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TO THE STOCKHOLDERS OF
RADIO CORPORATION OF AMERICA

HE Annual Report of the Radio Corporation of America

for the year 1937—the eighteenth of these reports—is sub-
mitted herewith. Among the highlights of the year’s operations
were:

Improvement in all fields of the Corporation’s operations
with increases of 119, in gross income and 469, in net
profits over the previous year.

Payment of all dividends on the Preferred Stocks and

payment of a dividend of 20¢ a share on the Common
Stock.

Increases in fixed assets, working capital, cash on hand
and in banks.

Establishment of new high standards in musical and cul-
tural programs; creation of the first full size symphony
orchestra established for and by radio in the United
States, with a series of weekly radio concerts under the
direction of Maestro Arturo Toscanini.

Advances in the field of research, including television and
radio facsimile equipment adapted to use in homes, for
printing news, pictures and similar material.

Comparative Earnings for the Last Five Years:

The earnings of Radio Corporation of America for 1937
reflect a consistent improvement in its gross income and net

profit during the five year period 1933 through 1937, as shown
in the following table:

Year Gross Income Net Profit Net Loss
1933 . . .. $62,333,496 ... $582,008
1934 . . .. 78,756,993 $4,2149,263
1935 . ... 89,228,898 5,126,872
1936 . . . . 101,186,310 6,155,936
1937 . . . . 112,638,498 9,024,858

The financial report and operating review for 1937 follow:



FINANCIAL REPORT

Gross Income:

The total gross income of the Corporation, from all sources,
amounted to $112,639,498 in 1937, compared with $101,186,310
in 1936—an increase of 11.3 per cent.

Cost of Operations:
The total cost of operations for the year was $97,217,722,
compared with $89,722,151 in 1936, an increase of 8.4 per cent.

Under this heading are included the cost of goods sold, the
cost of operating the broadcasting and communications serv-
ices, and the cost of research, development, advertising, selling
and administration.

These figures reflect the increased cost resulting from the
larger volume of business, as well as higher wage rates paid to
labor, and increased taxes.

Net Income:

The net income for 1937, before deductions for interest,
depreciation, amortization of patents and goodwill, and Fed-
eral income taxes, was $15,421,776.

This is an increase of $3,957,617, or 34.5 per cent over 1935.

Deductions from Net Income:

Deductions from net income are for interest, depreciation,
amortization of patents and goodwill, and Federal income
taxes.

The total of these deductions was $6,396,918 for 1937, an
increase of $1,088,695 over 1936.

This is accounted for almost wholly by the increase in the
provision for Federal income taxes from $1,137,100 for 1936
to $2,117,300 for 1937.

Taxes:

In addition to Federal income taxes, referred to above,
the Corporation also paid Social Security, State, local and
other taxes which for the year amounted to $2,180,200.

The total of taxes paid or accrued by the Corporation dur-
ing 1937 amounted to $4,297,500, equivalent to 31¢ per share
on the outstanding Common stock. This amount is exclusive
of Federal excise taxes paid on radio products sold and on
radio messages transmitted.
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Net Profit:

The consolidated net profit of the Corporation for the year
1937 amounted to $9,024,858, an increase of $2,868,921, or
46.6 per cent over the previous year.

After deducting $3,230,000—the annual dividend require-
ments on the Preferred stock—the earnings applicable to the
Common stock were equivalent to 41.7¢ per share, compared
with 20.5¢ per share for the previous year.

Dividends:

Regular dividends were paid to holders of 900,749 shares of
First Preferred stock, and the holders of the 15,393 remaining
shares of “13” Preferred stock received all dividends in arrears
and due.

A dividend of 20 cents a share, amounting to $2,770,683 was
paid to holders of 13,853,415 shares of Common stock out-
standing.

The total dividend payments to stockholders during 1937
amounted to $6,409,226, compared with $3,222,387 paid in
1936.

Surplus:

Earned surplus as of December 31, 1937 amounted to
$16,528,905, compared with $15,334,649 at the end of 1936,
an increase of $1,194,256.

Working Capital:

At the end of 1937 working capital—the excess of current
assets over current liabilities—stood at $28,639,436, an increase
of $1,654,186 over working capital at the end of 1936.

Cash on hand and in banks at the year-end amounted to
$15,103,296, compared with $14,657,407 at the end of 1936,
an increase of $445,889.

The total current assets at the end of 1937 amounted to
$39,358,710, compared with $38,709,772 at the end of the
previous year, an increase of $648,938.

The total current liabilities were $10,719,273, compared with
$11,724,522 for 1936, a decrease of $1,005,249.

