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July 30, 1951

MEMBANDUM -

—————— - =

TO: BOARD CF DIRECTCRS

This special meseting has been callsd for the purpose of asking
your approval of the acquisition of all the outatanding capitsl stock of
the EKolimr Chemical Works, Inc., in exckange for 33,500 shares of Diamoad
stock and your recommending the same %0 our stockholisrs for their ap-
proval. On July 18, 1551, an option agreement vas signed vith Leom A.
Kolker, sole ovnsr of Xolier Chemical Works, Inc., vhich gives us an
oppotunity to examine all of the Compery’'s Books, records, ard proper-
ties, axigives us the right to exsrcise such option not latsr than
September 1, 1951, and to acquire all ths Iolker stock ot later than

October 1, 19%1.

Description of Products

Eolker's product lins includes pesticides and herdicides. TNe
former includes the familiar DDT and berzens hexachloride. In the lattsr
line they produce 2,53D, vhich is & brosd-leaf veed killer, and 2,4,5T, -
vhich is & bdrush Killer of potantially great use in clearing Iwequits vaste
lands of the socuthwest.

Nstory . .

In 1549, Kolkter, trading as tie Kolker Chemical Works, established
a szall plant for the mamfasture of DDT at Nevark, Nev Jersey. This initial
plant cost approzimately 385,000. Since that time the business has sxpanded
rapidly and on Medruary 1, 1548, 1¢ vas incorporated. Sudstaniial additions
have been Made to the Nevark plant during the interveaing years, and iz 1990
s plant vas constructed at Houston, Texas, on land purchased fzoa Diamond.
Thig plant is 2oV in successful operstion and the dook value of the two plants
(vetfore deprscistion) sggregates over $1,500,000. (Sciedule A showe the -
grovih of fixed assets by years). .

Planta

S ——— e

The Newerk plant ccaprises older duildings of substantiel comstruc-
tion once owned by Amsrican Agricultural Chesical Company. The Houston plant
is of nev comstruction, having been built dy Brown & Boot sinca ecrly 1950.
Equipment at botk plants i{s fairly modern dut genaral housekseping and duat
control are not up to Diamond standards end vill require soms iEprovemsnt.

Insurance - Products Liability, ets.

Lolker carTies vhat appears to be adequsts insurance in doller, fire
and f1delity coverages. The fire insurance is expedsive, reflscting the
inflammable rav matarials and [oducts. Public liability insurance ls
particularly important, due to the possidle dodily injury harard from the
}odust either by direct inhalation or contamination of f00d or vatar.
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" There aTe potentially progorty damage claims from o crops, etz
. kolisr preeently carriss 35

00,000 persomal injury and $100,000 preperty
dammge insurance vhich 1s considered inadsquate. DBoth coverzges should
be incTeased %0 at lsast $1,000,000 vhich ve believe can be d0zs reeson-
ably vith Diamcrd's lsverage. Workmea's Compensation coverage is adequate
and presen) high rates can be reducsd by izprovemsnt in Rousekseping and

~ dupt conditicns.

Patents

(Under reviev. A full report vill e available for the Board
meeting.)

Bav Materials

Principal rav materials are Chlorine, Fhemol, Benzol, Sulphuris
Acid, Alcokol and Acstaldehyde. No procurement probdlea is seen here extept

as t© phenol and benzol. Diamond's purchasing leverage my solve the grob-
len ag to the former, and ve have jJenzol availabls from the Painesville

coke ovens. SJulphuric acid is tight, but the NPA appears to be willing
t0 sssurs nscessary supplies to insecticide mmnmufacturers.

Persomsl

Personnel sillled in organic synthesis of the gensral type hare
involved vill be acquired vith the company, particularly Mr'. Kolker vko has —
demonstrated amazing icgemuity and capability in the development of this
businsge. . _

We plan to continue the operaticns of Kolker as a subsidilary, con.-
tinuing Mr. Zolker in charge.

