the purpose of which was to compensate the vending dealer for 
any loss that be might sustain if, instead of reconditioning and reselling-
aiiy of the used cars taken by him in trade, he should convert anti
quated and dUapidated cars to junk. The inclusion in these finance 
chai'ges of the usual fiat charge applied in used-car transactions and 
the addition of this special reserve of $11, when related to so small an 
impaid casb purchase price as $169 naturally resulted in a large finance 
charge percentage. The purchaser of this used car did the equivalent 
of paj^ing interest on. the unpaid balances of the cash purchase price 
of his automobile, including the insurance jiremium, at the rate of 
3.99 percent per month, or 59,98 percent per annum. 

I n tbe sample of used cars sold on 12-nioiitli installmen ts in North 
Central regions and financed by the factory-preferred finance com
panies in 1935, the transa.ction v.dth the smallest finance-charge per
centage involved a used car, the cash sale price of which was $575. 
Addition of the retail insurance premium, $21,96, and deduction of 
the down payment, $151, left an unpaid cash purchase price, inclusive 
of the insurance premium, amounting to $445,96, To this base, tbe 
vending dealer added fina.nce cha.rges amounting to $46.04, or 10.32 
percent. However, this dealer made an error of $7.25 against himself, 
a fact that helps to explain why the fi.nance charge percentage was 
not larger—although 10,32 percent is not small. The purchaser of 
this used car did the equivalent of paying interest on the unpaid bal
ances of the cash purchase price of his automobile, mcluding the in
sura.nce premium, at the rate of 1.54 percent per month, or 20.20 
percent per annum. 

The transaction with the maximum finance-charge percentage in 
the same sample involved the sale of a used 1931 Ford coupe, the cash 
sale price of which was $125 and the unpaid portion of which, was only 
$70. Addition of the insurance preiniuin, $5, brought the total unpaid 
cash purchase price up to $75. To this relatively small base, the 
vending dealer added finance charges amounting to $24.96, or 33.28 
percent. Of tins, $14.96 was retained by the finance company and 
$10 was allowed the vending dealer as a loss reserve. The amount of 
this reserve indicates that the dealer made no failure to include all of 
the charges that he was expected to provide. The fmance charges in 
this transaction implied the payment by this used-car purchaser of 
interest on the unpaid balances of the cash purchase price of his auto
mobile, including the insura.nce premium, at the rate of 4.72 percent 
per month, or 73,92 percent per annum. 

Cost of purchasing used p)asse-nger cars on IS-month i-nstaUraen.ts i n 
1935,—Table 185 presents simUar data with reference to 30 other 
transactions in 1935 in which dealers in the North Central division 
sold used passenger cars, this time on 18-nionth installments. Sam
ples of siniUar transactions for the North Atlantic, the South Atlantic, 
and the South Central divisions were not included because, in prepar
ing the original draft of this chapter, those samples were too scanty to 
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warrant separate presentation and, in preparation for the present text, 
there was not suflicient time for their tabulation and inclusion. 

T.4.BLE 185.— Ca,s/i -purchase prices, retail irisurance -premiu-ms, doia-n payments, 
total deferred cash purchase prices, fina.nce charges, total time prices, amounts of 
i7istalhnent notes, percentages of finance charges to deferred cash purchase price, 
a-nd rates of interest iinplied in finance cliarges for -used passenger cars sold on 
18-mont.h instalbnenis by dealers -i-n North Central regions and fi,nanced by 
faciorij-preferred and factory-controlled fiyiance companies in 1935 

Number of transactions. 

Oaslj purr-h.ase price of vehicle iis dclivercd. 
Betail insurance premium 

Total cash puroh:-'.se price of vehicle and insiurance 

Down payment, includin,g allow-ance for used car traded in 

Total deferred cash purch;ise price of vehicle and insur.̂ nce-

Fiuance charges: 
"Finance company's provision for expenses aud profit 
Dealer's loss reserve. 
Dealer's bonus 
Dealer's i:dditioE to i'egular finance charge 

Factory-
preferred 
finance 

companies 

S6, 613. 30 
288.32 

0,901.02 
2, 554. 42 

4, 347. 20 

053. 90 
128. 24 

Total finance charge; 

Face amount of purchaser's obligation, payable in equ!il monthly in.stall-
ments... 

Total time price of vehicle and insurance-

Percentage to total deferred cash purchase price of— 
Finance company's provision for expenses and profit-
Dealer's loss reserve.-
Dealer's bonus 
Dealer's addition to regular fiuance charge-

Total finance charge. 

P.ate of interest implied rn total finance charge: 
Per mouth 
Fquivaleut annual rate (compounded mouthly)---
Conventional annual rate (12 times monthly rate). 

,5. ,50 

787, 04 

i'actory-
contr.olled 

finance 
compfc.ny 

512,037. .50 
504. 08 

12. 541. 58 
4, 514.13 

8,027. 45 

800. 26 
153. 65 

1,013.90 

5,134. 84 
7. GSO. 20 

Percent 
15.04 
2.96 

9,041.35 
13, 555. 48 

Percent 
10. 72 
1.91 

1.81 
24.06 
21.72 

1. 28 
16.63 
15.36 

The 30 transactions in used passenger cars sold on 18-month 
installments, data for wdiich are presented in the above table, repre
sented a cash sale value of $18,650.80, Of the total, 13 transactions 
were financed by factory-preferred finance companies and 17 trans
actions were financed by the factory-controlled finance coinpany. 
The finance charges in the sample that was financed by the factory-
preferred finance companies averaged 18.12 percent of the total 
deferred cash purchase prices of these used cars, including the insur
ance premiums. The finance charges in the sample financed by the 
factory-controlled finance company averaged 12.63 percent. I t will 
be obseived that the dealers' participations in the finance charges in 
the first-men tioned sample averaged 3.08 percent of the total deferred 
cash purchase jnices of these used cars, as compared with an average 
of 1.91 percent in the second-mentioned sample; also that the portion 
of finance charges retained by the fhiance companies averaged 15,04 
percent of the total deferred cash purchase prices in the sample 
financed by the factory-preferred finance companies, as compared 
with. 10.72 percent in tlie sample financed hy the factory-controlled 
fina.nce company. 
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The finance charges in the transactions financed by the factory-
preferred finance companies imphed the payment by the car pur
chasers of interest on the unpaid balances of the cash purchase prices 
of their used automobiles, including the insurance premiums, at the 
average rate of 1,81 percent per month, or 24,06 percent per annum. 
The corresponding rates implied in the fhiance charges in the sample 
financed by the factory-controUed finance company averaged 1.28 
percent per month, or 16.53 percent per annum. 

Used passenger car transactions with maximum and minimum finance 
charge percentages.—In the sample of used passenger car 18-month 
instaUment contracts financed by the factory-controlled finance 
company in North Central regions in 1935, the transaction with the 
minimum finance charge percentage involved the sale of a 1936 
Master Chevrolet sport sedan on November 26, 1935, in the St. Louis 
region. Although this transaction was marked on the finance com
pany's record as a used car, the cash sale price, $840.30, suggests that 
it was a car used for demiOnstrating purposes and sold to the purchaser 
as a new car. This is further e\ddenced by the fact that the amount 
set up as the dealer's loss reserve, $7.61, was only a trifle more than 
the normal dealer's loss reserve for a new car with the same unpaid 
cash purchase price, $522.17. Addition to the cash sale price of the 
insurance premium, $27.83, and deduction of the down payment, 
$318.13, left an unpaid cash purchase price, inclusive of the insurance 
premium, amounting to $550. To this base, the vending dealer added 
finance charges amoimting to $49.40, or 8.98 percent. Of this, the 
finance company retained $41.79 and allowed the dealer the loss re
serve of $7.61 stated above. The purchaser of this used car did the 
equivalent of paying interest on the unpaid balances of the cash 
purchase price of his automobile, including insurance premium, at 
the rate of 0.92 percent per month, or 11.63 percent per annum— 
rates about equal to the normal interest rates implied in the fhiance 
charges in new-car transactions under the 6-percent plan. 

In the same sample, the transaction with the maximum finance-
charge percentage involved the sale of a 1929 Lincoln sedan, the cash 
sale price of which was only $400. Addition of the insurance premium, 
$21.75, and deduction of the dnwu payment, $150, left an unpaid 
cash purchase price, inclusive of the insurance premium, amoimting 
to $271.75. To this base, the vending dealer added finance charges-, 
amounting to $50.73, or 18,67 percent. Of this, the finance company 
retained $40.73 and allowed the vending dealer $10 as a loss reserve. 
The amount of this reserve indicates that this vending dealer did not 
fail to make any charge that he was expected to make in this used-car-
transaction, and the inclusion in the fin.ance charges of a flat charge, 
related to a base of only $271.75, naturally resulted in a relatively 
high finance charge percentage. The finance charges in this trans
action implied the payment by this used-car purchaser of interest on 
the impaid balances of the cash purchase price of Ms automobile, 
including the insurance premium, at the rate of 1.87 percent per month,, 
or 24,86 percent per annum. 

In the sample of used passenger cars sold on 18-month install
ments in North Central regions and financed by the factory-preferred 
finance companies in 1935, the transaction with the minimum finance-
charge percentage involved a used car, the cash sale price of which 
was $595. Addition of the insurance premium, $31.72, and deduction 
of the down payment, $259, left an unpaid cash purchase price,, 
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inclusive of the insurance prenuum, amounting to $367.72. To this 
base, the vending dealer added finance charges amounting to $46.28, 
or 12.59 percent. All of this finance charge was retained by the 
finance company, a fact indicating that the dealer committed errors 
against himself or allowed the purchaser of the car the entire portion 
of the normal finance charges that would have accrued to the dealer. 
This explains why the finance charge percentage in this transaction 
was the minhnum for the sample, although 12,59 percent on an 
18-month transaction was not smaU. 

The finance charges in this transaction imphed the payment by 
this used car purchaser of interest on the unpaid balances of the 
cash purchase price of his automobile, including the insurance pre
mium, at the rate of 1.28 percent per month, or 16.47 percent per 
annum. 

The transaction -vvith the maximum fhiance charge percentage in 
the same sa.mple involved the sale of a 1934 Chevrolet coach in the 
St. Louis region on June 18, 1935. The cash sale price was $500; 
and addition of the insurance premium, $12.13, and deduction of the 
down payment, $375, left an unpaid cash purchase price, inclusive of 
the insurance premium, of only $137.13. To this base, the vending 
dealer added finance charges amounting to $42,87, or 31.26 percent. 
Of this, the finance company retained $28.62, allowed the vending 
dealer $8.75 as a loss reserve and $5.50 constituted an addition to 
the regular finance charges that was made by the dealer and was 
paid to him by the finance coinpany. The inclusion of the usual 
flat charge, when related to so small a base as $137.13, naturally re
sulted in a large finance charge percentage. And the dealer's further 
addition enlarged the finance charge percentage substantially. The 
finance charges in this transaction implied the payment by this 
used-car purchaser of interest on the unpaid balances of the cash 
purchase price of his automobile, hiclusive of the insurance iiremium, 
at the rate of 3.04 percent per month, or 43.16 percent per annum. 

SECTION 7. COST OF PURCHASING USED PASSENGER CARS ON INSTALL
MENTS IN 1936, 1937, AND 1938 

Introduction.—In the preceding section, in which data were pre
sented and discussed with reference to the cost of purchasing used 
passenger cars on instaUments in 1935, tables were presented and 
discussed in which the data for samples of transactions financed hy 
the factory-controlled and factory-preferred companies respectively 
were shown in the same table. The discussion of the data presented 
in the table was followed by presentation of the data pertaining to a 
number of indi"vidual transactions in the North Atlantic, South At
lantic, and North Central divisions, respectivelj-, which transactions 
were those with the minimum and the maxhnum finance charge per
centages in the respective divisions. The samples of used passenger 
car transactions that occurred in 1936, 1937, and 1938 include 963 
transactions, with an aggregate cash sale value of a little more than 
$334,000, in which the cars were sold on 12-month installments and 
925 transactions, representing an aggregate cash sale value of a little 
under $498,000, in which the used cars were sold on 18-month in
stallments. These samples include samples of transactions financed 
by. the independent finance compa,nies as well as samples financed by 
the factory-preferred and the factory-controlled finance conipanies. 
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For the purpose of the present discussion, the data for the 12-month, 
sample were presented in three separate tables—a separate table for 
each class of finance company. The data for the 18-niontli-install-
nient contracts are presented hi like nitinner. Each of these tables 
shows not oiity the data for the aggregate sa.mple but the data for 
the two transactions in the sample that had, respectively, the mini-
iiiuni and the ma.ximum finance charge percentage. Inasmuch as 
the tvansaGtioii with the mimmum finance charge percentage may 
have occurred in cue part of the Ihiited States and the transaction 
with the maximuni finance charge percentage may have occurred in 
another part, the discussion of sucli transactions is supplemented by 
the presentation and discussion of data pertaining to other transac
tions with the miniinum and the maximum finance charge percentages 
in other (Uvisions in the eastern half of the United States, Tins 
method of presentation facilitates tbe presentation and discussion of 
these supplementary illustrations. 

Cost of -purchasing -used passenqer cars on 12-7nonth -i.nstnllments m 
the United States, }936-S8,—Ta.iAe 186 presents_ data with reference 
to 194 transactions in the eastern half of the United States in which, 
in 1936, 1937, and 1938, dealers sold used passenger cars on 12-month 
iiistailiiieiits, tliese transactions being financed by factory-controlled 
fina.nce companies. 

TABLE 186.—Cash purchase prices, retail insurance premiums, down payments, 
total deferred cash purchase prices, finance charges, total time prices, amounts of 
installme-nt notes, percentages of fi.7icince charges lo deferred cash purclw,se price, 
and rates of interest implied in finaiice charges for used passenger cars sold on 12-
-month installme-nts by dealers in the United States and fi-na7iced by factory-con
trolled .-firiance com.panies in 19S6, 1937, and 1938 

Number of transactions 

Cash purehase price of vehicle as delivered. 
Retail insurance premium.. 

Total cash purchase price of vehicle and insurance 
Down payment, including allowance for used car traded in 

Total deferred cash purchase price of vehicle and insurance. 
Finance charges: 

Finance company's provision for expenses and profit 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total flnance charge 
Pace amount of purchaser's obligation, payable in equal 

m-outhly installments 
Total time price of vehicle and insurance.. 

Percentage to total deferred cash purchase price of— 
Finance company's provision for expense and profit.. 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance charge-
Hate of interest implied in total finance charge: 

Per month 
Equivaleut annual rate (compounded monthly) 
Conventional annual rate (12 times monthly rate). 

Transaction with-

Minimum 
finance 
charge 

percentage 

$650.00 
20.00 

570. 00 
160.00 

22.96 
9.84 

442. 80 

602. 80 

Percent 

1.20 
16.43 
14.40 

IMaximum 
flnance 
cliarge 

percentage 

$100.00 

100.00 
25.00 

76.00 

10. 74 
7. 50 

Percent 
14.32 
10.00 

3. 52 
61.44 
42. 24 

Total 
sample 

$68,482.26 
2, 834.00 

71, 316, 25 
30,090,03 

41, 220. 22 

3, 679. 42 
1, 491. 36 

4.60 
120.18 

6, 295. 46 

46, ,521, 
76, Oil, 71 

Perceni 
8.92 
3.62 
.01 
.29 

12.84 

1. 91 
25.34 
22.92 
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The finance charges in the 194 12-month used-passenger-car 
transactions, data for which are presented in the above table, ranged 
from 8 to 24.32 percent of the total deferred cash purchase prices of 
these used cars, including insurance premiums; and they averaged 
12.84 percent. In new-car transactions the normal finance charge 
for 12-month instaUment contracts is 6 percent. In used-car trans
actions, however, i t is customary not only to make a finance charge 
at the rate of one-half of 1 percent per month on the total deferred 
cash purchase price of the vehicle, including insurance premium, for 
the enthe duration of the contract, but also to make a fiat addition 
thereto, the purpose of which is to cover the supposed extra risk in
volved in connection with the financhig of a used-car sale. With one 
finance company this fiat addition was $7.50 per car. The natural 
effect of this flat addition is a finance charge percentage that is above 
the normal 6 percent for a 12-month transaction involving new cars. 

The transaction with the minimum finance charge percentage, 8 
percent, was the sale of a 1936 used Chevrolet standard coach in the 
DaUas area on May 17, 1937. In used-car transactions the vending 
dealer is customarUy allowed a loss reserve of not less than $10. The 
dealer in this transaction was allowed a loss reserve of only $9.84—• 
indicating that the dealer did not impose the full amount of the finance 
charges contemplated for a used-car transaction in which the unpaid 
cash purchase price was $390. I t is also observed that the cash sale 
price of this used car was $550, which was a relatively high price for 
a used car. The natural effect of including a flat charge in the flnance 
charges pertaining to a high-priced used car is that the percentage of 
such flat charge to the total deferred cash purchase price of the car is 
relatively smaU. So that, although the finance charge percentage in 
this transaction was two points above the normal percentage for a 
new-car transaction, i t was nevertheless relatively low for used-car 
transactions. 

The transaction just discussed occurred in the South Central region. 
In discussing these samples that have been consohdated for all regions 
in the eastern half of the United States, it is deemed interesting to 
present the data with reference to transactions with the minimum 
fhiance charge percentages in the various divisions. Such a transac
tion was the sale of a 1935 OldsmobUe used sedan in the Omaha terri
tory on June 3, 1936. The finance charge percentage in this case also 
was 8 percent of the total deferred cash purchase price of the car, 
including the insurance premium. The dealer in this transaction was 
allowed a loss reserve of $6, which was $4 below the above-stated 
mmimum and was precisely 1)̂  percent of the unpaid cash purchase 
price of $400—again a fact indicating that the dealer did not impose 
the full amount of the charges contemplated for a used-car transac
tion. The total deferred cash purchase price of this car, including 
the insurance premium, was $410; so that any flat charge included 
in the fina.nce charges in this transaction naturaUy constituted a rela
tively small percentage of this base. 

Another such transaction was the sale of a 1937 used Buick sedan 
in the Pbiladelphia region on March 15, 1938. On the basis of an 
unpaid cash purchase price of $560, the dealer was allowed a loss 
reserve of $13.97, which indicates that the dealer included the full 

171233—89—67 
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flat charge in the finance charges. However, related to so large a 
base as $581.75, including the insurance premium, the flat charge con
stituted a relatively small percentage addition, so that the finance 
charge percentage in this transaction also was a little more than 8 
percent. 