The ratio of current assets to current liabilities was increased
from 3.3 to 1 at the end of 193G to 3.7 to 1 at the end of 1937.
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Inventories:

Inventories at the year-end stood at $11,818,756 compared
with $11,526,975 at the end of 1936. This inventory is normal
for the requirements of the Corporation’s business.

Investments:

References were made in previous annual reports to an
option held by Atlas Corporation and associates to purchase
RCA’s remaining holdings in Radio-Keith-Orpheum Corpora-
tion for the sum of $6,000,000 cash.

In view of the fact that the R-K-O plan of reorganization is
still pending before the court, this option has been extended to
June 30, 1938.

In consideration of the extension of the option Atlas Cor-
poration and associates purchased on January 3, 1938, one-
twelfth of RCA’s remaining holdings in Radio-Keith-Or-
pheum Corporation for $500,000 in cash.

The agreement provides that upon purchase by June 30,
1938, of an additional one-twelfth for $500,000 the option to
purchase the remainder for $5,000,000 will be extended to
December 31, 1938.

Under this new agreement RCA is also relieved of a maxi-
mum of $1,300,000 of contingent liabilities in respect of R-K-O
noted on the balance sheet in the RCA annual report for 1936.

Fixed Assets:

Capital expenditures during the year for additions and
improvements in plant facilities and equipment for manufac-
turing, broadcasting and communication, including additions
to the patent capital account, amounted to $5,721,511.

After allowing for the year’s normal depreciation and capital
additions, total fixed assets were $39,146,234, compared with
$37,784,957 for the previous year, an increase of $1,361,277
for the year.

The Consolidated Statement of Income and Earned Sur-
plus and the Consolidated Balance Sheet of the Corporation
at December 31, 1937, appear on the following pages:
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RADIO CORPORATION OF AMERICA
AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENT OF INCOME AND EARNED SURPLUS
FOR THE YEAR ENDED DECEMBER 31, 1937

Gross INcomk:

From Operations ..................cc.uu... $111,852,875.83
Other Income, including Interest and Dividends

from Investments ........c.cccevivinnn.... 786,621.95
ToraL Gross INCOME FROM ALL SOURCES. ... ...covvurnennn... $112,639,497.78
Less: Cost of Goods Sold, General Operating, Development, Sell-

ing and Administrative Expenses............. ceeeseeenee.  97,217,721.45

NET IncoMmE For THE YEAR (before Interest, Depraciation, Amorti-

zation of Patents, Goodwill and Federal Income Taxes)........ $ 15,421,776.33
Deduct :

Interest ........ ..o i $ 3801,829.63

Depreciation (Note 1).................... 3,067,788.57

Amortization of Patents (Note 2)........... 600,000.00

Amortization of Goodwill................. 310,000.00

Provision for Federal Income Taxes—
Normal Income and Excess

Profits Taxes ........... $2,071,300.00
Surtax on Undistributed
Profits ................. 46,000.00 2,117,300.00
TOTAL DEDUCTIONS .\ ivtite it ieeieeenecaecnarennnens 6,396,918.20
NEer ProFiT ror THE YEAR, TRANSFERRED TOo EARNED SURPLUS. . ... $ 9,024,858.13
EARNED SURPLUS AT DECEMBER 31, 1936. .....00vvenvennennnn.. 15,334,648.92
Deduct: $ 24,359,507.05
Dividends—
On Convertible First Preferred........... $ 3,157,512.05

On “B” Preferred (including cumulative
arrears to December 31, 1936 of $26.25

per share on 15,393 shares—$404,066.25) 481,031.25
On Common .......coveuiiinnnnnnnnnnn. 2,770,683.00
ToTaL DIVIDENDS ..........ccivuevnnn. $ 6,409,226.30

Other Charges—
Excess of Cost over Stated Value of 800
shares of “B” Preferred purchased and
retired ... $ 63,016.00
Credit to General Reserve (to charge to
Earned Surplus amount previously

charged to General Reserve)........... 1,358,359.73

$ 1,421,375.73
TOTAL DEDUCTIONS .. vvtviitinetet e inennnennnnnn. 7,830,602.03
EARNED SURPLUS AT DECEMBER 31, 1937 .« oo vueeeaneeeeennn, . $ 16,528,905.02

Note:
1. De;}redaition charged against operations in respect of manufacturing plants is based on the actvity
of each unit,
2. This covers proper amortization of all patents acquired since December 31, 1928, all acquired pre-
viously having been rcserved for out of Surplus prior to that date.
Operations of Foreign Subsidiary Companies are converted into dollars at the prevailing monthly
exchange export rates. [ 7 ]