Sales & Ecrnd.ng_a_
Kolksr sales volume bmz grown rapidly during the last five years,

reaching the following:

A/ -5A1/5  smwlised
Actual '

Sales $ 2,256,303 $ 6,769,000
Profit bdefore PFI? 586,606 1,700,000
Yot after @ ne 2‘1&.6% 6&6.000

.
~
Ny "o —

Sales and daring these acuths wers restrictsd due %o
shortage of chlorine, sand did not give full effsct to the new Houston plast.
June snd July sales indicats the following as prodable:

flss 48,000,000

T Profit defore FIT 2,000,000
Jot after &2X FIT 760,000

Distridution by Iolker hms been affected largely by tulk sales %o
distributors, compoundars and other obsmical camparies with little or zo
direst or lrand-mame eelling, :

Fature Prospects

Future sales prospects are believed good, dus to the need for Xigher
agricultural efficiency. We have ¢ report Zrom A. D. Little, Izns., on "*rends
iz ths Zoonomis Poiszors Industry® which s appended a3 Sohedule 7.
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Xolitar has plans for immsdiats exparsion involving:

- -

Rgh mg Benrens Hsxachloride

The Kolker agsets includs the U. S, rights to a German process
for the mmufactare of 99.5% purity Benzens Bexachlorids. Most commereial
woduction at [eeent is lese than 50% purity although Booksr Electroche-
mical makes & 59% product vhich commands & premium price.

This plant vill requirs an estimted investment of $500,000 on
vhich an estimatsd 50% after 625 F.I.T. would be earned, taking the selling
§rice of the EEC at only $2.00 per pound as compared vitk the surrent
34.55 price of Hookar's material. Scheduls P detalls this o ject,

Mticide

Although thig is ostensidly coversd dy Dov patents, Xolker de-
lisves the patants oot valid. If €0, it vould be a degiradle addition to
the line, and wvould require an investawnt of only about $79,000.

—

7inancial Data

Schedule B ghovs comparative dalance gheet at varicus dates. Miis
balance eheet izndicates a net vorth as of May 31 of $930,000. The Lolker N
books are deing checked by Price, Waterhouse in our dehalf, andi their report
vill ehortly be avalladls. Their examiration to dats indicates that net
vorth ig probabdly undsretatad. The Buresu of Intsrnal Revenus has slsared

tax returns through 19549,

Cash uirements

There are 3 mupber of liabilities that should e liquidated, ut
it is belisved that sufficieat cash vill de gensratsd by earnings pluy de-
Feciation over the dalance of the year for this purpoee.

Capital requiTements for nev products and plant izprovesent are

eIpectal % ol in the range of $500,000 - $800,000 over the remainder
of the year. ’

Price to bde Mid
* * Tuking Diamond stook at the owrrsat approximats aarint value of
$65 per share, the total payment is 32,177,500, which is

2.3% tizws Dolker's net vorth at 5/31/9)

1.26 times Iolker’s 2/1/91 - 5/31/91 earnings smmualized
(before P.1.7.)

3.37 timee Kolker’s 2/1/%1 - 5/31/%1 earmings annualiczed
(attar S2% P1.7.) '
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Kolker's earmings (annualized on dasis of 2/1/51 - 5/31/%1 actual)
’i 1n tarme-of the mmber of DiAmOnd ghares pald represents

$50.80 earmings per shars befors P.I.T.
19.30 earnings per share aftar £2% PF.I.T.
as compared vith Diamond's earnings for the first li.i maths, anmualired, of
$17.95 earnings per share bdefore F.I.T.
6.56 earnings per share after P.I.T.

Baged on earnings annualized as abdove, the folloving summrizes the
eoffect of this acquisition:

Before After
Tumber shares outstanding 1,086,8%4 1,120,35
Earmings before P.I.T. . T $18.%2 o
Earnings after 62% P.I.T. 6.86 1.23
Conslusion )
‘I It is our delief that the scquisition of Kolker is deeiradle for the
folloving reasona:

1) Te current profits, vithout coneideration of other factors,
more than justify the purchase price.