The transaction with the miniinum finance charge percentage in 
the South Atlantic region involved the sale of a used 1936 Ford Tudor 
sedan in the Kichmond area on December 8, 1936. Tbe cash sale 
price of this used car was $505; but the unpaid cash pm'chase price 
was only $230. On this base the dealer was allowed a loss reserve 
of only $3.45, or IK percent of the unpaid cash purchase price, as 
compared with the normal mhiimum of $10. This again indicates 
that the dealer did not impose the full amount of the charges con
templated for a used car with this unpaid cash purchase price. How
ever, that some amount other than the normal IK percent of the total 
deferred cash purchase price of the car, including the insurance pre
mium, was included is evidenced by the fact that the finance charge 
percentage was 8.22 percent as compared with the normal 6 percent 
in a new-car transaction of the same duration. 

In contrast with these transactions in which the cash sale prices of 
the used cars, and the unpaid cash purchase prices of them, were rela
tively large, the tra.nsactions with the maximum finance charge per
centages involved used cars with much smaUer cash sales prices and 
impaid balances thereof. The transaction with the maxhnum finance 
charge percentage, 24.32 percent, involved the sale in the Chicago 
area, on December 3, 1936, of a used 1931 Ford sport roadster. The 
cash sale price of this car was only $100; and the impaid cash pur
chase price was only $75. The inclusion in the finance charges of a 
flat $7.50 (which was the amount aUowed this vending dealer as loss 
reserve), related to so small a total deferred, cash purchase price 
naturally resulted in a la.rge finance charge percentage. 

No insurance was provideci by the finance company on this car; 
and, apparently, a further addition was made to the finance charges 
to compensate for this omission. 

The transaction with the maximum finance charge percentage in 
the South Atlantic region was the sale in the Atlanta territory on 
AprU 2, 1938, of a used 1931 Chevrolet sedan. The cash sale price 
of this used car was oiUy $175, of which $100 remained impaid at the 
date of the transaction. The insurance premium of $9.50 brought 
the total deferred cash purchase price up to $109.50. The fact that, 
on the basis of an unpaid cash pm-chase price of $100, tbe dealer was 
allowed a loss reserve of $6.07 indicates that some portion of the 
normal flat charge was included in these finance charges, although 
the fact that the reserve allowed the dealer was less than $10 indicates 
omission of a part of the flat charge. Related to so sma,ll a base, the 
natural result of the inclusion of such a flat charge was a large finance 
charge percentage, 18.36 percent. 

The transaction with the maxhnuin finance charge percentage tn 
the South Central region was the sale, in the Birmingham area on 
May 6, 1937, of a used 1929 Plymouth roadster. The cash sale price 
of this used car was only $165; and, of this, only $105 remained 
unpaid. Tbe vending dealer was not allowed the full $10 as a loss 
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reserve, but the fact that he was allowed a reserve of $5.99 on so 
small an unpaid cash purchase price indicates that he included at 
least a part of the normal flat charge in the fimance cha.rges. The 
charges also contain local and State taxes a.mounting to $3, which 
amount was paid by the dealer and was reimbursed to liim in the 
check from the finance company. Related to so small a total deferred 
cash purchase price as $115.50 (including the insmance premium of 
$10.50), the inclusion of such charges hi the finance charges had a 
natural result of a relatively high finance charge percentage, 19.90 
percent. 

The transaction with the inaximum finance charge percentage in 
the North Atlantic region involved the sale, in the Pittsburgh area on 
March 26, 1937, of a used 1932 Studebaker 2-door sedan. The cash 
sale price of this used car was only $225, of which only $95 remained 
unpaid at the date of the transaction. Again the vending dealer was 
not allowed the normal minimum as a loss reserve; but the fact that 
he was allowed a loss reserve amounting to $6.17 indicates that he did 
include a considerable portion of the normal flat charge in the finance 
charges. Related to so small a total deferred cash purchase price as 
$95 (there was no insurance placed through the finance companj'')) 
the natural result was a large finance charge percentage, 21.64 percent. 

Nearly all of these 194 used passenger car installment contracts 
were purchased by the finance coinpany under repurchase agree
ments with the vending dealers. This is evidenced hy the fact that 
the loss reserves aUowed these dealers aggregated $1,491,36 as com
pared with only $4.50 allowed them as bonuses. Certain dealers 
made additions to the regular finance charges aggregating $120.18, or 
nearly three-tenths of 1, percent of the total deferred cash pm'chase 
prices of these used cars; 

The interest rates implied in the fhiance charges in these 194 used 
passenger car transactions ranged from 1.20 percent per month, or 
15.43 percent per year, to a high of 3.52 percent per month, or 51.44 
percent per year. The average for the enthe sample was 1.91 per
cent per month, or 25.34 percent per annum. I t will be observed, in 
comparing these finance charge percentages and these interest rates 
with the like percentages and rates in transactions in which new-
passenger cars were sold on 12-moiith instaUments and the sales were 
financed by the factory-controlled finance company, that the rates 
pertaining to used cars were considerably higher than the rates 
pertaining to new cars. 

The transactions in the sample just discussed with reference to 
used passenger cars sold on 12-month instalhnents dm-ing 1936, 1937, 
and 1938 were financed hy the factory-controlled finance company. 
Table 187 presents data with reference to 395 other transactions in 
1936, 1937, and 1938 in which the dealers sold used passenger cars 
on 12-nionth installments, these transactions being financed by factory-
preferred finance companies. 

ili 
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TABLE 187.—Cash purchase prices, retail insurance premiums, down pay7ne-nts, 
total deferred cash purchase prices, finance charges, total time prices, amoimts of 
installment notes, percentages of finance charges to deferred cash purchase price 
and rates of i7iterest implied -in finance charges for used passenger cars sold on IS-
month installments by dealers in the United Staies and financed by factory-pre
ferred finance co7npanies in 1936, 1937, and 1938 

Transaction wi th-

Minimum 
finance-

charge per
centage 

Maximum 
finance-

charge per
centage 

Total 
sample 

Number of transactions. 

Cash purchase price of vehicle as delivered, 
Retail insurance premium 

396 

$365. no 
6.00 

$160.00 
6.00 

$141,116.60 
6,363.80 

Total cash purchase price of vehicle and insurance 
Down payment, including allowance for used car traded in.. 

370.00 
143.00 

105.00 
50.00 

146,480.40 
01,446.01 

Total deferred cash purchase price of vehicle and insurance. 

Finance charges: 
Finance company's provision for expenses and profit 
Dealer's loss reserve 
Dealer's bonus.. 
Dealer's addition to regular finance charge.. 

227.00 115.00 85,034.39 

20.85 
I -29. 86 

19.12 
10. 00 

10.00 23.88 

8, 977, 32 
2,894, 07 

123. 61 
1,061.46 

Total finance charge. 1.00 53.00 13,046,46 

Face amount of purchaser's obligation, payable in equal nionthly in
stallments 228.00 168.00 98,080. 85 

Total time price of vehicle and insurance. 371.00 218.00 

Percentage to total deferred cash purchase price of: 
Finance company's provision for expense and profit. 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular flnance charge 

Percent 
9.19 

I -13,15 

Percent 
16.63 
8.69 

4.40 20.77 

169,526.86 

Percent 
10.56 
3.40 
.14 

1.24 

Total finance charge. 46.09 15.34 

Eate of interest implied in total flnance charge: 
Per month 
Equivalent annual rate (compounded monthly).. . 
Conventional annual rate (12 times monthly rate). 

.07 

.82 

.84 

6.38 
109.98 
76.50 

2.27 
30.87 
27.24 

' Negative quantity, percentage. 

The fhiance charges in the 395 12-month used-passenger-car trans
actions, data for which are presented in the above table, ranged 
from 0.44 to 46.09 percent of the total deferred cash purchase prices 
of these used velncles, including the insurance premiums; and they 
averaged 15.34 percent. 

The tiansaction with the minimum finance charge percentage, 0.44 
percent, involved the sale in the Pro-vidence area on June 5, 1936, of 
a used 1933 Ford Fordor sedan. In computing the total charges to 
be added to tbe cash sale price of this used car, the dealer committed 
an error against himself of $39, and he suffered the consequence in 
tho a.mount of the check received from the finance company, Nor
maUy, the dealer woiUd have been aUowed a loss reserve of $9.15 and, 
in addition thereto, a special reserve of $10 to compensate him for 
any loss that he might sustahi by junking used cars taken in trade 
instead of reconditioning and reselling them—allowances making for 
a large rather than a small finance charge percentage. However, the 
result of this error of $39 was the very small finance charge percentage 
noted above. 
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The transaction discussed in the precedhig paragraph occurred in 
the North Atlantic region. The transaction with the minimum 
finance charge percentage in the North Central region tnvolvecl the 
sale, in the Kansas City area on December 4, 1936, of a used 1935 
Chrysler coupe. The cash sale price of this used car was relatively 
large, $775; but the unpaid cash purchase price was only $200. This 
installment contract was purchased by the finance company whoUy 
without recourse to the vending dealer in case of defaiUt by the car 
purchaser. The fact that the dealer was allowed no participation in 
the finance charge, even by way of bonus, mdicates a dealer's error in 
the computation of the total charges to be added to the cash sale price 
of this vehicle. Indeed, the fact that the total charges exceeded the 
retaU insurance premium of $33.55 by only $6.45 indicates, not only 
that there was a dealer's error, but that application of the rate chart 
to the relative^ smaU base made inadequate provision for the retail 
insurance premium, in consequence of which a considerable portion 
of the pro-vided finance charge was absorbed in order to make up the 
deficiency. 

The transaction with, the minhnum finance charge percentage in 
the South Atlantic region, 6.46 percent, involved the sale, in the 
Atlanta area on AprU 19, 1938, of a used 1936 Studebaker sedan. The 
cash sale price of this used car was $580, of which $350 remained 
unpaid at the date of the transaction. The vending dealer was 
allowed a loss reserve of $12.25, which indicates no failure on his part 
to pro\'ide all the charges contemplated by the rate chart, including' 
the Usual flat charge pertaining to a used car. However, this fhiance 
company supplied its dealers with only one set of rate charts with 
which to determine the pro-vision both for the finance charge and the 
retaU insurance premium; appUcation of such a chart to the relatively 
smaU base of $350 had the natural eft'ect of making under provision 
for the insurance prenuum and of absorbing a part of the provided 
finance charge in order to make up the deficiency. 

The transaction -with the minimum finance charge percentage in 
the South Central region, 2.76 percent, involved the sale, in the Bir
mingham area on May 30, 1938, of a used 1937 Ford touring sedan. 
The cash sale price of this car was relatively large, $525; and the 
unpaid cash purchase price was $302. The dealer was aUowed, as a 
loss reserve, $10, which indicates no failure on his part to provicle the 
full charges. However, the amount of the insurance premium was 
$50.05, which is relatively large for a used car in the low-priced class 
and which indicates that a portion of the pro-vided finance charge 
was consumed in making up a deficiency in the pro-vided insurance 
premium. 

The transaction -with the maximum finance charge percentage, 46.09 
percent, involved the sale in the Fort Worth area on Jime 10, 1938, 
of a used 1930 Model A Ford sedan. The cash sale price of this 
used car was only $160; and only $110 of this remained unpaid at the 
date of the transaction. Not only did the dealer include the usual 
flat charge of $7.50 in the finance charges but he made an addition 
to the regiUar finance charges amoimting to $23.88. This addition 
and tins flat charge when related to so sniaU a base as $115, the total 
deferred cash pmchase price of this car including the insurance pre
mium, naturally resulted in a very large finance charge percentage. 
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The transaction with the maximum finance charge percentage in 
the South Atlantic region involved the sale, in the Atlanta territory 
on AprU 28, 1938, of a used 1933 Ford Fordor sedan. The cash sale 
price of this car was only $225; and, of this, only $104 remained impaid 
at the date of the transaction. On this small base, the dealer was 
allowed a loss reserve of $10—indicating that he made no failure to 
provide the fu l l amoimt of the finance charges mcluding the usual 
flat charge. The premium for the insmance on this car was only 
$5.98, a fact that indicates that a portion of the provision for the 
insurance premium that was charged the purchaser inured to the 
benefit of the finance company. There was also an addition to the 
regular finance charges of $2 to cover notary and recording fees. 
These additions to the finance charges, when related to so small a base, 
naturally resulted in a large finance charge percentage, 30.93 percent. 

The transaction with the maximum finance charge percentage in 
the North Central region involved the sale in the Minneapolis area on 
May 4, 1936, of a used 1928 Ford sedan. The cash sale price of tins 
car_was only $127; and, of this, only $100 remained impaid at the 
date of the transaction. The vending dealer was allowed a loss re-
serve of $5. I n addition thereto, the finance charges contained a 
pro^dsion and aUowance to the vending dealer of $24 to compensate 
him for the risk of loss that he might sustain if he jimked used cars 
taken in trade instead of reconditioning and reselhng them. I n re
lation to so small an unpaid cash purchase price, such amomits 

' naturally resiUted in a high finance charge percentage, 39.81 percent. 
The transaction -with the maximum finance charge percentage in 

the North Atlantic region involved the sale, in the Pittsburgh area on 
April 7, 1938, of a used 1935 Ford sedan. Tbe cash sale price of this 
car was only $278, of which $185 remained impaid at the date of the 
transaction. There was an addition of $2 to the regular finance 
charges to cover notary and recording fees. Normally, the loss le-
serve pro-vided to the dealer on a transaction of this magnitude would 
have been not more than $10. However, this dealer was allowed a 
participation in the finance charges amounting to $46.15—indicating 
a dealer's "pack" of approximately $36. Including the insurance 
premium, the total deferred cash purchase price of this used car was 
only $191.61. Related to so small a base, the inclusion of this dealer's 
"pack" together -with the usual flat charge applying to a used car 
naturally had the efiect of a very large flnance charge percentage, 
34.65 percent. 

Coming to the aggregate data for all 395 of these 12-nioiith used-
passenger-car transactions, i t will be observed that the great bulk 
of these installment contracts was piu-chased by the fhiance com
panies under repiu-chase agreements with, the vending dealers. This 
is evidenced by the fact that the loss reserves allowed these dealers 
aggregated 82,894.07 as compared -with only $123.61 aUowed them as 
bonuses. Cextahi vendmg dealere, not content \\dth the regular par-
ticiparions in the regular fhiance charges, made additions to these 
charges aicgrega-nng -?1.051.46, or 1.24 percent of the total deferred 
cash p-.rrc-lLa5e prices of -chese used cars, including the insurance pre-
ni^ins. The reg"iL-ar pimic-ipa-fcions averaged 3.54 percent. 

i j i e in'.ei-i-s-: T&ies implied in -rhe finance charges in these 395 transac
tions t l ~~'zfL-Iz. ie,c-,Iej? sold used passenger cars on 12 months instaU
ments i l l ^Z-y. l r,:7, iwd 1S35 rg.nged from a low of 0.07 percent per 
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month, or 0,82 percent per year, to a high of 6.38 percent per month, or 
109.98 percent per year. The average for the enthe sample was 2,27 
percent per month, or 30.87 percent per annum. However, the re
minder is pertinent that although the purchasers of these used cars on 
12-month installments did the eqiuvalent of paying interest at these 
rates on the unpaid balances of the cash purchase prices of their cars, 
including the insurance premiums, not aU of this constituted net 
proflt to the fhiance companies because of the participations in the 
finance charges that were paid to the vending dealers and because of 
the portions of the finance charges that were consumed in the operatuig 
expenses of the finance companies themselves; the average rates of net 
proflt to these companies on the total capital employed in their busi
ness were 7.92 percent in 1936 and 6.47 percent iu 1937. 

The transactions in the two samples just discussed of used cars 
sold on 12-month installments in 1936, 1937, and 1938 were financed 
by factory-controlled and factory-preferred finance compames. 
Table 188 presents data with reference to 374 other such used-car sales 
on 12-month installments during the same period, tbese transactions 
being financed by independent finance companies. 

TABLE 188.—Ca.sh purchase prices, reiail insurance premiums, dovjn payments, 
total deferred cash purchase prices, finance charges, total ii7ne prices, amounts of 
installment notes, percentage of finance charges to deferred cash purchase price, 
and rates of interest i7nplied in finance charges for used passenger cars sold on 
IS-month insiallmenis by dealers in the United States and financed by independent 
finance co?npanies in 1936, 1937, and 1938 

Transaction with— 

Minimum 
finance 

charge per
centage 

Maximum 
flnance 

charge per
centage 

Total 
sample 

Number of transactions 

Cash purchase price of vehicle as delivered.. 
Hetail insurance premium 

374 

$200. 00 
38.10 

$125.00 
6.81 

Total cash purchase price of vehicle and insurance 
Down payment, including allowance for used car traded i n . 

238.10 
71.26 

Total deferred cash purchase price of vehicle and insurance.. 

Pinance charges: 
Finance company's provision for expenses and profit 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular flnance charge. 

1-7. 53 

Total finance charge. 

3?ace amount of putrehaser's obligation, payable in equal monthly 
installments 100.08 

Total tiffle price of vehicle and insurance. 231.33 

Percentage to total deferred cash purchase ijric* of: 
Pinance comjjany's provision for expense and profit. 
Dealer's loss reservel 
Dealer's bonus 
Dealer's addition to regular finance charge 

Percent 
1-4.51 

.45 

Tota' finance 

Eaie oiinteres- nzDliê :. in ic 

131.84 
40.00 

18,66 
30.00 

48. 56 

140.40 

180. 40 

Perrj-nt 
20. 21 
32. «C 

$124,438.13 
4, 623. 20 

129, 081. 33 
51, 407. 35 

77, 653. 98 

10.164.65 
1,188.01 
2,366. 44 

341.99 

14,061.09 

91,715.07 

143,122. 42 

Percent 
13.10 
1.53 
3.0* 

.44 



1040 FEDERAL TRADE COMMISSION 

The finance charges in the 374, 12-month used-passenger-car install
ment contracts, data for which are presented in the above table, 
ranged from a negative 4.06 percent to a positive 52.87 percent of the 
total deferred cash purchase prices of these used velucles, including 
insurance premiums; and they averaged 18.11 percent. 

The transaction with the miiumum finance charge percentage, a 
negative 4.06 percent, involved the sale, in the New York area on 
Jmie 9, 1937, of a used 1931 Buick sedan. The cash sale price of tlus 
car was only $200; and, of this, only $128.75 remained unpaid at the 
date of the transaction. This installment contract was purchased by 
the finance company under a repurchase agreement with the vending 
dealer. However, the latter was allowed a participation in the 
fhiance charges, by way of loss reserve, amoimting only to 76 cents. 
This fact indicates an error committed by the dealer in ascertaining 
the total charges to be added to the cash sale price of tbis used car. 
The fact that the premium for the insurance placed on tins car was 
$38.10 as compared with total charges amounting only to $31.33, is 
further indication of an error. Thus, the purchaser of this used car 
obtained his car and the insurance protection on 12 months' time for 
$6.77 less than he would have had to pay if he had paid cash in full at 
the date of the transaction. 