RADIO CORPORATION OF AMERIC
CONSOLIDATED BALANCE SHEF

ASSETS
CURRENT ASSETS:
Cash in Banks and on Hand.................... $15,103,295.91
U. S. Government and Other Marketable Securities
(at the lower of Cost or Market).............. 106,845.06
Notes and Accounts Receivable (less Reserves of
$1,788,805.75) vttt . 12,329,812.94
Inventories (at the lower of Cost or Market)...... 11,818,755.65
TOTAL CURRENT ASSETS. . v\t vt vttt enemeeseeeeee e $39,358,709.56
NotEs aND AccouNTs RECEIVABLE MATURING AFTER 1938.......... 473,027.78

INVESTMENTS:

Radio-Keith-Orpheum Corporation
(In proceedings under Section 77B, Act of June
7, 1934) Represented by 605,73134 shares of
Common Stock (23%2%) and $4,983,327.50 of
Ten-Year Debentures (42% ), at Cost........ $7,215,747.00
An option, effective until June 80, 1938, has been
granted for the purchase of these holdings for the sum
of $6,000,000. This agrcement provides for the exer-
cise of the option to the extent of one-twelfth thereof
on January 3, 1938 (for which cash of $500,000 has
been received) and for an extension of the option on
the remainder until December 31, 1938 if a further
payment of $500,000 for another one-twelfth is made
prior to June 30, 1938.
Sundry Investments in and Advances to Associated
and Other Companies, at Cost (less Reserve of
$8,825,254.62) ... ... _1,585,596.67

TOTAL INVESTMENTS ..ottt 8,801,3438.67

Fixep AsseTs:
Factories, Radio Communication and Broadcasting
Stations, Warehouses, Service Shops, Offices, etc.—

Land, Buildings and Equipment, at Cost........ $82,123,191.91

Less: Reserve for Depreciation and write-down
of Fixed Assets......................... 51,156,061.94
$30,967,129.97

Patents, Contracts and Goodwill. ... $16,148,210.73
Less: Reserve for Patents....... 7,969,106.48 8,179,104.25

TotaL FIXED ASSETS. . ... .o i e i 89,146,231.22

DereErrED CHARGES:
Development—Television Field Test (the amount
expended in 1937, and included herein was

BBAT,T14.70) oot e $  943,704.58

Taxes, Insurance—DPaid in Advance, etc........... 650,328.54
TotaL DEFERRED CHARGES. ......... .ttt i, 1,594,033.07
TOTAL ASSETS . ot ottt et e e e e e et e e e e e e $89.373,348.25

Net Current Assets of Foreign Subsidiary Companies are converted Into dollars at the prevailing exchange
export rates at December 31, 1937.
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AND SUBSIDIARY COMPANIES
AT DECEMBER 31, 1937

LTABILITIES AND CAPITAL

CURRENT LIABILITIES:
Accounts Payable and Accruals........cooveeinennenennennnnn $10,719,273.46

OrHer LiaBiLITIES:
Notes Payable to Banks—

Due April 8, 1941............ $10,000,000.00
Due January 26, 1989........ 400,000.00 $10,400,000.00
Notes Payable to Others (Serial Notes Payable in
ten annual installments)..................... 456,526.34
ToraL OTHER LIABILITIES. .. ... ... ...ttt iiiinnnnnnnnn. 10,856,526.34

Reserve For CoNTINGENCIEs (after net charges of
$256,275.88 during the year, which include provi-
sion for an additional reserve of $164,778.39
against Sundry Investments)............................. . 2,493,471.55

GeNEraL Reserve (after an addition of $1,358,359.73
by transfer from Earned Surplus).......................... 6,109,067.10

Carrrar Stock:

$3.50 Cumulative Convertible First Preferred
No Par Value, Redemption Value
$100 per share—

Authorized— 920,300 shares
Issued — 900,844.8 shares
at a stated value of .. .................. $14,574,441.45

“B" Preferred Cumulative $5 Dividend
No Par Value, Redemption Value
$100 per share—

Authorized and Issued—15,393 shares
at a stated value of. ... ................ 329,631.33

Common, No Par Value—
Authorized—18,500,000 shares

Issued —138,881,016 shares
at a stated value of...... . .... ceneea .. 27,762,032.00
TorAL CAPITAL STOCK . . ...t ii ittt titeee i 42,666,104.78
EARNED SURPLUS ... ... it ittt 16,528,905.02
ToTAL LIABILITIES AND CAPITAL. . . ot vttt ee et se e e $89,.’iz3,34-8.25

The common shares shown above as issued include 27,559 shares reserved for issue to stockholders of prede-
cessor company. Funds were deposited in 1936 to provide for the redemption of the “A” Preferred Stock,
including such stock previously reserved for issue to stockl.olders of predecessor ccinpany.
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ARTHUR YOUNG & COMPANY
ACCOUNTANTS AND AUDITORS