~ - 2) Diamond vill ecquire s more complets line of frodudts for sale
in both domsetic and export marksts.

3) Ouwr program of diversification, doth geographic and produst-
vige, vill de furthered.

k) We vill soguire a captive market for chlorine vhich permitas
substantia) and attIactive upgrading.

5) We will scquire & line that vill imgrove cur investmsnt/eales
and iavestmsnt/earmings ratics.

6) Ve will acquire persomnel of demonstrated sdility in the organic
fie14.
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NULKEH CHEMICAL SURKS
DETALL (F PIXED ASSETS

KOLIMR CHEMICAL WORKS

Schecule A

LA A, KOLKPR
T/A KC'JER CHEMICAL WORKS

AL S/1/5) ' At 1/ At 1/71/50 At 1/31/9 At 1/100 12/1n 15 12/n
Toxns Now Jorpey | Yauaa Joresy AlL a A{l /:: L 2/31{"5
At Coot : T T
Land $ bo,197 ¢ 10,000 § 0,197 10,000 - - -
DaiMiegs &!qlzrr;-nt;‘ - ag.smsz g;fgg 052 121,808 - - - $ 70 sinl .IJ-::';;:
hinery, , ) 33,935 190,61) $391, 400 303, . . .
Purniture & Pixtures; Automobiles & Booke 1,86) - 16,065 - 1,'50). 15,148 10,257 Jog‘;«l); "6:,9’;; ! 't;g g.gg
—— 3 F4
TOTAL *$079,93% 8669, 224 $590,165 S0k, 569 $h01,665 $212,026 $17), 3211 818), 716 405, 509
Reserve for Depreciation » '
Buildings & lmprovements L 3 ¢ 1,914 $ e $ 1),603 . ’
Machinery, Fquipment & Other = h3, )23 132,948 th, ' ot " - . 8 1,76 ¢ 2
Purniture & Pixtures, Autowobiles & Rooks 172 %311 "9'26 115!.3; ' 7;,';;; ' ’;;63:: ' '1;23 6';; 3::
TOTAL § bk, 058 Q5L B25,16  faphs $7ho0s6 842,010 15069 8,63 ' 0
Not Value o
$ 10,197 $ 10,000 $ bo,19 10,000 - -
Howmme  CEEOCEE CEROCER - o wed wp
’ ’ | ,909 70 . '
Auniters, Fixtares, Automobiles & Pooks 16 :m 1,0 . ”l}:a: "'2"‘0’; .26;:;‘1{ ?ls;g; m;;g;: :.".;1)
toraL ' ' B ‘
$035,076 $517,090 _ 8572,709 #5212, 924 #3217, 609 $270,015 8154, 245 075,109 0, 725
j
)

-y -
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folker Chomical Works

sratl ve Balar. s Sheet
Al Varlous Dalss

Avoete

Current Assetys,
T o & on Hard
Accounts Receivable, incl. notes
Serchandise Inventory -
Due from Kolker Realty co,
Total

Land Plent and Fouipsent 3)
At Cost

Reserve for Depreciation
Net Yalue

Ueferred Charges & gthor Assets
Unexplred Insnr-nc__o
Other
Total
Total pAssets

Liabilities

Current idetdlitien,

ceoun aysbls

Checkbook Overdraft .