The transaction discussed in the preceding paragraph occurred in 
the North Atlantic region. The transaction with the miniinum 
fhiance charge percentage in the North Central region involved the 
sale, in the Clucago area on May 7, 1938, of a used 1937 Chevrolet 
sedan. The cash sale price of this car was relatively large, $680; and 
the unpaid cash purchase price was $320. The finance company pur
chased this installment contract wholly without recourse to the 
vending dealer. Notwithstandnig the fact that this was a used-car 
transaction the dealer was allowed a bonus of only $4.90, or a little 
more than I j i percent of the impaid cash purchase price. Although 
this was a used car, the amoiuit of the retail insm-ance premium was 
$31.60. The data obtained with reference to this transaction thus 
indicate that the dealer made an error in the form of under provision 
of charges and that a portion of the fhiance charges was absorbed in 
making up a deficiency in the provision for the retail-insurance 
premium—thus accounting for the relatively low finance cliarge of 
5.26 percent. 

The transaction with the minimum fina.iice charge percentage in the 
South Atlantic region involved the sale, in the Richmond area on 
March 31, 1938, of a used 1937 Pontiac two-door touring sedan. 
The cash sale price of this vehicle also was relatively lugh, $750, and, of 
tins, $500 remained impaid at the date of the transaction. The fina.iice 
company pm-chased this installment contract wholly without recourse 
to the vending dealer. The latter was aUowed a bonus of $5, which 
"was precisely 1 percent of the impaid cash purchase price and indicates 
that the dealer onutted some portion of the flat charge that is custom-
£riiv made in connecrion -with the used-car transaction. So that the 
fn-snce charge?,, although above the normal 6 percent, for a new-car 
rriir^^aetion, amô .niTed only to 7.37 percent of the total deferred cash 
p-jroha;e price of the car, including the insurance premium of $27.84. 

The rransaction with the minimum finance charge percentage in 
the South Central re.gion involved the sale, in the DaUas area, on 
Febma.ry 15, 1938, of a used 1936 Chevrolet Master coupe. The 
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cash sale price of this car was $375, of which $300 remained unpaid 
at the elate of the transaction. The finance company purchased 
this instaUment contract under a repurchase agreement with the 
vending dealer. The insurance on this car, if a,ny, was not provided 
tiirough the finance company. The fact that the vending dealer 
was allowed a loss reserve of only $5, or about one-half the normal 
minimum in a used-car sale, indicates onussion of some portion of 
the normal charges. So that although the finance charges exceeded 
the normal 6 percent for a new-car transaction they amounted only 
to 8 percent of the total deferred cash purchase price of this used car. 

Passing to the transactions with the maximum finance charge per
centages, i t will be observed that these transactions involve relatively 
small cash sales prices and small unpaid cash purchase prices. The 
transaction with the maximum finance-charge percentage, 52.87 
percent, involved the sale, in the Pittsburgh area on May 18, 1936, 
of a used 1929 Chrysler sport roadster. The cash sale price of this 
used car v.-as $125, of which $85 remained unpaid at tbe date of the 
transaction. This installment contract was purchased under a repur
chase agreement with the vending dealer. Normally, the loss reserve 
allowed the dealer on an unpaid cash purchase price of only $85 would 
certainly not have been in excess of $10. This dealer, however, was 
allowed a loss reserve of $30. This fact indicates a large dealer's 
"pack" concealed in and masquerading as the loss reserve. vSo 
large an addition to the regular finance charges related to so smaU 
a base (the total deferred cash purchase price, mcludhig insurance 
premium, was only $91.84) naturally resulted in a very large finance-
charge percentage. 

The transaction discussed in the preceding paragraph occurred in 
the North Atlantic region. The transaction with the ma.xiinum 
finance charge percentage in the South Atlantic region involved the 
sale, in the Baltimore area on May 23, 1936, of a used 1931 Ford 
Tudor sedan. The cash sale price of this used car was only $185 a.nd, 
of this, only $103 remained unpaid at the date of the transaction. 
This instaUment contract was purchased by the finance company 
under a repurchase agreement with the vending dealer. Again, 
the amount allowed the dealer as a loss reserve on so smaU a base 
would not normaUy have been iu excess of $10, This dealer, how
ever, was allowed a loss reserve of $24—indicating an extensive 
dealer's "pack" included in the regular finance charges. This pack 
helps to explain the very large finance-charge percentage, 46.74 
percent. 

The transaction with the maximum finance-charge perceutage in 
the North Central region involved the sale, hi the Chicago area on 
June 1, 1936, of a used model A Ford sedan. The cash sale price 
of this car v\'a3 only $175 a.nd, of this, only $115 remained unpaid 
a.t t ie 'dnt̂ e of the L.rs.nsaction. On this small base, the dealer v,-a.s 

total [Liioweti a ioss -m-iactiting t.'ie presence m 
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date of the transaction. This installment contract was purchased 
by the finance company wholly -without recourse to the vending 
dealer in case of default by the car purchaser. However, in com
parison with a normal bonus not in excess of $7.50, this dealer was 
allowed a participation in the finance charges amoimthig to $35— 
indicatmg the inclusion in the total finance charges of a substantial 
dealer's "pack." The natural result of such an addition to the 
finance charges, when related to so small a base, was a large finance-, 
charge percentage, 33.23 percent. 

Coming to the aggregate data for aU 374 of these 12-month used 
passenger-car transactions, it will be observed that the great hvJk 
of these instaUment contracts was purchased hy the finance com
pames whoUy TOthout recourse to the vendmg dealers. This is 
e-videnced by the fact that the bonuses allowed these dealers aggre
gated $2,366.44, as compared with only $1,188.01 allowed them as 
loss reserves. 'These participations by the dealers in the finance 
charges averaged 4.57 percent of the total deferred cash purchase 
prices of these used cars, including insurance premiums. As before 
intimated, a considerable portion of these bonuses and loss reserves 
consisted of dealers' "packs." In addition to these concealed "packs" 
dealers made other additions to the regular finance charges, aggre
gating $341.99, or nearly five-ninths of 1 percent of the total deferred 
cash purchase prices of all used cars in this sample. 

The interest rates imphed in the finance charges in these 374 12-
month used-passenger-car transactions ranged from a negative 0.63 
percent per month, or a negative 7.31 percent per year, to 7.27 percent 
per month, or 132.13 percent per year. The average for the enthe 
sample was 2.66 percent per month, or 37.15 percent per annum. 
However, the reminder is due that, although the purchasers of these 
used passenger cars on 12-month installments did the equivalent 
of paying interest at tbese rates on the unpaid balances of the cash 
purchase prices of their vehicles, including the insurance premiums, 
not all of tlus constituted net profit to the finance companies for 
reasons stated pre-̂ dously; The average rates of net profit to these 
Companies on the total capital employed in their business were 9.44 
percent hi 1936 and 7.86 percent in 1937. 

In review of the three samples just discussed of used passenger 
cars sold on 12-month instalhnents in the eastem half of the United 
States in 1936, 1937, and 1938, i t -will be observed that the fina.nce 
charges in the transactions financed by the factory-controUed finance 
company averaged 12.84 percent of the total deferred cash purchase 
prices of these vehicles, including the insurance premiums; that the 
finance charges in the transactions financed by the factory-preferred 
finance companies averaged 15.34 percent; and that the like charges 
in the transactions financed by the independent finance companies 
averaged 18.11 percent. The interest rates implied in the finance 
charges in the first-mentioned group of transactions averaged 1.91 
percent per month, or 25.34 percent per annum; the rates implied in 
the second-mentioned group averaged 2.27 percent per month, or 
30.87 percent per annum; and the interest rates implied in the finance 
charges in the thhd-mentioned group of transactions averaged 2.66 
percent per month, or 37.15 percent per annum. 

Cost of purchasing used cars on 18-month instalhnents, 1936-38.—• 
The transactions in the three samples just discussed pertained to 
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used cars that were sold on 12-month instaUments in the eastern 
half of the United States during 1936, 1937, and 1938. The present 
discussion deals with used cars sold in the same regions during the 
same period but on 18-month installments. Table 189 presents 
data with reference to 99 such transactions, whicb were financed by 
the factory-controlled finance company. 

TABLE 189.—Cash purchase prices, retail insurance pre-m-iums, down payments, 
total deferred cash purchase prices,, finance charges, total time prices, amounts of 
i7istallment notes, percentages of finance charges to deferred cash purchase price, 
and rates of -interest implied in finance charges for used -passenger cars sold on IS-
month installments by dealers in ihe United States and financed by faclory-
controlled finance companies in 1936, 1937, and 1938 

Number of transactions. 

Cash purchase price of vehicle as delivered. 
Retail insurance premium ___ 

Total cash purchase price of vehicle and insurance 

Down payment, including allowance for used ear traded in 

Total deferred cash purchase price of vehicle and insurance-

Finance charges: 
Finance company's provision for expenses and profit 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addirion to regular finance charge.. 

Total finance charge 

Face amount of purchaser's obhgation, payable in equal 
monthly installments : 

Total time price of vehicle and insurance-

Percentage to total deferred cash purchase price of— 
Finance company's provision for expense and profit-. 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge ._. 

Total finance charge. 

Eate of interest implied in total finance charge: 
Per month 
Equivalent annual rate (compounded monthly).. . 
Conventional annual rate (12 times monthly rate). 

Transaction wi th-

Minimum 
flnance 

charge per
centage 

$1,178. 35-
56.15 

1,234.50 
393.50 

841. 00 

62.58 
15.14 

918.72 

1,312. 22 

Percent 
7.44 
1,80 

9,24 

.95 
11.98 
11.40 

Maximum 
finance 

charge per
centage 

$285.00 
23.25 

308. 26 
95.00 

213. 25 

31.15 
13, 34 

48.29 

201..54 

3.50. 64 

Perceni 
14.61 
6.26 

22.64 

2.24 
30. 60 
26.88 

Total 
sample 

$69,764.05 
2,670.66 

02,440, 71 
21,9,35.81 

40,504.90 

3,923.18 
1,26,5.46 

199,15 

5, 387. 79 

45, 892. 69 

67, 828. 60 

Percent 
9.69 
3.12 

.49 

13.30 

1.35 
17.47 
16.20 

The finance charges in the 99 transactions in used cars sold on 18-
month installments, data for which are presented in the above table, 
ranged from 9.24 to 22.64 percent of tbe total deferred cash purchase 
prices of these used vehicles, including the insurance premiums, and 
they averaged 13,30 percent. I f these had been new cars, these 
finance-charge percentages would have been comparable with the 
normal 9 percent for 18-month insta,llment contracts under the 6-
percent plan. However, as explained above, i t is customary to 
hiclude in the finance charges in a used-car transaction a flat charge 
per car in addition to the regular percentages that are apphed in the 
case of a new car. In consequence, the finance charges in 18-month 
used-car transactions are normally in excess of 9 percent; and the 
amoimt of the excess depends to a very large extent upon the magni-
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tude of the unpaid cash pm-chase price of the car, being' relatively 
small when the impaid cash purchase price is relatively large, and 
being relatively large when the unpaid cash purchase price is relatively 
small. 

The transaction with the minimum finance charge percentage, 
9.24 percent, involved the sale, in the Jacksonville area on May 4, 
1938, of a 1938 Pontiac four-door touring sedan that had been used as a 
salesmen's demonstrator. The cash sale price of this demonstrator 
was $1,178.35, of which $784.85 remained unpaid at the date of the 
transaction. The instaUment contract was purchased by the finance 
company under a repurchase agreement -with the vending dealer. 
The loss reserve allowed the dealer, $15.14, was $2.30 more than the 
normal loss reserve on the same balance for a new car, indicating 
that the dealer had included a flat charge in the flnance charges. 
However, related to a total deferred cash purchase price of such 
magnitude as $841, the flat charge constituted only a small percentage. 

The transaction discussed in the precedhig paragraph occurred m 
the South Atlantic region. The transaction with the minimum flnance 
charge percentage in the North Central region involved the sale 
of a used 1936 Chevrolet standard sedan in the Indianapolis area on 
May 6, 1937. The cash sale price of this used car was $495, of which 
$330 remained unpaid at the date of the transaction. The hisurance 
premium brought the total deferred cash purchase: price up to $361.50. 
The dealer was allowed a loss reserve, imder a repurchase agreement, 
of only $4.95, wbich was even less than the normal 2 percent of the 
unpaid cash purchase price for a new car, indicating the absence of 
the usual fla.t charge or of some portion of it . Just why the finance 
charge percentage should have been 10.99 percent instead of falling 
below 9 percent does not appear on the surface of the data. 

The transaction -with the mhumum finance charge percentage hi the 
North Atlantic region was the sale, in the Boston area on April 13, 
1936, of a used 1935 Oldsmobile sedan. The cash sale price of this car 
was $815, and'the unpaid cash purchase price at the date of the trans
action was $520. The insurance premium brought the total deferred 
cash purchase price up to $540, a relatively large base. This installment 
contract, also, was purchased by the finance company under arepurchase 
agreement with the vending dealer. The loss reserve allowed this dealer, 
$7.60, was considerably less than the normal 2 percent of an unpaid cash, 
purchase price of this magnitude in a new-car transaction, again indi
cating the omission of a part or all of the usual flat charge. The fact 
that the fina.nce company's finance charge differential, $56.70, was itself 
more than 10 percent of the total deferred cash purchase price of this 
used car mdicates that the insurance provision made by application of 
the "territorial charges" chart exceeded the actual amoimt of the insur
ance premium and helps to explain why the finance charge percentage, 
11.61 percent, was above the normal 9 percent for an 18-iiionth 
new-car transaction. 

The transaction with the minimum finance charge percentage in 
the North Central region was the sale of a used 1936 Pontiac two-door 
sedan in the Minneapohs area on May 9, 1936. The cash sale price 
of this car was $560, and the unpaid cash purehase price was only 
$210. This installment contract was purchased under a repurchase 
agreement with the vending dealer, but the loss reserve allowed the 
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latter, $3.15, was precisely I j i percent of the mipaid cash purchase 
price, or below the normal 2 percent for a new-car transaction. This 
again indicates the omission of the usual flat charge from the finance 
charges; and, again, the explanation of why the fina.nce charge per
centage was 11,77 percent instead of being imder 9 percent seems to 
lie in the excess of the insura.nce provision over the actual insurance 
premimn: the finance charge dift'erential, $24.97, was itself in excess 
of 10 percent of the total deferred cash pmchase price of $239. 

The foregoing discussion relates to transactions with the minimum 
finance charge percentages hi the respective regions. The transac
tion with the maximum finance charge percentage, 22,64 percent, 
involved the sale, in the Kansas City area on AprU 2, 1938, of a used 
1933 Oldsmobile sedan. The cash sale price of this vehicle was only 
$285, of which only $190 remahied unpaid at the date of the trans
action. This installment contract was purchased by the finance 
company under a repurchase agreement with the vending dealer, 
and the latter was allowed a loss reserve of $13.34, indicatmg the 
inclusion of the full flat charge in the fhiance charges. Furthermore, 
the dealer added $3,80 to the regular charges, possibly for local 
fees paid by hhn and included in the time price of the car, aud he 
received this amount, together with the impaid cash purchase price, 
in the check from the flnance company. The hiclusion of the flat 
charge and of tins extra charge, when related to a total deferred cash 
pm-chase price of only $213,25, naturally resulted in a large finance 
charge percentage. 

The transaction with, the maximum finance charge percentage in 
the North Atlantic region involved the sale, in the New York area on 
May 11, 1937, of a used 1934 Chevrolet sport sedan. The cash sale 
price of this car was only $375, and the unpaid cash purchase price at 
the date of the transaction was only $188. The insurance premium 
brought the total deferred cash purchase price up to $213.50. This 
installment contract, also, was purchased by the finance company 
under a repurchase agreement -with the vending dealer. The latter 
was allowed a loss reserve of $13.17, which indicates the inclusion in 
the fhiance charges of the full flat charge. There was also a recording-
fee of $1.25. These charges, when related to so small a base, natu
rally resulted hi a relatively large finance charge percentage, 21.15 
percent. 

The transaction with the maximum finance charge percentage in 
the South Atlantic region involved the sale, in the Baltimore area on 
Jime 12, 1937, of a used 1931 CadUlac seven-passenger sedan. The 
cash sale price of this used car was only $275, of which only $180 
remahied impaid at the date of the transaction. The fact that the 
vending dealer, under a repurchase agreement, was allowed a loss 
reserve of $12.71 indicates inclusion in the finance charges of the full 
flat charge. There was also a recording fee of $1, Including the 
insurance premium, the total deferred cash purchase price of this 
car was $200. Related to so small a base these charges naturally 
resulted in a relatively la.rge finance charge percentage, 21.68 percent. 

The transaction with the maximuni finance charge percentage in 
the South Central region hivolved the sale, in the Nev/ Orleans area 
on December 19, 1936, of a used 1934 Oldsmobile touring sedan, the 
cash sale price of which was $550, and the unpaid ca.sh purchase price 
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of which was $350. Again, the fact that the vendmg dealer, under a 
repurchase agreement, was allowed a loss reserve of $10.62, indicates 
the inclusion of at least a portion of the usual flat charge. The dealer 
also added $4 to the fhiance charges as otherwise constituted and 
received this amount, together with the unpaid cash purchase price, 
in the check from the finance company. Including the hisurance 
premium, the total deferred cash purchase price of this car was $377. 
Related to this base these charges naturally resulted in a relatively 
high finance charge percentage, 17,79 percent. 

Referring to the aggregate data for the enthe sample, i t wUl be 
observed that all 99 of these installment contracts were purchased by 
the finance company under repurchase agreements with the vending 
dealers, as is evidenced by the fact that no bonuses were aUowed 
these dealers but that the loss reserves allowed them aggregated 
$1,265.46. These participations by the dealers in the finance charges 
averaged 3,12 percent of the total deferred cash purchase prices of 
these used cars, including the insurance premiums. I t wUl be ob
served that this percentage is much higher than the average for new-
car transactions of the same duration. 