RADIO AND CABLE ADDRESS 1 CEDAR STREET
“ARTHYOUNG"
NEW YORK

NEW YORK
CHICAGO
PITTSBURGH
KANSAS CITY
MILWAUKEE

LOS ANGELES
DALLAS

TULSA

LONDON, ENGLAND
PARIS, FRANCE

To the Stockholders of
Radio Corporation of America:

We have made an examination of the Consolidated Balance
Sheet of Rapio CORPORATION OF AMERICA AND SUBSIDIARY
Comranirs as at December 31, 1937, and of the Consolidated
Statement of Income and Earned Surpius for the year 1937.
In connection therewith, we examined or tested accounting
records of the Corporation and its Subsidiaries and other sup-
porting evidence to the extent we considered sufficient and
obtained all information and explanations requested by us
from officers and employees of the Companies. We also made
a general review of the accounting methods and of the oper-
ating and income accounts for the year, but we did not make a
detailed audit of the transactions. For certain foreign sub-
sidiaries, whose assets amount to 3.39, of the total assets, we
have accepted and incorporated in the consolidated statement,
after a scrutiny and review sufficient to satisfy ourselves as to
the accounting principles followed, the audited accounts pre-
pared by their public accountants as at either October 31st, or
November 30th, 1937.

In our opinion, based upon such examination, the accom-
panying Consolidated Balance Sheet and related Consolidated
Statement of Incomc and Earned Surplus, together with the
notes thereon, fairly present, in accordance with accepted prin-
ciples of accounting which have been consistently maintained
by the Corporation, its financial positicn at December 381, 1937,
and the results of its operations for the year ended that date.

New York, N. Y. Z “ % /g .
February 18, 1938.
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REVIEW OF OPERATIONS

Founded in 1919, the Radio Corporation of America has
completed eighteen years of pioneering effort to develop and
improve the uses of radio. Starting “from scratch,” RCA has
created a world-wide communications system with direct cir-
cuits between the United States and forty-three foreign coun-
tries, and with ships at sea. It has created a nationwide broad-
casting system of endless cultural possibilties, now rapidly
expanding its services by short-waves to all the world. It has
created essential instruments for radio transmission and recep-
tion of sound, of code messages, of facsimile reproductions,
and for recording and reproducing sound on records and on
motion picture film. It has created countless radio devices
indispensable to modern science, industry, medicine, and public
safety. It has created the basis for a system of electronic tele-
vision, forecasting the day when radio sight, added to sound,
will perform a useful public service. These achievements of the
past eighteen years stand as a tribute to the American tradition
of service in the public interest through private initiative and
ownership.

The year 1937 showed increased profits in all branches of the
Corporation’s business, due to the increase in business enjoyed
by the nation in the first three quarters of the year, and to
further economy and efficiency in operations coupled with an
effective promotional program.

Relations with Employees:

While the Corporation operates in sharply competitive
fields, it maintains the policy of paying its workers the highest
wages consistent with sound business.

To maintain and further the good relations which exist with
its workers throughout the organization, the post of Director of
Labor Relations was established. It has been ably filled since
last September by Edward I'. McGrady, who during the pre-
ceding four years was Assistant Secretary of Labor. Mr.
McGrady’s outstanding record of public service in this
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important field has won for him nationwide recognition and
confidence.

The Directors and Officers thank all the employees of the
Corporation for their loyal and eflicient service through the
year. Their able assistance in carrying out the 1937 program
is reflected in the figures of this report.

Organization and Man Power:

The success of any industry or company depends not so much
on machines as on men and women. The RCA organization
is made up largely of pioneers in radio, including scientists,
research workers, technicians, engineers and executive person-
nel whose experience and training have been gained in the
creation of a new enterprise. The present-day stature of RCA
is emphasized by the caliber of men, eminent in other fields,
who joined its ranks during the year. In addition to Mr.
McGrady, Dr. James Rowland Angell, lately President of
Yale University, became Kducational Counselor of the
National Broadcasting Company and assumed his new duties
on September 8th. Maestro Arturo Toscanini, world-famous
orchestra conductor, commenced on December 25th a series of
eleven concerts with the new NBC Symphony Orchestra for
the benefit of radio listeners. Radio’s service to the public is
enhanced in value and distinction by such personalities.