Foderal Income Taxes
Nortgsge Payable

Notss Payadle - Secured

- Unsecured
Cuntowers Advance Fayment on Contract
Accrued Rages, gonus, P/R Tvxes & Expenaes
Totad

Other Liabilities,
. s of the Kolker family
Mortgege Payavle
Notes Payabie - Uneecured

Secured
Tolal
Capital
Cosmon Stock, No Par Value
Burplue

Total
Tolal Lisbilities and Capital

lolker Chemical Rorke, Ino,

Leon A, Rolker
T/A Kolker Chemical Works

$/n/1951 1/31/1951 1/n/1950 V/31/1949 1/31/19L0 12/31/196 123t/194s
N\
S Hesmoo0 6wz A 1,M) 8 65w 8 eos g 2,008 ¢ 565
Y 407,910 12,5 10: A 36,103 (1) So:ll-? 17,126 1,191 (2)
6h2,960 512,818 00.1:: :;.::2 ho, 505 1,%%0
- - ) 1 -
bt Lo ] J 3 Gl.W ]]‘W
1,509,158 1,743,739 k01,665 2,026 17), 3tk 103,146 85,509
19;,!.91 1;;,020 1&.056 Az,mo IE.OM 8,637 1684
bt 222 ) I} y ] h j ) y 4 IISJIU’ lﬁ,”;
12 152 1,) 9
A A A T E08Y AL ;
$ 2,104,009 81,901,526 ¢ 601,217 § 90,198 6,71 8 As90 ¢ 79,148

T 502,661 % seh,Mlk g 109,217 & ll’:.GSl. ¢ 105,505
»

s 52,980 ¢ 6, 00

755,000 n:,ggg 56,557 33 8,030
40,502 107,949 9,16 2,889 (
215,000 31,556 58,950 (k0,620
”2’2?3 16,150 3 005 ’
) 1n,5yz . 9 8,112 u,omn 12
2g" J L 7 3 2 i’ !RSD‘J! W 2 y ] L 3 6_—
83,000 &s,000 ko, 000 92,147 852
?0.250 ‘2.'9) N.m
9,500 23,318 0,208
zs,ixo 6,002
" 2 . 2, IRT L R, TS50 70,000
100,000 100,000 60,000 25,000 25,000
aJoEm szzszg mEuo ISaEagx u.vgm .
'
M _"“—*———._ﬁ_’__*
. }

(1) after deductling notes payatile of 44,000 on aseigned Accoumnts Recetvable,

(2) Includes €1,116 due from Creditare,
(3) See Scheduls 2 for detatl,

Sohedule
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KLXFER CHEMICAL WOHKS

TROFIT AND LOSS STATENENT

Your Wonths
Pnding S/31/5K ‘ Yoar Rted
Anmualised
Sclco "Ct “.7”;“ .JDSNDO” ‘
of Sales h, 764 000 2,504, 929 237,027 Tk, S04
Oroes Profit 2,005,000 991,109 2663.‘\ ___~_L6_‘317 20y 21k
Lane raline Fsnenses
ecutive Jalarios {arfrice) 69,000 N, 366 20,716 23, koo 23,100
Froight Out 72,000 bo,81 32,p56 bhkn2 5,691
Auto & Travel Expense 57,000 - - - -
Bueiness Prowotion - 0,13 9,527 h,067 L, 701
Othar 88,000 15,187 3),020 21, m 21,26_6;
Total 205,000 100,777 103, 119 $),2h9 55,358
Operating Frofit __1,720,000 810, )@ 162,561 (6,912) 15), 856
Other Jncase 1,000 1,766 S: 37 1,537 79,001
Other Deductions
? on Uspossl of Assets - - 16,353 - -
Interest 19,000 22,119 2,627 622 L%
ficers Life Insurance Preminse 2,000 b, 529 3,175 - ~
Profit before Pedoral Income & Bxcess
Frofits Tax 1,700,000 7
Froviston ror Pederal Income & Muceoss ' %, 150 15,7k 2543 23,10
Frofile Tax _ 1,056 000 hlo,ou0 56,556 a5 84,030
Net Profit $_ 6Ll 000 $_ 37k, 790 ¢ 69,187 $ ),108 149, 1L)