The interest rates imphed tn the finance charges in these 99 trans
actions in used passenger cars sold on 18 months' instaUments during 
1936, 1937, and 1938 ranged from a low of 0.95 percent per month, 
or 11.98 percent per year, to a high of 2.24 percent per month or 30.5 
percent per year. The average for the entire sample was 1.35 percent 
per month, or 17.47 percent per year. I t will be observed, in com
paring these interest rates with the lÛ e interest rates pertaining to 
transactions in new cars that were sold on 18 months' installments, 
that these rates are much higher; indeed, the rate in the transaction 
with the minhnum finance charge percentage was of about the same 
magnitude as 'the average rate for new-car transactions fina,nced by 
the same finance company. However, the reminder is pertinent that, 
although the purchasers of these used cars on 18 months' installments 
did the equivalent of paying interest at these rates on the unpaid 
balances of the cash purchase prices of theh velncles, including the 
insurance premiums, not aU of this constituted net profit to the 
finance company for reasons stated previously; the rate of net profit 
to tins company on the total capital eniploj'-ed in its business was 
5.65 percent in 1936 and 5.56 percent in 1937. 

The transactions in the sample just discussed with reference to 
used passenger cars sold on 18 months' installments dming 1936, 
1937, and 1938 were financed by the factorj^-controlled finance com
pany. Table 190 presents data with reference to 485 other such 
transactions during the same period, which, however, were financed 
by factory-preferred finance companies. 

The finance charges in the 485 18-month used-car transactions, 
data for which are presented in table 190, ranged from 7.14 to 
40 percent of the total deferred cash pm-chase prices of these used 
vehicles, including the insurance premiums, and they averaged 17.38 
percent. 
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TABLE 190.—Cash purchase prices, retail ins-urance premiums, down payments, 

total deferred cash purchase prices, finance charges, total time prices, amounts of 
insiallment notes, percentages of finance charges to deferred cash purchase price, 
a7id rates of i-nterest implied in finance charges for used passe7iger cars sold on 
IS months' installments by dealers in the United Stales and financed by factory-
pi-eferred finance companies in 1936, 1937, and 1938 

Niunber of transactions 

Cash purchase price ot vehide as delivered. 
Ketail insurance premiiun 

Total cusii purchase price of vehicle and insurance 
Dowu payment, including allowance for used car traded in-

Total deferred cash purchase price of vehicle and insurance.. 

Finance charfies: 
Finance company's provision for expenses aud proflt 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total flnance charge. 

Face amount of purchaser's obligation, payable in equal monthly 
installments 

Total time price of vehicle aud insurance.. 

Percentage to total deferred cash pmchase price of— 
Finance company's provision for expense and proflt.. 
Dealer's loss reserve 
Dealer's bonus 
Dealer's additions to regular flnance charge 

Total flnance charge. 

Eate of interest implied iu total finance charge: 
Per month... 
Equivalent annual rate (compounded monthly). . . 
Conventional annual rate (12 times monthly rate). 

Transaction with— 

Minimum 
flnance 
charge 

percentage 

$750.00 
69.85 

819.85 
25U. 00 

.85 

13.50 

860. 66 

Percent 
4.77 

2. 37 

7.14 

.74 
9. 21 
8.88 

Maximum 
finance 
charge 

percentage 

$537.00 

537. 00 
3,57.00 

20.16 

51,84 

72,00 

262. 00 

Percent 
11.20 

28. f 

40.00 

3.81 
56. 63 
45, 72 

Total 
sample 

485 

257, 618.66 
12,945.10 

270, 563, 76 
96, 514. 20 

174,049. 56 

23, 843. 38 
4, 282. 72 

167, 40 
1, 961. 61 

30, 255.11 

204, 305. 27 
300. 818. 87 

Percent 
13.70 
2.46 
.10 

1,12 

17.38 

1.74 
22.99 
20. 88 

The transaction with the minimum finance charge percentage, 7.14 
percent, involved the sale, in the Bhmingham area of June 28, 1938, 
of a used 1938 Plymouth 4-door sedan. The cash sale price was 
$750, and the impaid cash purchase price at the date of the trans
action was $500. The insm-ance premium brought the total deferred 
cash purchase price up to $569.85. Tbe vending dealer, under a 
repurchase agreement, was allowed a loss reserve of $17, which in
dicates that he included at least a part of the flat charge. However, 
he made an error of $3.50 and suffered the consequence in the amount 
of the check from the finance company. An insurance premium of 
$69.85 on a used Plymouth seems very large; and it indicates that a 
considerable portion of tbe finance charge provided by application of 
the rate chart was absorbed in order to make up a_ deficiency in the 
insurance provision—thus accounting for the relatively low rate of 
finamce charge. 

The transaction discussed in the preceding paragraph occurred in 
the south central region. The transaction with the minimum finance 
charge percentage in the north Atlantic region involved the sale, in 
the Pittsburgh area on May 9, 1938, of a used 1937 Clu-ysler 4-door 
touring standard sedan. The cash sale price of this car was $805; 
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and the unpaid cash purchase price at the date of the transaction 
was $440. The insurance premium brought the total deferred cash 
purchase price up to $497.88, a relatively la.rge amount for a used car. 
The finance coinpany purchased this installment contract under a 
repurchase agreement with the dealer. The fact that the latter was 
allowed a loss reserve of $15!80 indicates that the dealer included the 
full flat charge in the finance charges. However, the insurance 
premium of $57.88 appears large for a used car and indicates that a 
portion of the provided finance charges was absorbed in making up a 
deficiency in the amoimt provided for the insurance premium, thus 
resulting, when related to so large a base, in a relatively low finance 
cha,rge percentage, 7.99 percent. 

The transaction with the minimum fina,nce charge percentage in 
the North Central region involved the sale, in the Kansas City area 
on January 22, 1937, of a used 1937 Chrysler sedan. The cash sale 
price of this car was $1,055; and $684.82 of this remained unpaid at 
the date of the transaction. The vending dealer, under a repurchase 
agreement, was allowed a loss reserve of $11.84, which was precisely 
the amount of the normal reserve in a new-car transaction with an 
unpaid cash purchase price of the above-stated amount—indicating 
that the dealer did not include the usual flat charge in the finance 
charges. Fm-thermore, a small portion of the finance charges that 
were provided was consumed, apparently, in making up a deficiency 
in the amount provided for the insmance premiiun. In consequence 
of all this, the finance charge percentage, instead of being in excess 
of 9 percent, was only 8.94 percent. 

The transaction with the minimum fhiance charge percentage in 
the North Central region was the sale in the St. Louis area on April 
18, 1938, of a used 1936 Graham coach. The cash sale price of this 
car was $450, of which $300 remained mipaid at the date of the 
transaction. The insurance on this car, if any, was not placed 
through' the finance company. Although the finance company 
purchased this installment contract under a repurchase agreement 
with the vending dealer, the latter was aUowed no loss reserve or 
participation of any Idnd, indicating that the dealer gave the pur
chaser of this car the benefit of his enthe portion of the finance 
charges. In consequence, the fmance charge percentage was only 
9 percent. 

The discussion in the preceding four paragraphs referred to the 
transactions "with the minhnum finance charge percentages in the 
respective regions. The transaction with the maximum finance 
charge percentage, 40 percent, involved the sale, in the Providence 
area on December 31, 1936, of a used 1936 Ford coach. The cash 
sale price of this car was $537, of which only $180 remahied unpaid at 
the date of the transaction. The insm-ance on this car, if any, was 
not placed through the finance company. However, the vending 
dealer participated in the finance charges to the extent of $51.84 and 
received this amomit together with the impaid cash purchase price 
in the check from the finance coinpany. 'This amomit evidences a 
very large dealer's "pack" included in these finance charges; and, 
related to so sniaU a base as $180, the natural result was a very large 
finance charge percentage. 

The transaction discussed in the preceding paragraph occurred in 
the North Atlantic region. The transaction with the maximum 
finance charge percentage in the North Central region involved the 
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sale, in the Cleveland area on April 24, 1936, of a used 1933 Dodge 
4-door sedan. The cash sale price was $461.75; and the unpaid cash 
purchase price at the date of the transaction was $300. Tbe hisur
ance premium of only $4.80 brought the.total deferred cash purchase 
price up to $304.80. The finance company purchased this histaU
ment contract under a repurchase agreement with the vending dealer. 
The amount purporting to be the loss reserve allowed the dealer was 
$46,50 instead of not more than $10 on a.n mipaid cash purchase price 
of $300. This evidences a large dealer's "pack" included in the 
finance charges, in addition to the usual flat charge. The fhiance 
company's finance charge dhierential of $58.20 was itself approxi
mately 19 percent of the total deferred cash purchase jjrice of this 
used car, indicating either that tbe finance coinpany participated in 
the dealer's "pack" or that the provision for the hisurance premium 
greatlj^ exceeded the actual premium for the actual coverage placed 
on the car. The result of all this was a finance charge of 34.35 
percent. 

The transaction with the maximmn finance charge percentage in. 
the South. Atlantic region involved the sale, in the Baltimore area on 
Ma,y 24, 1937, of a used 1934 Ford De Luxe coupe. The cash sale 
price was -onh' $300; and the impaid cash purchase price at the date 
of the transaction was only $225. On this basis, the vending dealer 
was allowed a loss reserve of $13.50, which indicates that the full fiat 
charge wa,s included in the finance charges. A further $10 was 
hicluded in the finance charges and allowed the dealer as compensa
tion for the risk of loss that he might sustahi in jimking antiquated 
and dilapidated used cars taken in trade rather than reconditioning 
and reselling them. There were also notary and recording fees 
amoimting to $2. The total deferred cash purchase price of tlhs used 
car, including the insurance premium was only $243. In relation to 
tins relatively small base, the charges spoken of naturally resulted in 
a large finance charge percentage, 33.33 percent. 

The transaction with the maxhnum finance charge percentage iu 
the South Central region involved the sale, in the DaUas area on 
May 14, 1938, of a used 1936 Chevrolet 2-door sedan. The cash sale 
price was $440, of which $268 remahied impaid at the date of the 
transaction. The vendmg dealer, under a repm'chase agreement, 
was allowed a loss reserve of $12.36, which was $7 plus 2 percent of the 
impaid cash purchase price. Not content with this participation in 
the finance charges, this dealer added $29.25 to the regular charges. 
The total deferred cash purchase price of this used car, including the 
insurance premium, was only $291.25. Related to so small a base, 
the flat charge of $7 and the dealer's "pack" of $29.25 natirrally re
sulted in a large rate of fina.nce charge, 29,79 percent. 

Referrhig to the a.ggregate data for the entire sample, i t will be 
observed that the great majority of these 485 installment contracts 
was purchased ky the finance companies under repurchase agreements 
with the vending dealers. This is evidenced by the fact that the loss 
reserves allovired these dealers aggregated $4,282,72 as compared with 
only $167,40 allowed them as bonuses. These xjarticipations by the 
dealers in the finance charges averaged 2,46 percent of the total 
deferred cash purchase prices of these used cars, including the insm'
ance premiums. Certain dealers, not content -with the regular par
ticipations in the regular finance charges, made additions to these 
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charges aggregating $1,961,61, or 1.12 percent of the total deferred 
casb purchase prices of all used cars in this sample. 

The mterest rates implied in the finance charges in these 485 
transactions in which dealers sold used cars on 18-montli install
ments during 1936, 1937, and 1938, ranged from a low of 0.74 percent 
per month, or 9.21 percent per year, to a high of 3.81 percent per 
month or 56,63 percent per year. The avera,ge for the entire sample 
was 1.74 percent per month, or 22.99 percent per annum. However, 
the usual reminder is again due that, while the purchasers of these 
passenger cars on 18-month installments did the equivalent of paying 
interest at these rates on the unpaid balances of the cash purchase 
prices of their vehicles, hicluding the insurance premiums, not all of 
this constituted net profit to the finance companies for reasons 
aheady stated: The average rates of net profit to these compaiues 
on the total capital employed in their business were 7.92 percent in 
1936 and 6.47 percent hi 1937. 

The transactions in the two samples just discussed of used passenger 
cars sold on 18-inonth installments in 1936, 1937, and 1938 were 
financed by factory-controlled and factory-preferred finance com
panies. Table 191 presents data with reference to 341 other such 
transactions, which, however, were financed by independent finance 
companies. 

TABLE 191.—Cash purchase prices, -retail ins7irance premiums, down payments, 
total deferred, cash purchase prices, finance charges, total ii7ne prices, ainounts of 
installment notes, percentages of finance charges to deferred cash purchase price, 
and rates of interest implied n finance charges for used passenger cars sold on 
IS-month installments by dea.lers in the United States and financed by indepe7ident 
finance companies in 1938, 1937, and 1938 

Number of transactions 

Cash purchase price of veliicle as delivered-
Retail insurance premium 

Total cash purchase price of vehicle and insurance 
Down payment, including allowance for used car traded in . 

Total deferred cash purchase pric« of veliicle and insurance... 

Finance charges; 
Finance company's provision for expenses and proflt 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance charge 

Face amount of purchaser's obligation, payable in equal monthly 
installments 

Total time price of vehicle and insurance.. 

Percentage to total deferred cash purchase price of— 
Finance company's provision for expense and profit.. 
Dealer's loss reserve 
Dealer's bonus 
Dealer's addition to regular finance charge 

Total finance charge 
Rate of interest implied in total finance chiirge: 

Per month... . 
Eqivalent annual rate (compounded monthly). 
Conventional annual rate (12 times monthly rate)... 

Transaction wi th-

Minimum 
fluance 
charge 

percentage 

$422.50 
02.19 

484.69 
142. 75 

341. 94 

6.18 
3. 24 

9.42 

351. 30 
494.11 

Percent 
1.80 
.96 

0 
0 
2.76 

.29 
3. ,52 
3.48 

Maximum 
finance 
charge 

percentage 

$405.00 
7. 77 

412. 77 
220.00 

192. 77 

70. 50 
76.57 

147. 07 

559 84 
339. 84 

Percent 
36.57 
39.72 
0 
0 

76. 29 

6.79 
120.06 
81.48 

Total 
sample 

$180, 601,12 
8,410.14 

189,011. 26 
65, 635. 72 

123, 475. 64 

20, 243. 63 
911.13 

2, 893. 85 
591.17 

24, 639, 78 

148,115. 32 
213, 661.04 

Percent 
10.39 

.74 
2. 34 
.48 

19. 95 

1.99 
26.68 
23,88 
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The finance charges in the 341, 18-month used-passenger-car trans

actions, data for wMch are presented in the above table, ranged from 
2.75 to .76.29 percent of the total deferred cash purchase prices of 
these used vehicles, including the insurance ]3remiums; and they 
averaged 19.95 percent. 

The transaction with the minimum flnance charge percentage, 2.76 
percent, involved the sale in the New York area on April 30, 1937, of 
a used 1933 Buick victoria. The cash sale price was $422.50, and 
the unpaid cash purchase price at the date of the transaction was 
$279.75. The insurance premium brought the total deferred cash 
purchase price up to $341,94. The vending dealer, under a repur
chase agreement, was aUowed a loss-reserve of only $3.24, or consid
erably less than the amount of the loss reserve in a new-car transaction 
with the same unpaid cash purchase price. This indicates an error 
by the dealer. Furthermore, an insurance premium of $62.19 on a 
used car with such a low cash purchase price is very unusual and 
indicates that a portion of the finance charges that were pro-vided by 
apphcation of the rate chart was consumed in makhig up a deficiency 
in the insurance premium. This explains why the finance charge 
percentage was so abnormally low. 

The transaction discussed in the preceding paragraph occurred in 
the North Atlantic region. The transaction wdth the minimum 
finance charge percentage in the North Central region involved the sale, 
in the Milwaukee area on May 6, 1937, of a used 1936 Buick sedan. 
The cash sale price was $1,092, of which $500 remained mipaid at the 
date of the transaction. The insurance premium brought the total 
deferred cash purchase price up to $563.95. The finance company 
purchased this histaUment contract under a repurchase agreement. 
The vendmg dealer not only participated in the regular finance 
charges to the extent of $10 but he also packed the finance charges 
to the extent of $10 and received this amount, together with the 
uiipa.id cash purchase price in the check from the finance company. 
In view of these participations by the dealer, the question naturally 
arises as to why the finance charges amounted only to 7.88 percent 
of the total deferred cash purchase price. The onlj^ answer appearing 
on the surface of the data is that the insurance premium of $63.95 was 
coiisiderabljf larger than the amount provided in the rate charts and 
absorbed a correspondmg portion of the provided finance charges. 

The transaction with the minimum fhiance charge percentage in the 
South Central region involved the sale, in the Dallas area on July 14, 
1938, of a used 1937 Buick 2-door sedan. The cash sale price was 
$1,014,04, of which only $400 remained unpaid at the date of the trans
action. Inasmuch as the insurance on this car, if any, was not provided 
thi-ougli the fina.nce company, this also was the total deferred cash 
purchase price of the vehicle. Although the finance company pur
chased this histaUment contract under a repurchase agreement with 
the venchng dealer, the latter was allowed no participation whatsoever 
in the finance charges. This inchcates that the dealer not only 
omitted the customary flat charge but also a portion of the fhiance 
charges that are determined hy application of the normal percentages. 
In consequence, the finance charges in this transaction amounted to 
8.99 percent of the total deferred cash purchase price of this used car. 

The transaction with the miniinum finance charge percentage in 
the South Atlantic region involved the sale, in the Richmond area 

i 
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on May 10, 1937,̂  of a used 1936 Ford Tudor seda-;!. The'cash sale 
price was $485, of which $336.40 remahied unpaid at the date of the 
transaction. The insurance premium brought the tota.l deferred cash 
purchase price up to 8364.84. The fi.nance company purchased this 
installment contract wliolh" without recourse to the vending dealer. 
The latter was tiUowed a bonus of $5,04, vduch was ju-ecisety IK 
percent of the unpaid cash purchase price. There is nothing on the 
surface of the data obtained v,.dth reference to this transaction tlia.t 
offers explanation as to why the fiiia.nGe charges should ha.ve been 
relatively low. However, not much e.xplanation is needed, inasmuch 
as the finance charge percentage was 13,43 percent, or 4,43 points 
percent greater than the nornuil 9 percent for new-car tra.nsactions 
on 18-month installments. 

Poor To-ny.—The preceding four paragraphs were devoted to 
discussion of transactions with nunimum finance charge percentages. 
The transaction with the maximum finance charge percentage, 76.29 
percent, involved the sale in the Clucago area on April 5, 1936, of a 
used 1933 Dodge sedan. Automobile distributors all over the eastern 
half of the United States ha,ve complained bitterly about the excessive 
allowances that keen competition compels them to make on used cars 
offered in trade. They aver they are not really in the business of 
seUing n ew cars but in the business of bidding against each other in the 
purchase of used ca.rs. Many of these dealers, feeling the sting of 
the gross overallowances that they have made on usecl cars for the 
purpose of clinchhig the sale of a car in which the customer is inter
ested, feel a strong temptation to attempt to recover the over-allow
ance by inserting an extra amount into the fhumce charges. 