RCA Research Laborateries:

RCA has led continuously in technical development of the
radio art and industry, thereby creating new business and
increasing the use of resulting products and services. Research
expenditure, a substantial item in the cost of operations each
year, is a fundamentally necessary expense which has result=d
in numerous radio devices now in everyday use. Research has
contributed vitally to present-day communication and broad-
cast services enjoyed by countless millions throughout the
world. RCA’s program of research and development advanced
on many fronts during the year.
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Television: Ioremost, perhaps, in public interest was the
continued technical development of television. Improvements
in the RCA system of television in 1937 took place both in
the laboratory and in field tests under actual operating
conditions.

Engineering studies and investigations of the requirements
of a practical television system have already led to a ten to
twelve-fold increase in sensitivity of the Iconoscope—the elec-
tric eye or pick-up tube—and its associated equipment. This
improvement makes possible the reception of clearer and larger
images and extends the possibilities of television programs.

RCA developed mobile television units during 1937, for
pick-up of outside scenes remote from the studios. NBC will
use these units in the present year to augment its knowledge
of television program technique gained through having staged
about 130 studio demonstrations. Approximately 250 artists.
musicians and personalities participated in these demonstra-
tions.

Significant advances were made in 1937 toward determining
the fundamental standards for an American television system
to meet the requirements of our nation, with a territory of
3,000,000 square miles and a population of 130,000,000 people.
Our experiments with television in the past 18 months im-
proved the system by increasing its capabilities and efficiency.
thus enabling it to move closer to the inauguration of a televi-
sion service for the American home.

Radio Facsimile: 'The facsimile transmission by radio of
type matter, pictures and other visual material is another
achievement of laboratory research. Now there is active prepa-
ration for employing such a system for the transmission of news
bulletins and pictorial information from established broadcast-
ing stations to homes in their service areas. Plans are being
developed for “field tests” of such a service, and the RCA is
providing equipment specially designed for this use by broad-
casting stations.
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Broadcasting:

Sustaining and S ponsored Programs: The programs trans-
mitted over the National Broadcasting Company’s networks
are known as “sustaining” and “sponsored.” The former is
a service rendered at the expense of NBC to its listeners.
The latter are paid for by advertisers who utilize the facilities
of NBC and its associated stations.

An adequate service of sustaining programs could not be
furnished without the financial support made possible by the
sponsors of paid programs. On the other hand, a system of
nationwide broadcasting which confined its operations solely
to paid programs and excluded unpaid-for services now ren-
dered to the public in the fields of culture, religion, education,
government, discussion of public questions, etc., would not con-
form to the principles upon which the American system of
broadcasting is founded.

The ratio between the volume of sponsored and sustaining
programs varies with different stations and network systems.
There is no definite yardstick for measuring this ratio.
Nor is it practicable in the present state of radio develop-
ment to foretell whether the listener will be more interested at
a given time in a particular type of sustaining or sponsored
program.

To meet its ideals of public interest, convenience and neces-
sity, the National Broadcasting Company, the pioneer in estab-
lishing the American system of nationwide broadcasting, has
since its inception provided the listener with a wide variety of
sustaining programs of the highest order. It has thus obtained
for its networks the largest audiences. This in turn has enabled
the NBC to attract the largest volume of sponsored programs
from advertising clients.

While the NBC handles more sponsored programs and takes
in more revenue from advertisers than any other network sys-
tem in the world, it renders at the same time the largest volume
of sustaining program service. Of the total of nearly 20,000
program hours during which NBC was on the air last year,
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70 per cent consisted of sustaining programs and 30 per cent
were sponsored programs.

To mention but a few of the sustaining programs which
NBC presents there are the Metropolitan Opera, Damrosch
Music Appreciation Hour, and Town Meecting of the Air.
Religious programs include the National Vespers, the Catholic
Hour and the Message of Israel. In the field of science there
are “The World Is Yours,” “Science on the March” and
“Science in the News.”

Since its foundation eleven years ago NBC has been dis-
tinguished for leadership in music by radio, and has broadcast
to its nationwide audience the world’s greatest orchestras, the
finest chamber music ensembles and the best known choral
societies in the United States and abroad.

Through the Metropolitan Opera and Damrosch programs
NBC has stimulated the love and understanding of good music
among America’s school children as well as adults; afforded
tangible inspiration to young composers; taught and encour-
aged amateur musicians everywhere.

NBC Symphony Orchestra: In pursuance of its policy the
National Broadcasting Company during the year 1937 aug-
mented its regular house orchestra from 60 to 92 musicians,
creating the first full size, full time symphony orchestra to be
established by and for radio in the United States.