YARIOUS PERIOIS
S TRTD

KULKER CHEMICAL WORKS, Inc,

(1) Includes Prorye of $79,158 m Sale of Bachinery,
(2) Includes Rent Income of $5,000
() Frobebly does not Include Remmerstion of Usner,

Ychedule C

LEOW A. KOLKPR
__TA_!!Q_JP‘_Q'_D'.L“AL '70‘!!4__
ine
Tesr Mnded Nonthe agus_gg .
i
$307,096 170,964
Wbl 11,151
—1,65h 221)
6,%00 (3) b, 500 (3)
2,70 2,991
201 | w7
13,670 5
23,51) 13,k98
_(5,059) _{0,205)
$.22) (2) 2,koh
125 -
2,721 -
¢ (4,00827) ¥ (5,792)
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KOLXER CHEMICAL WORXS, IRC.

ACTUAL 2ALZES

Figures in Pounds

Schedule D

1950 D.D.T. 2,40 B.H.C.
Jamary 210,000 o0
February 210,000 39,000
March 265,000 195,000
April 210,000 165,000
May 310,000 128,000
June 305,000 125,000
July 303,000 J2,000
Au‘“t 370,@ Zs,m
September 305,000 35,000
Ostober . LOS,000 385,000 27,000 (26%)
November 385,000 361,000 273,000 (12% basis)
Deceaber 341,000 . 332,000 138,000¢ (36%)
3,619,000 1,825,000 )
January 1951 « June 1951 inel, — -
D.D.T. 2,40 (1) 3.4.C.
Jamuary 340,000 370,000 17,500
February 365,000 37n,000 118,000
Narch LO7,000 225,000 1L49,000
April 384,400 - 124,000 1L, 629
May 501,094 301,000 128,750
June 671,730 310,825 125,625
2,&9.22’3 1,701.825 337.5m
(1) As Technica) Ester (80% Acid),
Dollar Sales by Products
L Months Fiscal Ysar Fiscal Year
5/31/51 1./2_51/51 /31/50
ooT $ T27,215 $1,188,939 $ 604,59)
Butyl Ester = 2i-D 360,342 978,364 374,506
Isopropyl Ester af 2D 90,308 178,8L2 19,975
Asnine of 2L=D 200, 18 265,503 9,282
Bensene Hexachloride 3,727 253,567 -—
2,4,5=T Eater ’ 163,402 278,997
Cther Chemicals 495,108 553,471 80,343
$2,256,3810 $3,587,088 $1,L97,796
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Schadule

99.9% Bsnsene Bexachloride (lindans)

With the exception of Heoker Electrochemical's
producticn of 99% pure material, the benseme bhexachloride
currently being produced and used is in the range of from

15 to 35K purity.

dside frem the obvicus pacimging and freight advantages
of higher purity material, the higher quality is free of
cbjeoticnable odor and ias gemerally & superior product. ‘In
addition, there 1z much evidence that the impurities in the
poorer grade matarial tend to "poiscn"™ the soil on whioch it
is used over a pericd of years.

All of these factors togethor indicate that +he ultirate
mariet will be for the high quality material, and we delieve
that & definite competitive advantage will result fram early
extry into the high quality fleld.

The attached incame and return statement has been pre-
pared on the bdasis of information furnished by lee Koller.
The by-product sredit shown is based upon a conservative re=
sovery of trishlerbenzens for whioch a ready market axists,
elthough future studies may indicats that & higher bye ot
oredit osculd de achieved by further processing to 1,2.4,5
tetrachlorbensens fram which 2,L,5 trishlorphensl sculd de
mjo. as the lattesr would be a captive raw material for
2457,

The facilities proposed for lindane will be independext

. of the equipment now used to produce low-grede haxachlorbeunssens,
“This permitting simultanecus production to the extant Decessary.