Tony is an Italian tailor who OT-'̂med a car of that ancient vintage 
and dilapidated condition that, in the vernacular of the trade, is 
characterized as a "jallopy." The thne came, in 1936, when Tony 
decided that he needed a better car; and he proceeded to shop around 
in order to find a bargain in a good used car and, IncidentaUy, in order 
to dispose of his old car at a bargain to himself. The dealer who 
persuaded Tony to purchase a reconditioned 1933 Dodge sedan 
allowed him $70 for his "jallopy" and took Tony's check for $150, 
making a total down payment of $220 on a used car, the cash sale price 
of which was $405. This left an unpaid cash purchase price at the 
date of the transaction of $185. The hisurance premium of $7.77 
brought the total deferred cash purchase price up to $192.77. On 
this base, the dealer succeeded in imposing finance charges aggre
gating $147.07 for an 18-mont.h transaction. Tony, as he drove 
away behind the v/heel of his newly acquired reconditioned car, may 
have felt happy in the thouglit of the splendid allowance that he had 
received for his "jallopy." I t is wondered, however, whether Tony 
would have been so jubilant if he had known that the dealer's share in 
the finance charges imposed upon hhn amounted to $76.57, or $6,57 
more than Tony was allowed for his "jallopy." If $70 was the fair 
value of Tony's old car, which assumption is probably unwarra.nted, 
the mterest rate implied in the finance charges imposed upon Tony 
was 6.79 percent per month, or 120,06 percent per annum. 

The transaction discussed in the preceding paragraph occurred in 
the North Central region. The transaction with the maximum finance 
charge percentage in the South Atlantic region involved the sale, in 
the Baltimore area on May 31, 1938, of a used 1938 Ford Tudor sedan. 
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The cash sale price was only $278, and of this, only $185 remahied 
unpaid at the date of the transaction. The finance company pur
chased this iustallment contract under a repurchase agreement with 
the vending dealer. On this smaU base, the latter was allowed a loss 
reserve of $11.35, which indicates no omission on the part of this 
vending dealer to impose the full amount of finance charges expected. 
There was also a recordhig fee of $1.26. The premium for the insur
ance placed on this used car v/as only $4.30 and brought the total 
deferred cash purchase price to $189.30. The finance company's 
finance charge differential of $67.10, was itself considerably more than 
30 percent of the total deferred cash ijiirchase price and indicates 
either that the total charges included a much larger provision for the 
insm-ance premium or that the finance company spht a large "pack" 
with the vending dealer, probably the former. Tbe aggregate fiiance 
charges amounted to 42.10 percent of the total deferred cash purchase 
price of this used car. 

The transaction with the maxhnum finance charge percentage in 
the South Central region involved the sale, in the New Orleans area 
on AprU 29, 1936, of a used 1934 Ford coach. The cash sale price of 
this car v/as only $465; and the unpaid ca.sh purchase price at the date 
of the transaction was only $325. The insurance premium brought 
the total deferred cash purchase price to $337.79. On this relatively 
small base, the dealer succeeded hi imposhig finance charges a.ggre-
gating $126.75 for an 18-month transaction, or 37.62 percent. The 
finance coinpany purchased the installment contract under a repur
chase agreement, pursuant to which the dealer was aUowed a loss 
reserve of $12. The dealer was not content with this, but added 
another $12.50. There were notary and recording fees amounting to 
$2.50. The finance companj '̂s finance charge differential, $99.75, 
was itself nearly 30 percent of the total deferred cash purchase price 
of this used car. The victim of this transaction did the equivalent of 
payhig interest at the rate of 3.59 percent per month, or 52.75 percent 
per annum, on the unpaid balance of the cash purchase price of his car, 
including the hisurance premiiuni. 

The transaction with the maximum finance charge percentage in 
the North Atlantic region involved the sale, in the Pluladelphia area 
on April 14, 1937, of a used 1934 OldsmobUe coupe. The cash sale 
price of this car was $450, of which $290 remained impaid at the date 
of the transaction. The insurance premium brought the total deferred 
cash purchase price up to $305.21. On tlus base, the vending dealer 
succeeded in imposing finance charges aggregating $101.23, or 33.17 
percent. The finance comî any purchased tbis insta.Ument contract 
whoUy without recourse to the vendmg dealer, but allov/ed him a 
bonus of $11.70. The finance company's own fina.nce charge dift'er
ential amounted to $89.53, or appro.ximatelj^ 23 percent of the total 
cash purchase price of this used car. Tins victim did the equivalent 
of paying interest at the rate of 3.21 percent per inonth, or 46.04 per
cent per annum on the total deferred cash purchase price of his used 
vehicle. 

Referring to the aggregate data for the entire sample, it wUl be 
observed that the great bulk of these 341 instaUment contracts was 
purchased by the finance companies wholly without recourse to the 
vending dealers. This is evidenced by the fact that the bonuses 
allowed tliese dealers aggregated $2,893.85 as compared with only 
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$911.13 allowed them as loss reserves. These participations by the 
dealers in the finance charges averaged 3,08 percent of the total 
deferred cash purchase prices of these used cars, including the insur
ance premiums. As before hitimated, a considerable portion of these 
participations consisted of dealers' "packs" that were concealed in 
amounts purporting to be bonuses. Certain vending dealers made 
other additions to the regular fina.nce charges aggregating $591.17_, or 
nearly one-half of 1 percent of the total deferred cash purchase prices 
of all used cars included in this sample. 

The mterest rates implied in the finance charges in these 341 trans
actions in which dealers sold used passenger cars on 18-month instaU
ments during 1936, 1937, and 1938 ranged from a low of 0.29 percent 
per month, or 3.52 percent per annum, to a high of 6.79 percent per 
month, or 120.06 percent per annum. The average for the entire, 
sample was 1.99 percent per month, or 26.68 percent per annum. 
However, the usual reminder is again due that, although the pur
chasers of these used passenger cars on 18-month installments did the 
equivalent of paying interest at these rates on the total deferred cash . 
purchase prices of theh vehicles, including the insurance premiums, 
not all of this constituted profit to the finance companies, partly 
because of the participations in the finance charges that were paid to 
the vending dealers ahd partly because of the portions of these charges 
that were consumed by the operating expenses of the finance com
panies themselves. The average rates of net profit to these companies 
on the total capital employed in their business were 9.44 percent in 
1936 and 7.86 percent hi 1937. 

In review of the three samples just discussed in which dealers in the 
eastern half of the United States sold used passenger cars on 18-
month instaUments durhig 1936, 1937, and 1938, it wUl be observed 
that the finance charges in the transactions financed by the factory-
controUed finance company averaged 13.30 percent of the total de
ferred cash purchase prices of these used velucles, including the in
surance premiums; that the like charges in the transactions financed 
by the factory-preferred finance companies a.veraged 17.38 percent; 
and that the like charges in the transactions financed by the mdepend
ent finance companies averaged 19.95 percent. The interest rates 
implied in the finance charges in the first-mentioned group of trans
actions averaged 1.35 percent per month, or 17.47 percent per annum; 
the rates implied in the second-mentioned group averaged 1.74 
percent per month, or 22.99 percent per annum; and the interest rates 
implied in the finance charges in the third-mentioned group of trans
actions averaged 1.99 percent per month, or 26,68 percent per annum. 
These rates of finance charge and of interest averaged much higher 
than the corresponding rates in new-car transactions. 

SECTION 8. IMPORTANCE OF EXERCISING CIRE WITH REFERENCE TO-
INSURANCE PROVIDED ON AUTOMOBILES PURCHASED ON TIIVIE 

Introduction.—It was pointed out in previous chapters that the 
insurance on motor vehicles sold on deferred payments is an important 
phase of the financing of installment sales of these vehicles. From 
the finance company's point of view, this is important for two reasons. 
In the first place, the automobUe itself constitutes the specific security 
to the finance company for the payment of the car purchaser's install-
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ment obligation; and it is important to the finance company that this 
security be preserved against loss by theft or through destruction by 
fire_, collision, or upset or through partial destruction through other 
accidental injury. Consequently, the finance companies have in
sisted that the motor vehicles represented in instaUment contracts 
purchased by them should be insured against loss from these causes, 
the indemnities under the insurance contract usually being made 
payable to the car purchaser, the finance company, or the vending 
dealer, according to interest. In the second place, the insurance 
phase is important to the finance companies because of the fact that 
the insurance on the great bulk of motor vehicles financed by them is 
placed by the finance company, and the latter receives, or retains, a 
substantial proportion of the retail insurance premium as an agent for 
the insurance compam^ 

The insurance phase is also important to the car purchaser for the 
reason that he is interested in the character of the protection provided 
to him, and particularly in the question as to whether he has been 
provided with all of the protection for which he has been charged and 
for which he pays in the process of paying his installment obligation. 
In the course of this investigation, attention of the Commission's 
examiners has been called to histances in which a car purchaser has 
paid for collision and upset insurance and believed that he was so 
protected, only to discover after sustaining a loss through such acci
dent that he was not protected. 

Not all of the finance companies find i t easy to conduct theh busi
ness so that i t wUl be profitable; and there is at least one finance 
company that has yielded to the temptation to furnish the car pur
chasers with less insurance protection than that for which they were 
charged. 

Illustration of frauds perpetrated by a certain finance company.— 
The finance company referred to m the preceding paragraph was not 
satisfied with the margins contained in its share of the finance charges 
and with its commissions out of the retail premiums on the insm-ance 
placed by it with the hisin-ance company. In order to enlarge its 
share of the retail premiums, it made arrangements with the insmance 
company whereby the latter created a special policy with unusually 
severe restrictive terms, so that the car pmchaser was actually pro
vided with considerably less protection than that provided by the 
normal insurance policy on the basis of which the so-called "con
ference premiums" were charged. The retaU premimns on these 
special policies were also considerably less than the conference 
premiums. Nevertheless, through the mediiun of the rate charts 
furnished by this finance companj' to the dealers who financed with if, 
the car pm-chasers were charged the fiUl conference premiums. The 
finance company pocketed the difl'erence betv/een the conference 
premimns charged to and collected from the car pm-chasers on the one 
side and, on the other side, the retail premimns on the basis of which 
it settled with the insurance company for the actual protection pro
vided; and it also retained out of the latter premiums the commissions 
allowed by- the insurance company. 

Table 192 presents certain data with reference to 58 installment 
contracts financed hy this finance company in 1937 and 1938. 
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TABLE 192.—A sample of frauds perpetrated by a certain fi.nance compariy upon car 
purchasers by providing them with less -i-nsura7ice than thai for which ii charged 
them, 1937 and 1938 

Transaction No. 

Ill I 

I' 

1937 
1 
2 
3 
4 
5..-
0-
7 
8 -
•0 . 
10 
11 
12 
13 
14 -
16 
16 
17 , 
18 
19 
20 
21 
22 
23 
24-
25 
26 
27 
28... 
29 
30 
31 

Total, 1937. 

1938 
I . . . 
2 
3 
4 
6 
0 
7 
8 
9 
10 
I I . 
12.... 
13 
14 
15 
16 
17. 
18. 
19 
20 
21 
22 
23 L_. 
24 
25. 
20 
27 

Total, 1938. 

Grand total 

.'Actual re
ta i l Premium -D , Actual 

premium charged Percen t 
of fraud 

cash price Percent 
Cash price for purchaser -Amount f n of car of f raud 
of vehicle insurance for of f raud 10 and to cash 

protection normal premium insmance price 
actually protection charged provided 
provided 

$1,246.00 $22 60 $28 10 $5. 60 19. 57 $1, 207 60 0.43 
1,033. 50 49 86 74 95 26.10 33. 49 1,083 35 2.32 
1, 076.96 40 31 74 06 34. 04 46. 22 1.116 20 3.10 

787, 50 24 83 40 72 16.89 39.02 812 33 1.96 
1, 037, 00 21 16 38 70 17. 54 45. 32 1, 058 10 1.60 

818. 00 32 25 49 36 17.10 34. 65 8.50 25 2.01 
785. 00 14 06 34 IS 20.12 68.86 799 06 2. 52 

1, 695. 00 65 20 On 10 29. 90 31 44 1,760 20 1.70 
818. 50 32 25 48 35 16.10 33 30 850 75 8. 89 

1,148. 21 84 11 84 11 1, 232 35 
68 2, 412. 28 67 40 107 00 49.60 46 36 2, 459 
35 
68 2.'oi 

1, 082. 00 18 64 34 40 15.70 46 81 1, 100 64 1.43 
295. 00 14 00 17 00 3. 00 17 66 309 00 .97 
723. 00 17 46 18 55 1. 10 6 93 741 U .15 
165. 00 3 00 9 75 6.75 69 23 168 00 4. 02 

1, 285. 00 21 70 23 60 1.90 8 05 1,305 70 .14 
802. 06 19 36 26 45 7.10 26 84 822 01 .86 
610.42 17 46 IS 55 1.10 6 93 627 87 . 17 
763. 22 10 36 23 45 4. 10 17 48 782 57 .52 

1, 015. 00 21 50 22 60 1.10 4 87 1,036 50 . 11 
1, 287. 00 21 39 20 60 5. 21 19 59 1, 308 39 .40 
1, 070. 00 18 70 23 60 4.90 20 76 1,088 70 .45 

651.40 24 90 28 00 3.10 11 07 676 30 .46 
061. 87 17 45 18 56 1.10 6 93 669 32 , 16 
612. 54 17 46 18 55 1.10 5 93 623 99 .17 

1, 261.63 62 18 85 35 23. 17 27 15 1,323 81 1.75 
1, 290. 00 • 20 53 67 36 30.82 53 74 1,316 63 2. 34 
1,28,6.00 23 23 61 35 28.12 64 76 1,308 23 2.15 
1, 297. 00 43 65 67 36 13.80 24 06 1, 340 56 1.03 

552. 50 17 45 18 56 1.10 6 93 509 95 . 19 
196. 00 3 00 6 86 2.85 48 72 198 CO 1.44 

29,761.87 872 29 1, 260. 96 388. 67 30.82 ,30, 624.16 1.27 

] , 074. 00 67.90 • 70 00 12.10 17.29 1,131 90 1.07 
796. 00 38. 26 49 35 11. 10 22 43 833 25 1.33 
960. 00 55. 05 61 15 6.10 9.97 1,005 05 .61 
895. 00 47. 80 03 00 16. 10 26. 20 942 80 1.71 
976. 00 61 90 64 00 12. 10 18.91 1, 026 90 1.18 
834. 30 31 10 39 20 8.10 20.00 8C5 40 .94 
876. 00 31 63 46 63 16.10 32. 38 907 ,63 1.66 

1, 559. 00 57 60 57 60 1, 610 00 
794. 00 28 85 32 86 4.00 • 12.18 822 85 .40 

3. 497. 00 367 27 307 27 3, 864 27 
1,113. 48 45 15 48 75 3.60 7 38 1,158 63 .31 

883. 00 49 05 07 16 18.10 21 95 932 05 1.94 
892. 00 41 05 61 15 20. 10 32 87 933 05 2.15 
930. 00 28 06 38 75 10.10 28 06 964 05 1.05 
907. 15 63 65 71 75 18. 10 25 23 960 80 1.88 
786.05 62 05 64 16 12.10 IS 86 837 70 1.44 
872. 00 36 93 39 03 3. 00 7 51 908 93 .33 

1,189.00 73 10 86 20 13.10 16 20 1, 262 10 1.04 
S96. 00 72 36 74 45 2.10 2 82 967 35 .22 
715. 75 24 90 28 00 3. 10 11 07 7.10 65 .43 
707.90 29 33 37 43 8.10 21 04 827 23 .98 
853.00 37 63 51 63 14.10 27 31 890 63 1.58 
863. 00 29 33 43 93 14.60 33 23 892 33 1. 64 

1, 091. 00 60 86 79 76 18. 90 23 70 1, 151 85 1.04 
1, 248. 25 42 70 40 30 3.00 7 78 1,290 95 .28 
1, 628.76 43 66 47 25 3.60 7 62 1, ,572 40 .•23 
1, 247. 06 45 16 48 75 3. 60 7 38 1,292 20 .28 

29.067. 28 1, 632. 07 1, 787. 27 254. 60 14. 25 30, 599. 96 .83 

68, 819.15 2, 404.96 3, 04S. 23 643. 27 21.10 61, 224. 11 1.05 
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The 58 ti-ansactions represented in the foregoing table do not include 

all of the transactions, data for which were obtained from this finance 
company. They do include, however, all of the transactions for 
which information was obtained both as to the amounts of insmance 
premium charged the ca;r purchasers and the amounts of the actual 
retail insurance premiums for the protection actually provided. The 
second amount colmiin shows the amomits of the retaU insm-ance 
premiums on the basis of which the finance company settled with the 
insurance company. The third amount coliunn shows the amoimts 
of the conference premiums charged to the pm-chasers of these cars. 
The fourth amount column shows the differences between the two 
insurance premiums; and these constitute the amounts charged to and 
collected from the car purchasers for hism-ance protection that was 
not iirovided to them. The fifth ccluinn shows the percentages that 
the latter amounts were of the conference premiums charged to these 
car purchasers. I t will be observed that of the 31 transactions in 
1937, there was only 1 transaction hi which the car purchaser was pro
vided with the full amount of the protection for which he paid, 
and that in the 27 transactions in 1938, there were only 2 transactions 
in which the car purchaser was provided with all the protection for 
which he paid. In the sample for 1937, the amoimts by wluch these 
car purchasers were defrauded ranged from nU up to more than 69 
percent of the amount paid hy the car purchaser for insurance pro
tection, and averaged nearly 31 percent; in the sample for 1938, the 
amount ranged from nil up to 33 percent and averaged 14K percent 
of tbe conference premiums charged. The average for the enthe 
sample of 58 tra.nsactions was 21.10 percent of the conference prem
iums collected from these car purchasers. 

I t is not intended to imply, in presenthig the data slinwn in the 
above table, that this Ulustration is typical of the business of financing 
deferred-paj^ment sales of autom^obiles. This is only one finance 
com]iany; and similar information was not obtained from the records 
of any other finance companj''. I t is believed, however, that the 
presentation of these data will serve the useful purpose of visualizing 
to the automobile-purchasing public the importance of exercising 
care to make sure that the insurance protection they obtain includes 
the full amount of protection for which they pay. 

In the course of this hivestigation, recommendations have been 
received from parties versed in the business of distributing motor 
vehicles and of financing insta.llmeiit sales thereof that the vending 
dealers should be required to furnish theh customers -with invoices 
that detail all of the charges that are included in the cash sale prices 
and in the time prices. In these recommendations, it was specif
ically recommended that such invoices show in full detail the insm-
ance protection that was to be provided together with the retail 
premium for each portion of this insurance protection. I t was also 
recommended that copies of the insurance policies should be furnished 
to tbe car purchasers- directly by the insurance companies, and that 
these policies should also detail the protection provided and the retail 
premium charged for each item of protection. 