The new NBC Symphony Orchestra gave its first per-
formance on the air on November 2nd, under the direction
of Dr. Artur Rodzinski, Director of the Cleveland Symphony
Orchestra, who was followed by M. Pierre Monteux, the
noted French conductor. The world famous Maestro Arturo
Toscanini returned to this country upon the invitation of
the National Broadcasting Company, and on Christmas night
began a series of eleven weekly Saturday night broadcasts,
which have been acclaimed throughout the country and beyond
its borders as Radio’s greatest contribution to the cause of
good music.
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This undertaking on the part of NBC has brought forth
commendation from countless listeners, laudatory editorials
from many of the leading newspapers and journals and favor-
able reviews by practically all music critics of the nation. This
event has focussed public attention upon the NBC and its pro-
grams to an unprecedented extent. It is contributing pro-
foundly to the democratization of music culture in the United
States.

From a business standpoint, these exceptional programs
have not only increased the listening audiences of the NBC and
its affiliated stations, but they also have stimulated the response
of these listeners to radio’s advertising appeal. Besides this,
they increased the sale of finer radios, phonographs and rec-
ords.

The NBC Symphony Orchestra, now ranking with the
greatest orchestras in the world, is also available to net-
work advertisers, who will pay the NBC for the use of its
services.

Expansion of Facilities: During the year, 41 new stations
were added to the National Broadcasting Company networks,
bringing the total to 143 outlets. Technical improvements
were made in the 10 stations managed and operated by NBC
as well as in many of the 133 associated stations, independently
owned, which constitute the complete system. Extensive im-
provements and additions were made to the company’s studio
and plant facilities in Hollywood, Washington, Cleveland and
Philadelphia.

An important development in NBC’s international relations
was the expansion of short wave broadcasting to foreign coun-
tries. Programs in Xnglish, French, German, Italian, Spanish
and Portuguese languages are sent to Furope and various
parts of Latin America on a daily schedule of sixteen hours.
In 1936 the total of such programs was 184; last year it was
increased to 3,179. These programs are designed to promote
American goodwill, and to increase foreign interest in Amer-
ican made goods and services.
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Manufacturing:

Receiving Scts and Tubes: The RCA Manufacturing Com-
pany increased its business substantially in the domestic and
export fields during 1937. FElectric tuning, developed and
introduced by the RCA Victor Division, was the outstanding
contribution of the year to improvement of home radio receiv-
ers. Since its introduction with the slogan “Push a Button—
There’s Your Station,” RCA Victor has led the field with home
receivers incorporating an automatic, motorized, tuning fea-
ture. Important developments in metal tubes have added
greatly to tube life and performance, and have resulted in
lower costs.

RCA Victor Records: RCA Victor reports a 50 per cent
increase in the sale of symphonic and operatic phonograph
records and a 50 per cent increase in the sale of combination
radio and phonograph instruments during 1937. The company
directed special efforts to wider distribution of inexpensive
record playing devices which, connected to home radio
receivers, reproduce recorded music.

While the impact of radio broadeasting in its earlier years
disturbed the sale of phonograph records, technical improve-
ments in recording and reproducing processes, made possible
through radio research, have now restored the phonograph
and record to a firm position as vehicles of home entertain-
ment. Appreciation of recordings has been further stimulated
by broadcasting of standard as well as popular works. The
home library of recorded music is slowly but surely finding a
place in the household bookshelves.

RCA Photophone: This Division of the company substan-
tially increased its volume of business with motion picture pro-
ducers and exhibitors in 1937. The RCA “high fidelity” system
of sound recording and reproduction is now widely used
throughout the motion picture industry. The picture “Snow
White and the Seven Dwarfs,” produced by Walt Disney, is
but one of a number of important productions in which
the RCA Photophone system was employed. Technical
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improvements in this field by RCA engineers brought recog-
nition from the Academy of Motion Picture Arts and Sciences
in an award of merit and two citations of honorable mention.

Special Products: The Manufacturing Company also made
progress during the year in the fields of special engineering
products, such as police and aircraft equipment and apparatus
for special use in communication, testing and laboratory ap-
plication. The usefulness of cathode ray tubes as accurate
visual indicators in technical diagnosis and measurement was
extended to fields other than radio.

RCA engineers developed powerful loudspeakers which
project sound with remarkable fidelity over distances of a
mile and more. The area of effectiveness may be controlled
in much the same manner that the beam of a searchlight is
directed. These devices find application in stadia, beach
patrol, fire fighting, and marine service. A new, highly direc-
tional microphone works in reverse fashion, picking up distant
sounds to the exclusion of nearby noises. This will be useful
in broadcasting, for the pick-up of outdoor events, as well as
in motion picture sound recording and sound pick-up in tele-
vision studios.

International and Domestic Communications:

During the year R. C. A. Communications, Inc., handled the
largest volume of communications, both foreign and domestic,
in the company’s history. On New Year’s Day, 1938, the mau-
guration of service with Iceland brought the number of coun-
tries with which RCA now maintains direct international radio
communication service to a total of 43.