~
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neome & Beturn
99, 5% Bentene Bexachloride
Iolker Chemical Werks
Houston, Texas

Production, lds. per day
Producticn, lbs. per year

Sales - 1,450,000 lds. @ $2.00/1b.
lass A.3.2 G. N

Anoual Sales Inccme after A.3.& G.
Anmual Producticn Cost

Baw Materisl - T7S5¢/1b.
labor & OB  -_ 30¢/1b.

4,000
1,460,000

$ 2,520,000
U6, 000

$ 2,774,000

1.05¢/1b. X 1,460,000 1d. = $1,533,000

Byproduct recovery 2f Trichlorbensens @ 10¢/1b.

‘lees 5¢/1b. resavery cost ® $0.05 X 1,460,000 = (T3,000)

Het Incame befors D.T.& I.
D.7.4 1. @ 8% an 600,000
¥et Income before Taxse
F.1.2. @ &X

Yod ~Inoome mar_hxu
Added Investment

Percent Return

- .

$ 1,460,000
$ 1,314,000
$ Ls,o00
$ 1,266,000
$  se,%0
$ 281,080
$ 600,000

Lé.a%

——

)
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SCHEDTIZ 7

MEYCRA RDOM
Froa: Artimr D.1ittls, Ins. Case Ro.: P-3993 DATE: July 2%, 1951
To: Diamond Alrall Company Sublect: Trends in the Fconomie Poisons Indus=xy

Introduction

Tisg sexrandus includes & Mrief sumEmry of the development of the economic
polsons industry % date, together vith rojections of the ilmmediats and
longer-tara ocutlook for the indugtry. In addition, a prelixirary analysis
hag besn made of the Lolkar Chemical Works, Inc. status in the industry in
tarme of its attTactivenses to Diamond Alkall as & msans of participating in
thy ecomomic poisone industry. The informmtion in thig memorarndum is desed
apon pubdlished data and commsats of selectad indnatey refresentatives and

goverzment agencies.

Post-WNar Grovth of Industry

Although the ecomomic poisons industry is subject to a digh degree of variation
dus primarily t© seascmal variations and degrees of infestation, it hag e2-~
perienced a stsedy grovth in the post-var period. During this same period
there has aleo deen & parallsl increase in crop losses; for example, damage
dus to grasshoppers ia 1549 amuntsd to over $30 million as compared to the
1045 estimte of $12.7 million. Ilosses due to the corm barer ingressed fIom
$36.7 mllion in 194% %o $390 million in 19%0. (Based on martet prices). The
%oll vesvil caused cotton lowses to rise froa $170 xillion in 19N

zillion 3y 19%0, and recent appearances of the "green bug" in vheat cansed a
loss estimatad at $400 millton in the first dalf of 1950. In ]
agricultural loss %o lnsects is currently estimatad a

In addition to infestation, other factors viich have expanded the use of ecomo-
mic poisons are (1) increased vorld and domsstic food demsnds requiring mmxi-
mm agricultural efficiency; (2) incressed farm lador coets vhich make chemi-
cal wveeders mre economical; (3) Migher quality requiremsnts in crops 0O et
public demand and (4) increesed availability vith corrTesponding price drope
vhich have mde pesticides more attructive to the cost-conscious faTmer.

Of particular intsrest here sre the four prodoots mmrfastured ¥y Dolker,
camely, DDT, MG, 2,80 and 2,4,5-7. IDT productian rose fro: Jjust undsr
10 mllion pounds in 198k to almost %0 million pounds in 1947. 3y 1548
over-estimtes of the potentisl maritet coupled vith s lats groving seeson,
vahich eliminated esrly strayings, caused izventory accumilations t©
extont that. production fell of? o 20,000,000 pounds and pricse rwached a
low of about 29¢ per pound. With a reccrd veevil infestation in the

in 1949, however, production recovered to 38,000,000 poumds and & 2ev
in i{nfestation ruised cutput to a record 63,000,000 pounds ia 19%0.
Sapacity is estimated %o Yo in the crder of 100,000,000 pourds. Producers
;fm'rmdnhat,counlm,bohr,bm,hmmt.uﬂ
sstvaco. .
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Trends in the Xcomomio Poisons Industry -2
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Producticn of BEEC increased from 8,000,000 pounds in 1987 to 57.% million
Pounds in 1950 (12% gamms lsomer basis). In addition to Kolksr Chemical,