1 • .i 
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CHAPTER XX. SUMMARY AND CONCLUSIONS 

SUMMARY 

CONCENTRATION I N THE MOTOR-VEHICLE INDUSTRY 

There is a high degree of concentration in the motor-vehicle in
dustry. This degree of concentration is greater in the manufacture 
and sale of passenger automobiles than in the sale of commercial 
vehicles. In the Commission's inquhy, a field examination was made 
of the seven leading passenger-automobUe manufacturers. In 1937, 
these seven manufactm-ers sold 98 percent of the total number of 
new automobiles sold by American manufacturers, and 93 percent of 
the combined unit sales of passenger cars, trucks, and commercial 
vehicles. In 1938, these seven concerns sold 99 percent of the new 
passenger cars registered. 

Ttu-ee companies, namely, Chrysler Corporation, Ford Motor Co., 
and General Motors Corporation, accoimted for 89 percent of new 
passenger-car sales in 1937, and for 85 percent of the combined num
ber of new passenger cars and commercial vehicles sold in that year. 
In 1938, these three companies sold shghtly more than 90 percent of 
the new passenger cars registered. 

In 1937, General Motors sold 39.7 percent, Chrysler 23,2 percent, 
and Ford 21.9 percent of all motor vehicles in the domestic and 
e.xport trades of the United States, and, in 1938, General Motors had 
44.8 percent of new passenger-car registrations in the United States, 
Chrysler was second with practicaUy 25 percent, and Ford thhd with 
20.5 percent. 

The biUk of motor vehicles sold in the United States is in the low-
price class. In 1937, the three lower priced motor vehicles made by 
Chrysler, Ford, and General Motors, namely, Plymouth, Ford, and 
Chevrolet, combined, accounted for approximately 57 percent of the 
total imit sales in the domestic and export markets of the United 
States. In 1938, of total new passenger-car registrations, Chevrolet 
had 24.6 percent, Ford 19.2 percent, and Pljnnouth 15.1 percent. 

PHENOMENAL GROWTH AND PROFITS OF LARGE AUTOMOBILE 
MANUFACTURERS 

During about 34}2 years from June 16, 1903, to the end of 1937, 
Ford Motor Co. manufactured nearly 27,000,000 automobiles and 
sold them for a httle under $14,180,000,000. The aggregate profit 
was nearly $978,900,000. Of this, nearly $262,540,000 was distributed 
in cash dividends, nearly $106,265,000 was paid as premiums in the 
retirement of the stock held by minority interests and more than 
$610,095,000 was retained in the company's treasury or was used in 
expanding the production and distribution facilities of the enterprise. 

Starting -with a capital of $100,000 in 1903, the capital employed 
by Ford Motor Co. was buUt up by the end of 1937 to $636,155,735, 
an mcrease of nearly $636,056,000; and of this, only $14,663,444, 
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representing employees' investments of savings out of theh wages, 
constituted borrowed fimds. The remainder consisted either of profits 
retained in the company's treasury or used in expansion of facUities, 
or of the prod acts of the investment of cash dividends by the Fords in 
other Ford enterprises—coal mines, and the like. The company ac
qiured the Lincoln motor business at receiver's sale, and the assets of 
several parts manufacturers. However, the great bulk of the growth 
in magnitude of tlus enterprise represented the use of profits for ex
pansion from within, rather than the consolidation of formerly inde
pendent enterprises. 

In 1908, General Motors Co., predecessor to the present named 
corporation, was organized by WUliam C. Durant and associates. 
Immediately thereafter the company began acquiring the more im
portant manufacturers of motor vehicles and motor-vehicle parts and 
accessories. A controlling interest was quicldy acquired in 12 im
portant manufacturers of motor vehicles and parts, including Buick, 
Olds, CadUlac, and Oakland. . Negotiations were conducted with a 
view to acquiring Ford Motor Co., Reo Motor Co., WiUys-Overland 
Co., and tho E. R. Thomas Co., of Buffalo. Except for the lack of 
cash demanded by the sellers, it is more than probable that General 
Motors would have acquired these manufacturers. Most of the earher 
acquisitions were made through an exchange of stock, but Heiu-y 
Ford and R. E, Olds, of Reo demanded a substantial part in cash and 
the deal fell tiirough. When the Dodge Bros, properties were put 
on the market in 1925, General Motors submitted a bid through 
J. P. Morgan & Co., but the sale was made to Dillon, Read & Co. 

In all, General Motors, during its corporate existence, has acquhed 
either the entire interest or a substantial interest in the capital stock 
or assets and properties of approximately 70 formerly independent 
corporations. As consideration for these capital stocks, assets, and 
properties, it gave approxhnately $500,000,000—mostty in valuation 
of General Motors capital stocks given in exchange. At the close of 
1937, the capital employed by General Motors Corporation, after 
elinhnating appreciation, goodwUl, and other intangibles, amounted 
to $895,247,000, 

In later years, the expansion and growth of General Motors in the 
motor-vehicle field has been thi'ough the development and expansion • 
of the CadiUac, LaSalle, Buick, OldsmobUe, Pontiac, and Chevrolet 
lines of cars rather than thi-ough the acquisition of estabhshed hues. 
In earlier years, the corporation acquired each of these lines, except 
LaSalle, and, in addition, it acquhed not fewer than 12_ other lines of 
cars the production of which was subsequently discontinued. From 
its very beginning it was active in acquiring manufacturers of acces
sories and parts and by the close of 1937 i t produced practically every 
finished part needed to buUd a motor vehicle except rubber tires, 
•window glass, and upholstery. 

During the 29 years of operation, 1909 to 1937, inclusive. General 
Motors made net "profits amountmg to $3,013,013,048 before paj^ment 
of income ta.xes. After setting aside $402,127,492 for payment of 
income taxes there remained a balance of $2,610,885,556. This 
balance was disposed of by paying cash dividends to common-stock 
holders amounting to $1,653,153,244; by paying cash dividends to 
preferred-stock holders amounting to $164,510,372; by increasing the 
par, or stated, amoimt of common-stock accounts by the sum of 
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$164,189,635 and issuing common stock as stock dividends; hy setting 
aside $8,212,519 for outstanding minority interests; by paying 
$168,336,996 to executives and eniploj^ees through profit-sharing plans. 
The balance remaining after paying dividends and bonuses was used 
for general corporate purposes or retained in the bushiess. Including 
the sum added to the par, or stated, amount of common-stock ac
counts, the total profits retained in the business were $558,979,376. 

During 1937 General Motors Corporation built approximated 40 
percent of all motor vehicles built in the United States and approxi
mately 35 percent of all those buUt in the world. I t bunt motors for 
vhtually every use from the one-one-hundredtli-horsepower midget for 
electric fans to the 6,000-horsepower Diesels that pull stream-lined 
raUway trains. I t not oiUy built motors and motor vehicles, but a 
long line of refrigeration equipment, air-conditioning equipment, heat
ing equipment, small lighting plants and equipment, electric house
hold appliances, and numerous allied items of equipment. I t has 
substantial investments in Bendix Aviation Corporation, North Amer
ican Aviation, I nc , Ethyl Gasoline Corporation, Yellow Truck & 
Coach Manufacturing Co,, and in motor-velucle dealerships. Through 
other subsidiaries i t finances users in purchasing mxotor vehicles on 
partial-payment plans and engages in insuring motor vehicles. 

General Motors earned more profits for its stockholders during the 
ll-year period, 1927 to 1937, inclusive, than any other manufacturing 
corporation in the United States, but its total assets of $1,566,000,000 
at the close of 1937 were sliglitlj^ exceeded by a few other domestic 
corporations. Its year of greatest earnings was 1928, when a profit 
of $330,216,167 was earned before provision for Federal, State, and 
foreign income taxes. -

I n 3 other years, namely, 1927, 1929, and 1936, its annual profits, 
on the same basis, ranged from $283,961,144 to $297,341,859. I n no 
year during the 11 years, 1927 to 1937, hiclusive, did the corporation 
fail to show some profit. The year of lowest profit was 1932, when a 
profit of $10,600,194 was shown on the total operations; however, 
there was a loss of $1,340,430 on manufacturing operations. This 
remarkable record, in view of the experience of most corporations 
during the economic depression, was made possible through General 
Motors' ability to obtain such a large proportion of the motor-veliicle 
bpsiuess at substantial profits on unit sales. During the 27 years 
1911-37 General Motors sold approxiniatelj^ 22,000,000 automobUes. 

The Chi-ysler Corporation, developed to its present position as one 
of the largest three manufacturers in the motor-vehicle industry, 
largely through taking over and developing the plants and facUities 
of Maxwell Motor Corporation, Chaliiiers Motor Corporation, and 
Dodge Bros., Inc. The facilities of the three corporations were ac
quired by exchanging new stocks for the old stocks outstanding of 
these corporations or assuming their debts. I n addition, Chrysler 
Corporation extended and improved these facilities by reinvesting 
$82,733,702 of profits. The grov/tb of Chrysler Corporation has been 
rather remarkable v.'hen i t is considered that the corporation sold 
134,478 cars in 1925, that its sales had grown to 1,113,900 cars in 
1937, and totaled approximately 6,200,000 in the peiiod 1925-37. 

During the 13 years of operations, from 1925 to 1937, inclusive, 
Clu-j^sler Corporation made net profits amounting to $355,049,438 
before payment of income taxes. After setting aside $53,831,494 for 
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payment of income taxes, there remained a balance of $301,217,944. 
This balance was disposed of by paying $174,273,429 in cash dividends 
to tbe coimnon stockholders, $0,238,341 in cash dividends to preferred 
stockholders, and $18,730,000 to officers and executives through profit-
sharing plans. The balance remaining after these paj^ments was used 
for general corporate purposes or was retained in the business. 

PROFITS R E A L I Z E D B Y S E V E N M O T O R - V E H I C L E M A N U F A C T U R E R S 

During the 11 yea.rs, 1927 to 1937, the largest seven manufacturers 
of passenger automobiles realized profits amounting to more than 
$2,375,000,000 before provision for income taxes. Of this total. Gen
eral Motors alone accounted for 79,7 percent, Chrysler Corporation 
accounted for 11.6 percent. Ford Ivlotor Co., 0.10 percent, and the 
four smaller manufacturers examined together accounted for 8.6 
percent. 

The profits of General Motors came from the three general divisions 
of its operations. The motor-vehicle divisions, consisting of the six 
lines of cars, produced about 61.4 percent of the total, the accessories 
and jiarts divisions produced about 22.4 percent, and all other products 
produced a.boiit 16.2 percent of General Motors' profits. 

RATES OP R E T U R N FOR T H E LAR GEST T H R E E M A N U F A C T U R E R S 

The profi.ts of the motorcar manufacturers have varied greatly ac
cording to time and circumstances. The path of the industry's growth 
is strewn -with scores of companies that have faUed, whUe on the other 
hand, a considerable number has been absorbed by Chrysler Corpora
tion, and by General Motors Corporation, chiefly the latter. 

Since 1927, three great companies. General Motors, Ford, and 
Chi'ysler, have comiirehended a proportion increasing from about 59 
to approximatelj^ 85 percent of the industry; and they have obtained 
an even larger share of the profits. Ford, however, has been less 
fortunate hi this respect than the other two, experiencing lieavj'- losses 
in the severe depression years and also in 1927 and 1928 when changing 
models and reconstructing Ihs factory. 

The profits of General Motors and Chrysler in the ll-year period, 
1927-37, v,-ere very large and, notvathstanding the extremely large 
iiivestiiieiit of capital involved, the rates of return on their investment 
in manufacturing operations were generaliv extraordinarily high. 

Thus, for General Motors, the rates of profit from 1927 to 1937, 
inclusive, averaged no less than 35.5 percent per annum and have ^ 
ranged from a loss of 0.28 percent in 1932 to ii profit of 66,24 percent .V' 
in 1928. During the same period, the average for Chrysler was a 
profit of 28.59 percent, and the range was from a loss of 9.75 percent 
in 1932, to a profit of 74.46 percent in 1936. The average rate of 
return for Ford during the same period was a loss of 0,80 percent; and 
the return ranged from a loss of 13.89 percent in 1932 to a profit of 
15.26 percent in 1929. 

RATES OP R E T U R N FOR S M A L L E R OR I N D E P E N D E N T M A N U F A C T U R E R S 

The smaller manufacturers are commonly refen-ed to in tbe auto
mobUe trade as independents. Of the hundreds of manufacturers 
that have made passenger automobiles, only 11 are active today—the 
big 3 and 8 independents. I n theh struggle to maintain,or hnprove 
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theh place in the industry, independent manufacturers have been 
forced to make important contributions to the development of motor 
vehicles. 

I n comparison with the above-stated rates of return for Chrysler 
Corporation and General Motors Corporation, the rates of profit of 

L.-.--the leading four independent manufacturers, during the same 11 years, 
were as follows: The return to Hudson Motor Car Co, ranged" from 
a loss of 17.33 percent in 1932, to a profit of 41.39 percent in f927, and 
averaged a profit of 9,40 percent per aimiini. .For Nash Motors Co., 
the range was from a loss of 33.0 percent in 1934, to a profit of 75.63 
percent in 1927, and tho avera.ge was a profit of 36.90 percent per 
annum. The return to Packard Motor Car Co. averaged 21.25 per
cent per annum and ranged from a loss of 29.14 percent in 1934, to a 
profit of 65.61 percent in 1928. For the Studebaker Corporation the 
return avertiged 6.13 percent per annum and ranged from a loss of 6.59 
percent in 1932, to a profit of 16.21 percent in 1928. 

iiiilj 

r tl 

N E T M A R G I N S OF PROFIT O N SALES OF ACCESSORIES A N D R E P L A C E M E N T 

PARTS 

Num.erous dealers complauied that the largest three manufacturers 
coerced and forced them to purchase large stocks of accessories and 
replacement parts. The examination of the records of the larger 
manufacturers shows that they made much larger margin of profit on 
accessories and parts than on cars. For Ulustration, during 6 of the 
years of the period 1929-37 the motorcar divisions of General Motors 
Corporation made an average net profit of 24.85 cents on every dollar 
of accessories and parts sales as contrasted to 7,18 cents on every dollar 
on sales of new cars. Chrysler Corporation made an aver.age net profit 
of 17.3 cents on every dollar of sales of accessories and parts during 
the 9-year period 1929 to 1937, inclusive, as contrasted to 6.6 cents 
on sales of new cars. During the last 9 j-ears, 1929 to 1937, Ford 
Motor Co. lost an average of 0.36 cent on every dollar of new car 
sales but made 12.07 cents on every doUar of sales of accessories and 
replacement parts. 

The replacement parts and accessories business is an important 
source of profit to motor-vehicle manufacturers. During the 9 years, 
1929 to 1937, approximately $21,655,000 O'lt of $221,628,000 of profits 
made by Chrysler Corporaticm in motor-vehicle manufacturing came 
from sale of parts and accessories. During the same period. Ford 
Motor Co. netted a loss of $13,085,000 on motor-vehicle sales, but had 
a profit of $49,194,000 on parts and accessories. During 6 years of 
the period 1927-37, General Motors Corporation netted profits in 
motor-velucle operation aggregating $497,662,000; and of this, nearly 
$117,943,000 came from the pai-ts and accessories sales. 

J ' I !i f PRICES OF PASSENf^-ER CARS 

A comparison of factory prices of reasonably comparable four-door 
sedans, covering roughly the period since 1923, as submitted by each 
of the seven companies examined by the Commission, shows a net 
decrease in the price of such motor vehicles. I n general, prices reached 
the lowest point during the depression years following 1929, but in
creased sonievvliat in more recent years. For example, a Chrysler 
four-door four-cylinder car of 38.5 horsepower, less Federal tax, sold 
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for $1,095 f. o. b. factorjj- in June 1925 as compared with $708 for an 
82-liorsepower Plymouth six-cylinder car in September 1938; a 38-
horsepower four-cylinder Nash sold for $1,445 in July 1923 as com
pared witn $1,025 for a comparable six-cylinder car of 105 brake horse
power in October 1937; and a Studebaker six-cjdinder of 50 horsepower 
sold for $1,595, f, o. b. factory in August 1924, as compared with $973 
for a six-cylinder 90-horse]3ower car in September 1938, Prices of 
other manufacturers showed a similar trend. 

Based upon the cost per maximum brake horsepower and the cost 
per pound of car weight, the price reductions are even more impres
sive; for exa.mple, for the cars mentioned the reductions were from 
$29,48 per brake horsepower in 1925. to $8.85 in 1938 for the Chrysler-
Plymouth, and from $39.40 in 1923, to $10 in 1937, for the Nash. 

I n addition to this substantial price reduction, every manufacturer 
gave the car user greater beauty, comfort, efficiency, and safety. 

THE FINANCIAL RECORD OF. THE MOTOR VEHICLE MANUFACTURERS 

For ma.ny years the automobile industry was regarded as highly 
speculative a.nd the manufacturers, to a very large extent, had to 
finance expansion through reinvestment of profits rather than by bor-
rowdng. I n this respect the industry has furnished a better example 
than have some other industries, \\1iUe there have been occasional 
lapses from sound accounting policies as, for example, in the write-up 
of property accounts, this factor, at least in recent years, has not been 
a significant one. I t is true tbat these companies did not have the 
same incentive to misrepresent their assets, as conipanies that are 
generalhf subject to regulatioii, as respects rates or charges for services. 
The large conipanies have seldom in recent years needed to borrow 
heavily, thus preserving more securely theh financial independence. 

PROFITS OF MOTOR VEHICLE DEALERS 

The Commission's data on the profits of motor-vehicle dealers re
ported to i t are neither as comprehensive nor as representative as was 
deshed, because of the failure of many of the 5,600 dealers addressed 
to make the returns which were sought, vSuch returns were requested 
on the basis of cooperation. The authority of the Comnussion to 
requhe reports does not extend to individuals or partnerships nor to 
corporations engaged solely in intrastate business. 

Several hundred reta.ilers addressed were unable to furnish data 
because they were out of business, i n receivership, or in process of 
liquidation. Usable answers were confined to about 525 concerns, 
many of which were partnerships or sole proprietorships. Among 
this sample 25 percent of those reporting for 1935 and 1937 and 17 
percent for 1936 had losses. Not\vithsta.nding this fact, the resiUts 
for all reporting dealers indicated a substantial average rate of profit 
for the group. 