The RCA red-topped radio telegraph blank, long familiar
to organizations engaged in foreign commerce, is now being
used with increasing frequency in domestic telegraph service.
With RCA radio telegraph stations and offices located at
Baltimore, Boston, Chicago, Detroit, Los Angeles, New Or-
leans, New York, Philadelphia, San Francisco, Seattle and
Washington, R. C. A. Communications is benefiting from the
public use of domestic radio telegraph service, and its
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international service has been made more readily available in
these important centers.

Radiograms intended for transmission to foreign countries
or to ships at sea may be filed not only at the offices of R. C. A.
Communications but, when marked “Via RCA,” may be filed
at any oflice of the Western Union Telegraph Company.

R. C. A. Communications handles all the “radiophotos”
printed in American newspapers. It carries into the United
States the great majority of foreign broadcast programs heard
in this country through American broadcasting stations.

A program of plant improvement which continues into the
present year resulted in the installation of new and improved
cquipment in the stations of R. C. A. Communications, Inc.
This program provides for the practical application in public
service of the improvements and inventions created by the
RCA research laboratories.

In 1937 the communication company dispensed with the use
of wires to connect the central operating office in New York
City with its radio transmitters in New Brunswick, N. J. Con-
trol is now effected by ultra-short radio waves. This new radio
facility is an outgrowth of a previous RCA development which
provided the first ultra-short wave circuit between New York
and Philadelphia.

Marine Radio:

The Radiomarine Corporation of America had an active
year in 1937. It handled a greater volume of messages between
ship and shore, and increased its equipment business. The
RCA marine unit services more than a thousand vessels under
contract and last year furnished major items of equipment
to 1481 ships.

The Company developed an automatic radio alarm, which
will receive an emergency signal from another ship at times
when the radio operator is off duty, and call him to his post
by bells and lights in his cabin, and on the bridge. During
the few months that these devices have been in operation there
have been several instances in which they rendered valuable
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service. In one case, an automatic alarm received an emer-
gency signal from a ship more than a thousand miles distant.
The alarms on many other vessels much closer by also picked
up the call. All passenger ships have a radio operator con-
stantly on watch, but a passenger ship may not be close to the
scene of an emergency.

The automatic radio alarm makes it possible for all ships
in a given area—cargo as well as passenger—to become 1n-
stantly aware of ships in distress that call for assistance.

In 1937 Radiomarine entered the field of marine radio tele-
phony, and produced for shipboard use equipment adapted to
the transmission of either telegraphic or voice signals. The first
of several projected installations of this equipment was made
on the Matson liner “Matsonia” in transpacific runs. Com-
munication with places on land is accomplished through regu-
lar telephone facilities.

RCA’s further expansion in the marine field last year
included new, compact equipment for use on pleasure craft and
other small boats where space is at a premium. A small radio
direction finder was introduced, as well as radio telephone
equipment. New receivers of various classes were developed,
and many installations were made of specially designed radio
telegraph transmitting equipment which operates with equal
facility from the ship’s electric service, or from a storage bat-
tery. The aid of such improvements in safeguarding life at sea
is vitally important.

Technical Training in Radio:

Not every young man who aspires to a technical career in
radio can have the advantage of a college education. To help
such persons toward a realization of their ambitions R.C.A.
Institutes provides instruction in the theory and practice of
radio and electronics. The school has been in continuous opera-
tion for many years.

Enrollment of students in 1937 exceeded all previous rec-
ords, with a total of 904 students, notwithstanding a continued
increase in entrance requirements and lengthened courses.
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The faculty is currently preparing to teach the theory and
practice of television in a new course which it is planned to
nstitute in 1938. In this, as well as in other phases of instruc-
tion, the Institutes will have the benefit of technical advice
from all RCA research and technical groups.

Technical Press: During the year the R.C.A. Institutes
Technical Press, inaugurated in 1936, made further important
contributions to technical literature of the radio art. The RCA
Review has already achieved a circulation considerably greater
than many older journals of radio engineering. Other publi-
cations of the Technical Press have also found wide circulation.

Promotion of RCA’s Products and Services:

RCA pursues an aggressive policy in promoting its products
and services in each field of operations, furthering the use of
all radio products and services which extend the radio industry.
It competes vigorously in all markets, to make the goods and
services of RCA the first choice of the consumer.

Integration of RCA’s advertising efforts have been produc-
tive in increasing the volume of sales of its various products
and services. RCA sponsors a commercial program—The
Magic Key of RCA—over its NBC nationwide network every
Sunday afternoon, when radio listeners in this country and
abroad hear about the RCA organization, its developments,
its products and its services.