Other mudicers are Gensral Chemical, Ncoker, Perm Salt, Dov, Westvaco, and
Ethyl Corporation. Cwrrent industry Tequiremsnts ars eatimated at 60-70,000,000

pounds (12% tasgis).

The increesed use of the harbdicide 2,4-D parmnlleled the grovth of DDY. In 1G4S
total production amounted to just under 1,000,000 pounds and by 1548 this had
inoreased to 22,000,000 pounds. At that tine the use of 2,3-D wvas curtailed
sharply decause of injudicicus use of the matsrial in dust form causing ap-
Ireciabls losses t0 adjacent cToPe. As & Iesult, laws vere passed in several
states vhich severwly restriotad 1its use. In ordsr %0 help alleviate this
moblsa, liquid forms of the hardicidse vere substitutad for ths dust. CSurrezt
anmual requirsments are Baok to adout 20,000,000 pounds. Chief Iroducers of
2,3-D amDov, Monganto, and Amsrican Chemical Paint Company.

A mre recent addition to the herbiolde £ileld is 2,4,5-T, generally referred
o as the brush Kller. X produciion figures for this material are svailable
s yot, since it is ordinarily maristed {n combinaticn vith 2,b.D., Tis coa-

pound is produced by the same companies that maoufacture 2,4.D,

Immediate and Long-Tera Qutlook for the m:-u-;

The ecommic polgons indugtry lacks the secure dagis of many of the chemical

axd process industries. Alrsady meationsd is its dspendencs upon seasomal
variations and dsgrees of infestation. For exmample, supplies fell short of
demand in 1990, due to the unexpectsd severity of the infestations iz the scuth.
In the northeast, on the othker hand, estimtss of the demand exceeded the nltimmts
Tequiremsnts, resulting in inveatory accumulations. Thus far, the situation this
Jear is Just the Ieverse. At the beginning of the season production capacities
vhich had been limitad %o the 190 level vere estimated to de insufficieat to
et the demands. Infestation was expectad to exnsed that of the 1550 season
because of the mild winter particularly in the south. Novever, the dry veathsr
viich prevailed during the early veeks of the seasca has reduced the require-
Sents mtarially. One estimate places the Deeds at T5-80% of the 1950 level.

In the, nqrthgest, the early predicticns vere for e good year vith respect @
insecticids demnd, but heavy raing during the early part of the seascn have
accelsratad the requirsments appreciadly. Indust'y representatives are quick

%0 point cut that theee trsnds could de reversed vithin a fev days should there
be significant veathsr changes. It is apparent, thersfore, that in epite of the
increased use of theee poisons, the farmer etill considers the materials as curee
Tather. than ss preventatives. Retailers are 1ot inolined % carry substantial
izventories, eo that the peaks and defressions of the martet are transmitted '
directly to the formilators and mmufacturers of the dagic matarials.

Do reedy displacemsnt and introduction of new matarials further comtridutes
o the mmfacturers' izngecurity. Cilordans is psThaps & gocd example of &
mtarial vhich had ready accCeptance vhea first introduced. dut is rapidly
disappearing from the agricultural market, principally decause of high costs.
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Toxaphens Ls another matarial vhich vas Teadily accepted decause of itg prcven
officiency, dut equally importans, has deen its availadility et a slightly
lover price than XEC and DDT.

Another factor contrituting to the indnstry instadility 1a the impending 1in-
vestigations of the Food and Drug AMdmin{etration Tegarding toxlcity and residual
tolerances. Sericus commercial lintitations may result for specifiic mmtarials
if inadequataly defanded. Although future stats and federal) legislation vill
Pobdably result {n mre stringent controls on the use of these mterials, 1t is
Dot contsmplated that the industry es a vhole vill de affectad sigaificantly.