Reports by retail dealers and dealer-distributors, which were not 
audited by the Comunissiou's accomitants, support their claim that 
they sell their new cars at little or no profit on account of excessive 
used-car allowances. The showing of retail-dealer reports covering 
119,131 new cars of all makes sold in 1937 is that the dealers' average 
net operating profit per new car sold was entirely derived from sales 
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of parts, accessories, supplies, a,nd services that represented only 15 
percent of their total business. For distributor-dealers, whose busi
ness combined both wholesaling and retailing, the showing was that 
nearly 97 percent of their profit of $13.10 per new car sold was derived 
from sales of parts, accessories, supplies, and service representing less 
than 12 percent of their total bushiess. 

j)|fllllH 
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HIGH COST OF INSTALLMENT PURCHASING OF MOTOR VEHICLES 

Approximately 60 percent of retail motor-vehicle sales are eft'ected 
on the installment plan, mostly of 12, 18, and 24 months' duration. 
Prompt financing- of these sales, as well as of dealers' purcliases, is 
important from the viewpoint of the effect upon the manufacturer's 
volume of sales and production and ability to compete with other 
manufacturers. So also is the minimization of the difi'erentiai be
tween the time and cash prices of these vehicles. To this end. General 
Motors Corporation organized General Motors Acceptance Corpora
tion, Ford Motor Co. organized Universal Credit Corporation, 
Chrysler Corporation acqiured an interest in Commercial Credit Co. 
and entered into special contracts with, it, and other manufacturers 
made special financing arrangements with Commercial Investment 
Trust Corporation. 

Basic finance charge rates of one-half of 1 percent per month on the 
enthe original unpaid purchase prices, including the retail premiums 
for the insurance protection of automobiles purchased on the install
ment plan became generally prevalent in 1936; and these rates con-, 
stitiited a reduction of about 25 percent from the previously prevail
ing basic rates. These rates, however, imply interest paid by the 
car purchasers at about 0.91 percent per inonth, or 11}̂  percent per 
annum, on the monthly unpaid balances of the cash purchase prices 
of their automobiles and insurance. Not all of this is net profit to 
the finance companies, however, due to the participations in the finance 
charges that are paid to the vending dealers as loss reserves and 
bonuses, and to the not inconsiderable operating expenses of the finance 
companies themselves. During the 3 years, 1935 to 1937, inclusive, 
the average rate of net profit on tbe total capital employed in the 
business was 5,94 percent per annum, in the case of General Motors 
Acceptance Corporation, 7.48 percent in the case of the other two 
finance companies of comparable magnitude, and 8.67 percent in the 
case of 26 so-called independent finance conipanies. 

Actual finance charges frequently fall below the basic rate because 
of dealers' errors or special concessions and because the a.vera,ged retail 
insurance premiums charged the car purchasers are frequently less 
than the actual premiums; and instances have been found in which, 
consequently, the time prices were actually somewhat less than the 
cash prices. 

Actual finance cha,rges frequently exceed the basic rate because: 
(a) The actual retail insurance premiums are frequently somewhat less 
than the averaged premiums charged the car purchasers; {!>) in trans
actions in which the insurance on the car is not placed through the 
finance company, the regular finance charges are often augmented 
to compensate the finance coinpany for its loss of insurance commis
sion; (c) in some regions the basic finance charges are augmented by 
documentary stamp taxes, recording fees, and notary fees—tbe last 
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being especially large in Louisiana, where the notaries public, a,ppointed 
for life and limited in number, frequently charge $10 or more per 
transaction; {d) of the customary addition to the basic charges of a 
flat charge per car in installment sales of used automobUes; and (e) of 
additions to the basic charges, or "packs," made by the -vending 
dealers for no extra service rendered. These "packs"_ are facUitated 
by the practice of many finance companies in providing the dealers 
with two or more rate charts based on different rates of charge, so 
that a dealer can use a chart based on a high rate when dealing with 
a car purchaser, but -will use the chart based on the minimum rate 
when determining the discount at which to sell the installment con
tract to the finance company. Some dealers vending automobiles 
claim that they are specially motivated to insert such "packs" in 
order to recoup overallowances, forced by keen competition for sales 
under pressure from manufacturers, on used cars taken in trade. 

A 12-month new car transaction was fomid with a finance charge of 
28.25 percent, equivalent to interest at 4.05 percent per month, or 
61.08 percent per annum; the insurance was not placed through the 
finance compa,ny. A 12-month used-car transaction was found with 
a finance charge of 52.87 percent, equivalent to interest at 7.27 per
cent per month, or 132.15 percent per aimum; with an unpaid cash 
purchase price of only $91.84, the vending dealer added not only the 
customary flat charge of $7.60 but also a "pack" of $36.55. Such • 
"packs" would largely be prevented if automobile purchasers were so 
instructed that thej'' could compute the fhiance charges themselves. 
The transactions just given were not made by manufacturer-preferred 
or manufacturer-controlled finance conipanies. 

Commissions consisting of large percentages of the retail premiums 
for hisurance on motor vehicles, sometimes more than 50 percent, 
are an important source of profit to most of the finance companies— 
so much so that one finance compa.ny stated that the profit in the 
financing business is in the insiu-ance. The system oft'ers opportunity 
for pro-viding the automobile purchasers with less protection than 
that for which they are charged; and at least 1 finance company, 
among the 30 examined, does this systematically. 

Manufacturers' measures in favor of Commercial Credit Co., 
Commercial Investment Trust Corporation and its controlled Uni
versal Credit Corporation, and the factory-controlled General Motors 
Acceptance Corporation gave these finance companies such effective 
adva,ntage over their competitors that they have attained about 78 
percent of the business of financing motor-vehicle distribution as 
compared with about 18 percent done by several hundred independent 
finance companies and 4 percent done by commercial and smaU-loan 
banks. 

MOTOR VEHICLE MANUFACTURERS ASSOCIATIONS 

The Commission's examination of the records and files of the asso
ciations of motor-vehicle manufacturers did not disclose price agree
ments or other cooperative activities that appear to be contrary to 
the antitrust acts. The apparent absence of price agreements a.mong 
motor-vehicle manufacturers, particularly passenger-car makers, is 
partly because their products are commodities so individual in char-
.acter that they are not easUy adapted to price-fixhig by the ordinaiy 
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illlll methods; and partly because of the lack of sufficient unity among 
manufacturers. The reaction of the rest of the industry to the atti-

^''lii tude of the Ford Motor Co. was aptly described by R. M . Grant, of 
| | j the General Motors Corporation, who, at the sales managers com

mittee of the Manufacturers Association meeting of December 9, 
1932,stated: 

Mr. Ford, -who -won't play, is pretty much the price-setter in this industry. 
I'U bet if Mr. Ford's cars were $50 higher ours would be $50 higher. 

The Association of Licensed Automobile Manufacturers, one of the 
predecessor associations, for a time continued in -virtual control of 
the automobile industry, and its articles of agreement provided that 
no licenses shoidd be granted by the Electric Vehicle Co., which had 
an exclusive hcense from the patentee, G. B. Selden, without the 
unanimous consent in writing of the executive committee of the asso
ciation. The apparent domination of the automobUe industry by 
this association was ended hi January 1911 by a United States circuit 

llll court of appeals decision in favor of the Ford Motor Co. 
i l The National Automobile Chamber of Commerce, Inc., now the 

AutomobUe Manufacturers Association, Inc., comprising most of the 
important automobUe manufacturers excepthig the Ford Motor Co., 
established a common use of patents in 1915, which made it possible 
for each member of the cross-licensing agreement to go ahead with 
the use of any of these patents covering the design and construction 
of motor vehicles as he deemed most acceptable to the public, without 
having to worry about patent infringements and infringement suits. 
I t appears, however, that this benefit may have been largely due to 
the avoidance of controversies pertaining to patents, as the Ford 
Motor Co.,_a nonmember, continued the development of its product 
and today is one of the three leading automobile manufacturers. 

I t appears that the present agreement pertaining to the common 
use of patents by most of the members of the Automobile Ma.nufac
turers Association, Inc., is an instrument of lessened value when 
compared -with the original agreement. The present agreement, 
which was executed in 1936, includes only patents acquired prior to 
January 1, 1930, and also exempts patents held by certain divisions 
or corporations controUed by parties to the agreement, and as time 
goes on the number of patents mcluded in the agreement -will become 
fewer and fewer untU ultimately there wiU be no patents included 
under the cross-hcensing agreement. 

I t appears that the association, through its legislative department, 
has at times been overenthiisiastic in its effort to defeat certain State 
legislation. A case is cited ŵ here the chairman amd secretary of that 
department urged the veto of a measure which had been passed by 
both bra.nches of a State legislature. In other cases, the association 
conducted its activities through member manufactmers who were 
requested to ask their dealers to present certain views to their State 
legislators. This practice of working through dealers does not appear 
commendable as i t leaves the impression that the dealers ma.y have 
been coerced, through fear of manufacturer reprisals, into taking a 
stand other-wise contrary to their best interests. 

The association has been active in furthering highway safety 
through plans for the disposal of obsolete automobUes which were 
considered dangerous on the highways. Under some plans the 
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manufacturers allowed dealers a bonus to apply on theh aUowances 
for junked automobUes. 

AUTOMOBILE DEALERS' TRADE ASSOCIATION ACTIVITIES 

The survey made of the activities of a limited number of State and 
local dealer associations indicate that although dealers' associations 
have not been able to accomplish all of their objects respecting im
provement in dealer profits and operating conditions, they have, 
however, accomplished a number of things desired by theh members, 
especiaUy through legislative acti%dties. The Wisconsin and Iowa 
associations, for example, have been successful in obtaining the 
enactment of legislation which they desired. ShnUar associations in 
many other States have actively sponsored laws to regulate trade in 
used cars, especially by limiting the importation of used cars and 
taxicabs. Also, State associations have sponsored the formation and 
activities of local dealer associations with vai-yhig degrees of success. 

Various State associations are afl&liated nationaUy to form the 
National Autoinobile Dealers Association, wluch conducts on a 
national scale various legislative and other acti-vities intended to 
benefit the interests of dealers. At most, however, the National 
AutomobUe Dealers Association represents dhectly only about 10 to 
15 percent of the 40,000 or more automobUe dealers of the country. 
Possibly this is due, hi part at least, to the fact that in the past some 
manufacturers have objected to theh dealers becoming members of 
State and local associations. 

In further explanation of this apparent lack of interest of dealers 
in the national association, a number of dealers have pointed out that 
many of the key positions among the executive officers and dhectors 
of both State and local associations have been occupied by wholesale 
distributors and manufacturer-controlled dealers. I t is further 
alleged that the interests of such dealers parallel those of the manu
facturers -with whom they are aifiliated, rather than those of the large 
majority of independent dealers who are not so affiliated. Dealers 
dissatisfied with the past conduct of the national association claim 
that the influence of manufactm-ers, exerted through such key-
position dealers, prevented i t from really representing the interests 
of dealers. 

BASIS OP MANUFACTURER-DEALER RELATIONS 

The larger automobile manufacturers, especially, exercise extensive 
supervision over many of their dealers. This statement applies to 
conditions at the present time as well as in the past, although during 
1938 the methods of supervision employed were less direct than in 
former years. Many instances which were disclosed by the Com
mission's inquhy confirm complaints of the tĵ pes made to the Congress 
at the time the inquh-y was under consideration. Under threat or 
fear of cancelation, some clealers have reported they felt compelled to 
operate their businesses in such a manner that their profits were -wiped • 
out and even theh investments were largely dissipated. 

This investigation disclosed some cases in which the dealer,, upon 
cancelation of his contract, not only had notlung in prospect, but also 
was burdened -with a substantial investment in buildings, leaseholds, 
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equipment, stocks of used cars, accessories, and parts, in the liqui
dation of which he often sustained a heavy loss. Some dealers 
reported that in fear of cancelation, or refusal to renew contracts, 
faced with such injurious consequences, they have, against their best 
business judgment, accepted terms and adopted policies dictated by 
the manufacturer. 

Many of the dealers have complained of the following provisions in 
manufactm-er-dealer agreements: 

(1) That the dealer shall make a capital investment that is satis
factory to the manufacturer; that no capital -withdrawals may be 
made -without the consent of the manufacturer; and that, if the manu
factm-er so indicates, the dealer must leave in the business such part 
of the profits thereof as may be necessary to increase the investment 
to a point satisfactory to the manufacturer. 

(2) That the dealer shall at all times maintain salesrooms, service 
facUities, and signs satisfactory to the manufacturer. 

(3) That the dealer shall develop his sales territory to the satis
faction of the manufacturer, mcludhig the maintenance of sales and 
service personnel approved by the manufacturer. 

(4) That the dea.ler shall comply with all of the manufacturer's 
policies, whether set out in tbe agreement, or in addenda thereto, or 
communicated by letters, or even by oral statenients, of bis field agents 
who make most of the contacts -v̂ dth the dealers. 

(5) That in carrying out these policies, the dealer places orders 
that are binding upon him, but are not binding upon the manu
facturer until accepted. 

(6) That the manufacturer chsclaiins aU financial responsibUity for 
the dealer's commitments, even though they may have been made at 
the instance of the manufacturer's field men who, by the terms of tbe 
agreement, caimot bind the manufacturer in any way by statements, 
promises, or understandings that are not reduced to writing, signed 
by designated officials of the manufacturing company and made a 
part of the dealer's written agreement.. 

(7) That the dealer must either sell exclusively, the line of the man
ufacturer signing the agreement, or that another, or competing, line 
may not be handled by tbe dealer without the consent of the said 
manufacturer. 

(8) That an agreement may be canceled by the manufacturer upon 
short notice, compared -with the dealer's ability to readjust his invest
ment and financial obhgations. 

Not-withstanding the fact that the dealer agreements, particularly 
of the thi-ee large manufacturers, have been revised since the com
mencement of tliis investigation, not all of the bases for dealer com
plaint have been eliminated. 

The manufacturing companies give wide authority to their field 
representatives, and their general officers may not always be fully 
aware of the frequency a,nd extent of dealer complaints or the bases 
therefor. Provision, however, has been made by one of the large 
companies for appeals to a board composed of higher company 
officials. 

Some of the smaller manufacturers have recently featured claims 
of "friendliness" and "fahness" as characterizing their attitude toward 
their dealers and have cited changes in their 1939 contracts as indi
cating a "better deal for dealers" under which "dealers of inde-
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pendeiice" are given an opportunity to successfuUy biiUd theh busi
nesses on a "permanent" basis without "intrusive" factory inter
ference. 

PRESSURE ON DEALERS TO TAKE CARS, PARTS, ACCESSORIES, TOOLS, 
AND EQUIPMENT 

This inquhy developed the fact that there has been pressure, espe
cially by the largest three manufacturers, on many dealers, to take 
and sell new cars. vSome manufacturers have canceled the contracts 
of dealers who do not attain desired volume of sales. This pressure 
has been less severe smce this inc[uiry was ordered. 

Demand for increased volume orighiates with the manufacturer 
and apparently increases with successive steps from the manufacturer 
through the manufacturer's branch and zone seUing organizations to 
the dealer. A practice of manufacturers is to establish sales estimates 
and, on the basis of these estimates, to assign to their branches or 
zones more or less definite sales cjuotas. The branch or zone manage
ments break down these quotas among distributors or dealers, thus 
assigning these distributors or dealers their quotas. In order to attain 
the quota assigned them the branch managers exert pressme on their 
field representatives, who in turn press the dealers to ta,ke sufficient 
cars to sell the quotas assigned them or at least to maintain the manu
facturer's percentage of new-car registrations in that market. 

Cases were reported in v.'hich dealers were influenced to take such 
large numbers of cars near tbe end of the model year tha.t the losses 
susta.ined entirely offset the dealers' profits durhig the follo-'Adng year 
and in some instances led to the financial failure of dealers. This 
year-end pressure in general has not been as severe in recent years 
and was rarely reported at the end of the 1938 model year. 

Conditions similar to those described in coimection with forcing 
dealers to order cars also were fomid to exist in varying degrees in 
respect to inducing dealers to purchase unwanted parts, accessories, 
tools, and equipment. This complaint of dealers, especia.lly with 
respect to parts a,nd accessories, is closely related to the manufac
turers' service policj-, under which dealers are req-aired to handle and 
use only "authorized" repah- parts and accessories in order to assure 
satisfactory service as a means of protecting the interest of the car 
user and manufacturer. Enforcement of tlus policy may requhe the 
clealer to use exclusively authorized repair parts and accessories of 
the car manufacturer, on which the clealer makes a smaller profit 
than would be made if parts and accessories were purchased from 
other sources. In addition, some manufacturers have objected to the 
practice of some dealers of charging prices for accessories that are 
higher than the manufacturers' suggested resale prices when such ac
cessories are sold with new cars, because the prices charged are re
garded as such as to interfere with the sale of the new cars. 

M A N U F A C T U R E R S ' U S E D - C A R POLICIES AND PRACTICES 

For many years there has been a steady increase in the number of 
new-car buyers who offer used cars for trade as part payment hi the • 
purchase of new cars. The records of manufacturers show that in 
their desire to have their dealers sell the maximuni number of new 
cars, consideration has been given to used-car merchandising as a 
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competitive factor affectmg both the number of new cars sold and 
the profits of retailers who sell them. Manufacturers, especially the 
larger ones who are the leaders in industry, have had various policies 
at different thnes respecting the handling of used cars by their dealers. 

Prior to 1925, Ford Motor Co. recognized that the amount of 
aUowances made by dealers on used cars taken in trade could be 
made the means of indirectly cutting the suggested prices of new 
cars which Ford Motor Co, wdshed dealers to inahitahi, and that 
competitive overallowances for used cars reduced dealer margins 
and profits through losses hi subsequent merchandising of used cars. 
Ford Motor Co., therefore, took the position that its dealers shoidd 
buy and sell used cars on a basis yielduig a merchandising profit, 
or at least no loss, and enforced this policy by canceling, as price 
cutters, dealers who made overallowa,nces on used cars. Later, this 
position was abandoned in favor of one under which the dealer should 
so conduct his used-car business as to result in a maximum of new-
car sales. Recognition was given to the fact that to do this dealers 
must often overaUow cn trade-ins in order to make sales, and the 
percentage of dealer margin on new-car sales was increased from 
17)2 to 22 percent in 1930, and later to 25 percent, in order to provide 
larger gross profit on new cars to enable dealers to make larger allow
ances for trade-ins \vithout sufi'erhig loss on the total business done 
in both new and used cars. 

General Motors, on the other band, as early as 1925, took the 
position that its dealers shoidd not get busiuess by consistent over
bidding for used cars but that hi certahi instances it might be better 
to handle used cars taken hi trade at httle or no profit, or even at a 
smaU loss, rather than to lose new-car sales. Somewhat later in 
the year 1925, the minutes of the general sales committee of General 
Motors Corporation indicate that it was the consensus of opinion 
of members of the committee that no definite policy should be adopted 
respecting encouragement of dealers to make more liberal aUowances 
for used cars taken in trade. I t also was concluded that sufficient 
funds should be provided by tbe dealer to carry the requisite number 
of used cars, as well as new cars, over the -Ranter months. 