Other great media for advertising and promotion are also
used. National magazines, newspapers, trade papers, direct-
by-mail, etc., continuously call consumers’ attention to RCA
products and services. During the year a large electric sign
was erected on the seventy story RCA Building to establish
RCA as the symbol of radio in the minds of New York City’s
vast resident and transient population. Plans were made for
effective representation of RCA at the New York World’s
Fair in 1939.

Changes in Directorate:
It is with profound regret that we report the deaths,
in 1937, of two Directors, Mr. Frederick Strauss, and
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Mr. Newton D. Baker. These gentlemen served the Corpora
tion ably and loyally for a number of years and their passing
is deeply regretted by all their associates.

The vacancies in the Board have been filled by the election
as Directors, of General Charles G. Dawes and Mr. Gan
Dunn. General Dawes, former Vice President of the Unitec
States, author of the Dawes Plan and Ambassador to th
Court of St. James’s, has a long and distinguished record o
public service as a soldier, statesman, financier and adminis
trator. He is a native of Marietta, Ohio, and is Chairman o
the Board of the City National Bank and Trust Company o
Chicago. Ie brings to RCA a wide experience and an under
standing and appreciation of national and international affairs

Mr. Dunn is a native of New York and holds engineerin;
degrees from the College of the City of New York and Colum
bia University. He is the President of J. G. White Engineer
ing Corporation and is also President of Cooper Union, and
Trustee of Barnard College. He is a member of Secretar;
Roper’s Business Advisory Council and several years ago wa
appointed by President Roosevelt a member of the Scienc
Advisory Board. Mr. Dunn has followed the developments o
the radio art for many years and is thoroughly familiar wit
radio research and engineering. He is a past president of th
American Institute of Electrical Engineers, from which h
recently received the Thomas A. Fdison medal “for distir
guished contributions in extending the science and art of elec
trical engineering, in the development of great engineerin
works, and for inspiring leadership in the profession.”

Cooperation with Government:

The Radio Corporation of America has always cooperate
with the various Departments of our Government in rad
communications and research, as well as in the design and mar
ufacture of radio equipment suited to its special purpose
Many members of RCA’s executive staff and operating pe
sonnel are also Reserve Officers, and in the event of a nation:
emergency or catastrophe the facilities of the Corporatio
can be made instantly available for the use of I'ederal agencie
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Stockholders:

The stock of Radio Corporation of America is held by nearly
a quarter of a million stockholders residing in every state of
the Union. More than half of these stockholders own ten
shares or less. No individual owns as much as one-half of one
per cent of the total amount of stock outstanding. Communi-
cations from stockholders, containing their comments and
suggestions on matters relating to the business of the Corpo-
ration are welcomed by the management. Distributed as they
are throughout every state, RC A stockholders are an important
source of information on local conditions, trends and oppor-
tunities. They are also customers, and can render valuable
assistance to the Corporation in its promotion program by using
and interesting their friends in RCA. products and services.

Annual Meeting:

The annual meeting of RCA Stockholders will be held on
Tuesday, April 5th, at 11 am. in the RCA Building, New
York City. The business of the meeting will include a review
of the year’s activities by the President, and the election of
Directors.

All Stockholders who can be present are invited to attend the
meeting. Due to the widespread holding of RCA stock, those
Stockholders who do not plan to attend the meeting are urged
to send in their proxies, regardless of the number of shares heid
by them, in order that the presence of a quorum may be assured.

For the Board of Directors:

James G. Harsorp, Chairman
Davip SarNorr, President

New York, N. Y., February 26, 1938.



From the Minutes of the Board of Directors;
Meeting of July 23, 1987

HE President stated that he was grieved to

announce to the Board the death of the
Marchese Guglielmo Marconi on July twentieth,
nineteen hundred and thirty-seven.

Thereupon the Board, by a rising vote, unanimous-
ly adopted the following resolutions:

RESOLVED, that the Directors of the Radio Corpo-
ration of America have learned with profound
sorrow of the death of the

Marchese Guglielmo Marconi

that by his death the world has lost a distinguished
and inspiring leader, the art of Radio, which he
established, has lost a great genius and eminent
scientist and the Directors and Officers of the
Radio Corporation of America have lost a well
beloved friend and associate.

RESOLVED, that a page of the minute book of this
Corporation be set apart in honor of his memory
and that these resolutions be spread thereon; and

RESOLVED FURTHER, that a copy of these resolu-
tions be sent to his bereaved family as an expres-
sion of the deep sympathy of this Corporation’s
Directors and Officers.
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