Farz income nm-m.rmtmmwbmmmmmmmgm
long-term growth of the economic Poisons industry. In the pogt-war era, farm
mmMaat:nghth., nthatﬁninrlmuocrim-yumtbnn
clsarly defined. Hovever, uuwwummwwem-
of soonamio pouon-wmtomumiunhtdngufmmo- than fer.
tdlizer sales, vhich have Taditionally folloved the patitara of cash fara in-

cote . — -

mmnnmm.‘mma,mmm«m-mmm

l'uro&g Markety

The foreign market for ecomamio poigons ie even more unstable than the domeetic
mrint, .In addition to the factors mationsd sdove other influences are changes
iz governmeat support pollicy, and floctuating trade dalances betveen countries.

that foreign IDT requirements for 1952 shculd be adout 20,000,000 pounds.
Tais m-ubmhuntuﬁmummahnhu:yum
thus far, mwmmmwmmummmmlorm.
This program is supportsd Finoipally by the Stats Departmsat in commection

s t 4 program. As an indication of the mgaltude of the probdlem,
wwo,wo,mommmmtunmwaummwzﬁ

in arees vhere control programs have deen instituted.

E
;
5 *
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Ths foreign mar¥at is particularly gensitive to ice, vith almet all salse
°n & short-tarm basis. Very fev long contracts ars drawvn Qp vhich makse

1t diffiocult for the larger, more conservative companies in the industry to
Partiocipats in thisg market. _

Evaluation of Kolkmr's Status {n the Inlus

Because of the time limitation imposed by the option agreemsnt detveen Diamond
Alali and Xolker Chemical, our evaluation of the latter CONpARY has nedes-
sarily been limited to sumnriring the comments of a fev selsoted contacts

in the industxy. In general, the indns try regard for Iolksr Muemical is high,
although the company has beena characterized bY several industry reprseenta-
tives as & price conscious enterprise. The tachnical ability of both M. lee
Zolker, president, and Mr. John Brunton, salss manager, is gensrally respectad,
although in their eales rslations ey have deen charactariisd as opportun-
ists. Their price cutting policies reportedly have permitied them to nego-
tlate short-ternm contrects vith volume oconsumsrs &8 vell as Vith expors
agencies. Also consistent with their Teportad operating policy is the rmn~
tice of selling to competitaors, such as Mathisecn, apparently to eetadlish

& firser position regarding rav materials.

The company devotad 1ittle time to the developmnt of nev products. Bovever;
it has deen rumcred thet Kolker is Plaming produstion of & nev miticide vhich
bas allegedly deen patented by Dov. If tTus, production of this matarial
Sould be an infringemsnt of patent rights, but this possidility was cited as
4D ezample of the company’'s opportunigtic policies.

Although many of Iolker's policies are Tobably not consistent vith thoge of
Wobdably offers as good an opportunity for Diamood to
eniar the economis poisons industry as any of the other emall mnmufacturers
today. This is also & god time to entar the fleld armd eetablish s sales
Position, inagmmch ag thoramxuafmmcndmiambymmt
mmpmuummwwo{m-m. Diamond, of
course, lhas .mum-mumupmammtm conceatIrs -
Hon of effort upon the realigmment of distridution channels. Partharmre .
it ls presumsd that Diamond's research facilities vould be availadle to Kolxer,
48 & sudsidiary, to strengthen this phisse of the lattsr's operntions. VWith
the large chemical companiee such as Dov, duPfont, and Momsanto active in the
Poisons fleld it is apparent that it vill bde 2scessary t© eetadlish a scund
mmdmhmtm m&x.mnmhhanlphhh
laexing, in order to Proteot Kolkar's long-tarm position.
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