In 1930 General Motors also gave attention to what might be done 
to reduce dealer mortality due to used-car trading without decreasing 
the volume of sales of used and new cars. As the result of this study, 
the chairma.n of the general sales committee of General Motors Cor
poration stated that in his opinion it was necessary for each selling 
division of the corporation to take a positive stand on the subject 
of used-car trading, and at the same time to initiate a strong new-car 
sales promotional effort to offset any tendency of this policy to de
crease new-car volume. Used-car policies of other manufacturers 
have developed along simUar lines. 

Another method of assisting- dealers was thi-ough junking plans, 
pursued partly as a matter of safety on the highways and partly as 
a means of removing from the market the maximum number of used 
cars as they approached tbe end of their utUity as safe and economical 
transportation. Extensive accounting and statistical studies also 
have been made the basis for formulatuig used-car merchandising 
plans to be foUowed hy their dealers. 

Some of the manufacturers' plans for the merchandising of used 
cars by their dealers, when considered in connection •with pressure 
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claimed to have been exerted to brmg about the sale of the maximum 
number of new cars, have been the subject of dealer complaint to the 
eft'ect that they were not permitted by their manufacturers to conduct 
their businesses hi accordance Math their own best judgment, 

EXCLUSIVE HANDLING OF ONE MANUFACTURER'S LINE. 

For years it has been the general policy of each motor-vehicle 
manufacturing company to limit its dealers to the exclusive handling 
of its line of cars. This, in general, is true of both large and small 
manufacturers. Various conditions, however, may make i t inad
visable to follow tlhs practice strictly m every instance, because the 
volume of business for a smgle line may be insufficient to support 
a dealership. This situation was met durhig the depression by the 
establishment of a considerable number of dual dealerships handling 
the productions of more than one manufacturer. With the return 
of more normal times there has been a marked decrease in the number 
of such dual dealerships. This is true of both dealerships handling 
more than one line made by a particular manufacturer amd of dealer
ships handhng more than one line made by different manufacturers. 

In setting up multiple-line dealers, the large manufacturers such as 
General Motors, Chrysler, and Ford, that manufacture several 
difi'erent lines covering a -wide price range, have a distinct adva,ntage 
over theh smaller competitors in that they can set up multiple-line 
dealerships handling only their ô vn lines. 

Facts developed in this inquh-y indicate that Chrysler Corporation, 
Ford Motor Co., and General Motors Corporation are the most 
emphatic in theh demands that their dealers shall handle no other 
manufacturer's line. Some dealers have been canceled by these con
cerns because they either took on additional makes of cars or refused 
to discontinue other makes already handled. 

Also, General Motors Corporation has advocated the placing of 
their lines -with dealers already handling other manufacturers' fines 
with the express purpose of eventually eliminating the competing 
lines. I f the dealerslups required the handling of more than a single 
line to operate profitably, the General Motors policy was to replace 
the line eliminated with a second line of its own. I t appears that 
Chrysler Corporation has pursued a somewhat similar policy in 
forcing out other manufacturers' hues. 

M A N U F A C T U R E R S ' POLICIES AND PRACTICES RESPECTING DEALER 
ACCOUNTING 

Among the principa,l interests of the manufacturers in accoimting 
systems of dealers is the question of adequacy of these systems in 
furiiislung the manufacturer with uniform mformation concerning 
the detaUs of the dealer's business. This is e-videnced by' the fact 
that whUe some of the manufacturers exert pressm-e to some extent 
upon dealers to adopt theh- prescribed accounting systems, the princi
pal hisistence of the manufacturer is that, whatever system is used; 
it must be capable of supplying the information reqiured by the manu
facturer. 

The information obtained in audits and in reports requhed of 
dealers has been reported to have been used somethnes by some of 
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the leading manufacturers as the basis for pressure on their dealers 
to increase investments, facUities, and personnel, and otherwise to 
carry out merchandising plans and policies intended to increase volume 
of sales of new cars and accessories. 

TRANSPORTATION CHARGES I N EXCESS OF AMOUNTS ACTUALLY PAID 

Some manufactm-ers often bUl their dealers for transportation in 
amoimts in excess of the actual cost of dehvering automobUes to the 
dealers. I t appears that the greatest number of dealer complaints 
concerning- excess freight charges pertain to the manufacturers' 
practice of slupping automobiles to dealers from nearby assembly 
plants and reqiuring the dealers to pay for transportation in an 
amount equivalent to, or even greater than, the rail freight rates 
from the factory to the dealers' deliverj'- points. 

The 1938 dealer agreement of the Chevrolet Motor Division of 
General Motors Corporation provides in part that the manufacturer 
has the right to ship by whatever mode of transportation and from 
whatever point he may select and that the dealer agrees to pay a 
transportation charge to be determined by the manufacturer based 
on the all-raU freight charge from Flint, Mich., to the dealer's delivery 
point. Other General Motors divisions have similar pro-visions in 
their dealer agreements. The Ford Motor Co.'s- transportation 
charges are based on the carload rate from Detroit, Mich., to desti
nation. Both the General Motors Corporation and the Ford Motor 
Co. have assembly plants in various parts of the country. 

Transportation charges in excess of the actual amount paid appar
ently are not confined to deliveries from assembly plants. 

Some dealers regard excess transportation charges as a manu
facturer's "pack" and, as the dealers generaUy pass them on to the 
consumers, i t appears that these excess charges operate especiaUy 
to , the disadvantage of those consumers who reside at points most 
distant from the factories. 

SALES OF DRIVEN CARS AS NEW CARS 

The inquh-y developed that some manufacturers allowed dealers 
to take cars from the factory or assembly plants and drive them 
to distant places for sale to users as new cars. These cars were re
ported to have been driven with speedometers disconnected, frequently 
at high rates of speed a.nd even puUiiig a second "new" car. I t was 
contended by some manufacturers that the regularly constructed 
passenger cars were not biult with sufficient power and strength to 
pull another car and that if this was done an injurious strain was 
thereby placed on the to-wing "new" car. I t was further contended 
that the towed car was not guided, but instead skidded around 
turns ahd corners and that this was injurious to the tires and 
chassis of the towed "new" car. 

In numerous instances it was developed that new cars that had 
been used by dealers as demonstrators or by manufacturer or dealer 
officials, sometimes driven distances up to 4,000 miles or for a period 
not exceeding 3 months, were then sold to users as new cars. 
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The main features of this report that dhectly affect the conclusions 
and recommendations that may be of public interest concern three 
branches of economic acti-vity and their relations to each other, 
namely, the motor-vehicle manufacturers, the motor-velucle dealers, 
and the companies financing the pmchase of motor vehicles on instaU
ment payments. The conclusions to be considered iu this connection 
relate especiaUy to the competitive conditions and the extent of, or 
trends toward, concentration, and any abuses prevailing in these 
fields in the nature of unfair methods of competition or unfair or 
deceptive acts or practices. 

CONCENTRATION I N THE MOTOR-VEHICLE INDUSTRY 

The Commission finds that a high degree of concentration prevaUs 
in the mo tor-vehicle industry, there being in 1938 only 11 companies 
(or company groups) producing passenger cars regularly, and 3 of 
them had no less than 89 percent of the total unit sales of passenger 
cars; that among these 3 leading mo tor-vehicle manufacturers there 
prevaUs, apparently, a condition of active competition. 

The Commission finds that in the early stages of the industry, 
when there were many smaU motor-vehicle manufacturers, the 
General Motors Corporation had an advantage resiUting from the 
acquisition and combination of several of the leading companies 
makhig- distinct lines of motor vehicles, some of which included two 
or more types of cars of different price classes; and that the company, 
now laiown as the Chrysler Corporation, to a less extent obtained a 
sinular advantage through the purchase of the Dodge line, but it was 
also greatly aided by its development of the Chrysler and Plymouth 
cars. 

On the other hand, the Ford Motor Co. development was charac
terized, substantially, by a concentration of its efforts on developing 
a single line of very low-priced motor vehicles, which for a time put 
it in the forefront of the industry in imit production. 

COMPETITION I N PRODUCTION AND PRICES 

There is strong- competition for business in the automobUe industry 
both among manufacturers and retah dealers. Price competition in 
motor vehicles, however, is naturally dift'erent from that in commod
ities that are of the same, or standardized, description and quality 
for producers generally. The constant effort of a motor-velucle 
manufacturer is to emphasize the superiority of his car and" the 
special features i t has as a justification for this claim. The retail 
prices of motor vehicles are wddely advertised by the manufacturers, 
and the dealers are expected generally to conform to them, except in 
connection with allowances for trade-ins. In some instances, how
ever, where a low-priced car, for example, of one manufacturer has 
been reduced, a competing manufacturer has made a corresponding 
reduction for his car in the same price class; price reductions on current 
models are sometimes made, also, for the higher-priced cars, just 
before the annual change to new models. 
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Competition of manufacturers -with respect to passenger cars in 
the low-price class is more in volume than in prices, though prices 
are potentially important. 

With reference to any question of price fixing in other price classes, 
the nature of the demand is such, and consumer preference such a 
vital element of demand, that i t woiUd be difficult not only to fix 
prices but also to establish any quota system of production, even if 
the retail dealers coiUd be brought into effective cooperation for that 
purpose. 

Policies -with respect to exclusive handling of the product of a par
ticular manufacturer by a dealer ha-ving a dealership agreement with 
him tend to restrict competition by making it more difficult for the 
smaUer manufacturers to obtain adequate dealer representation, 

I because in many markets they are miable to establish exclusive 
; dealerships with sufficient volume to operate profitably. Such 
\ restriction of competition perpetuates the lugh degree of concentra-
'_tion already existing in theTiands of the three large manufacturers. 

Active competition among automobUe manufactm-ers, although 
some of them have made very large profits, gave to the pubhc improved 
products, often at substantially reduced prices. In the automobile 
hidustry this has been especiaUy true of those manufacturers who are 
able to obtain large volume of production thi-ough competitive im
provement in motor-vehicle construction, style, performance, and 
safety, particularly in the low-priced class. Such competition has 
been the basis for the remarkable growth of the industry. 

Consumer benefits from competition in the automobile-manufac
turing industry have probably been more substantial than in any 

,_.o.ther large industry studied by the Commission. 

COMPETITION AMONG MOTOR-VEHICLE DEALERS 

The Commission finds that the retail motor-vebicle trade is com
petitive in the sense that the indi-vddual dealer generally pushes 
actively the sale of the particular make of motor velucles which he is 
under contract to sell, and that the prices thereof, as advertised by 
the motor-vehicle manufacturer, though qiute generaUy adhered to in 
appearance, are frequently cut by allowances for used cars quite 
generally traded in as part payment for new cars. These allow
ances are sometimes excessive in the sense that, when reconditioned 
and sold, the prices obtained for them are substantiaUy below such 

tllllt allowances. In a number of instances the Commission found evi
dence of local combhiations among motor-vehicle dealers to prevent 
competition regarding such aUowances made on used cars traded in. 

nm 
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NEW- AND USED-CAR PRICES 

I t is also concluded from the study that the practices of dealers of 
"padding" new car prices and "packing" ffinince charges faUs most 
heavily on the minority of automobUe buyers who have no used cars 
to trade. The majority of car buyers who have cars to trade also 
suffer in case the amount of consumer price enhancement is greater 
than the overallowance made by dealers. 
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DEALER PRICE FIXING ACTIVITIES 

The Commission finds that local associations of motor-vehicle 
dealers in various parts of the country have engaged in the foUowing 
practices to fix or maintain prices: (1) Fixing minimum prices on new 
cars, often by means of imiform maximum discounts from the manu
facturer resale prices in transactions where no trade-ins are involved; 
(2) establishing maximum purchase prices, or aUowances, for used 
cars taken in trade; (3) regulating bidding on used cars taken in trade 
by means of uniform minimum increases on aU bids subseauent to the 
original bid, or by requh-ing all bids subsequent to tbe original bids to 
be less than the original bid; and (4) adopting pubUshed used-car 
price guides as a basis for maximum aUowances for used cars. 

The Commission found that in certain instances, and in varying 
degrees. General Motors Corporation and Ford Motor Co., or repre
sentatives of these companies, cooperated with dealers in the formula
tion or operation of dealer plans to fix retail prices and hmit dealer 
competition. Ford Motor Co., however, in its 1939 dealer agree
ments, requires its dealers— 
to avoid in every -way such trade practices in connection -ndth dealer's competition 
with other Ford dealers and in seUing company products to the public as are 
injurious to company's good name and good-will or are detrimental to public 
interest. 

LEGAL ASPECTS OF USED-CAR VALUATION OR APPRAISAL BUREAUS 

The Commission found that many local associations operate used« 
car valuation or appraisal bureaus that are essentiaUy combinations 
of dealers in particular localities who are boimd by agreements to 
restrict competition in used-car trading. A plan hi effect in a large 
city in 1938 entirely eliminated competitive bidding if the prospective 
buyer obtained bis ffi'st bid on his used car from the dealer in whose 
zone, or trading area, he resided. 

The question as to whether Federal jmisdiction exists respecting 
such local association activities depends upon whether interstate 
commerce is involved. In complaints before the Commission in •which 
cooperation with local combinations of dealers to control used-car 
trade-in aUowances was a factor, upon investigation it was found that 
interstate commerce was not involved to a sufficientiy substantial 
extent to establish jurisdictional requisites. Consequently, cases 
have either been closed subject to the Commission's right to reopen 
them, OT dismissed without prejudice. In general, therefore, the 
regulation of the activities of such local combinations of dealers 
becomes a matter to be handled by the law-enforcement agencies of 
the various States, acting under their respective State laws, the terms 
of which vary greatly among tbe approximately 40 States that have 
enacted State antitrust acta. 

UNFAIR METHODS OF MOTOR-VEHICLE MANUFACTURERS I N THEIR RELA
TIONS WITH THEIR DEALERS 

i The Commission finds that motor-vehicle "manuf acturers, and, by 
reason of theh- great power, especially General Motors Corporation, 
Chrysler Corporation, and Ford Motor Co., have been, and stUl are, 
imposing on theh respective dealers unfah and inequitable conditions 

msam 



F E D E R A L TRADE COMMISSION 

of trade, by requhing such dealers to accept, ancl operate imder, 
agreements that inadequately define the rights and obhgations of the 
parties and are, moreover, objectionable in respect to defect of mutual
ity; that some dealers, in fact, report that they have been subjected 
to rigid inspections of premises and accounts, and to arbitrary re
qiurements by their respective motor-vehicle manufactm-ers to accept 
for resale quantities of motor vehicles or other goods, deemed excessive 
by the dealer, or to make investments in operatmg plants or equip
ment without adequate guaranty as to term of agreement or even 
supply of merchandise; and that adequate provisions are not included 
for an equitable method of liquidation of such investments, sometimes 
made at the insistence of the respective motor-vehicle manufacturer. 

M A N U F A C T U R E R S ' TREATMENT OF DEALERS 

In the opinion of the Commission, tins inquiry has demonstrated 
that inequities exist in the terms of dealer agreements, and in certain 
manufactm-ers' treatment of some dealers, calling for remedial action. 

I t is recommended that present unfah practices be abated to the 
end that dealers have (a) less restriction upon the management of their 
own enterprises; (b) quota reqiurements and shipments of cars based 
upon mutual agreement; (c) equitable liquidation in the event of con
tract termination by the manufacturer; (d) contracts defhiite as to the 
mutual rights^ and obligations of the manufacturers and the dealers, 
including specific provision that the contract will be continued for a 
definite term unless terminated by breach of reasonable conditions 
recited therein. 

ABUSES OP INSTALLMENT FINANCING 

The Commission finds that in the methods emplo3̂ ed by some of the 
companies engaged hi financing the purchaser of a new motor vehicle, 
serious abuses have developed, not only in permitting dealers to im
pose exorbitant charges but also in serious deception, or even direct 
defraudation, of the purchaser. 

In the more general practice by the larger companies, the prmcipal 
objection was that, in the original advertising of the so-caUed 6-per
cent plan, i t was not made clear that the finance-charge rates were not 
interest rates and that the interest rates implied in the charges were 
nearly twice as much as 6 percent per annum on the money borrowed. 
However, the application of this plan constituted a substantial reduc
tion from the rates of finance charge and interest that were in general 
use just previously. 

The more serious deceptions have been engaged in generally by the 
dealer, often in connivance v.dth a finance company. The practices 
here referred to relate to the so-called "packs" (padding), which are 
additions made, for no extra service, by the dealer to the regular 
finance cha.rges provided in the finance-company's minimum-rate 
chart; and certahi finance companies provided their dealers -with the 
instrumentalities for such deceptions by furnishing them -with two or 
more rate charts based on dift'erent rates of charge. 

')| The Conunission found, among the 30 fi.na,nce companies examined, 
1 finance company that systematically failed to afl'ord car pur
chasers a portion of the insurance protection for which they were 
charged. 
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In order that the automobile p'archaser may be protected against 
overcharges, there is need of regulation requiring retaU automobile 
dealers to furnish each retaU pui'chaser wdth an itemized invoice 
showing in detail the components of the cash sale price—stating sep
arately the charges for accessories. Federal excise tax, State or local 
sales tax, transportation, advertising, "handling charges," ser-vice, 
motor-vehicle license, iiiotor-vehicle title registration, and each other 
charge hicluded hi the cash sale price of the vehicle as delivered—and 
the components of charges added to the cash sale price by reason of 
the fact that the vehicle is sold on time—the amount and components 
of the retail insura.nce premium and the extent of the coverage to be 
provided for each component, the amounts respectively charged for 
recording fee, notarj- fee, and documentary stamp tax, and the amount 
of the finance charge. 

DECEPTION I N CHARGES FOR TRANSPORTATION OF MOTOR VEHICLES 

The frequent practice of either motor-vehicle manufacturers or 
dealers of adding to the factory price a transportation charge to a 
certain point of delivery based on the published railroad rate, but 
v/hich is greater than that actually incurred by the manufacturer or 
dealer, because of differing methods of transportation and delivery, 
is, in the opinion of the Conimission, an unjustifiable imposition upon 
the purchasers of such vehicles, wluch should be elhiihiated. 

SALE OP DRIVEN GARS AS NEW CARS 

The practice of some retail dealers in selling as new cars those 
which have been towed or driven from the factory or used as demon
strators, unless the full facts, including the niUes driven, are disclosed 
to the purchaser, is deceptive and unfair and should be elimhiated. 

By the Conmiission, 
R. E. FREER,' 

Chair-man, Federal Trade Commission. 
JUNE 5, 1939. 
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