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Lf the salesman succeeds In making a substantial sale.of shares, he may
also offer the voluntary plan for share accumulation accounts as an
additional service—ag %, convenient open account, or even as a plan
brogram for future accumulation, Sometimes, he is disappointed in
an effort to make a substantia] cash saleand will end up by selling only
a Volunt-ary plan. : ‘ L
The contractual plan salesman, on the other hand, is willing to

report itself, which states that the average sale of g contractual plan
requires three visits and the expenditure of a total of 3 to 4 hours by
the salesman. Clearly, the investor who requires 3 to 4 hours of educa-
tional effort is not the one who walks into a, brokerage house office and
says that it occurs to him that he needs g monthly investment. plan
with diversification and professional Mmanagement, and one that offers
him a hedge against inflation. : ,

Where the contractual plan is not available, however, most of these
people are never approached by a salesman and never have the oppor-
tunity to accumulate capital through periodic investment in American
business. ' , i :

Nor does the voluntary plan offer the same stimulus to systematic
investing which is created by the front-end load feature of the con-
tractual plan. This point was raised by representatives of the Associa-
tion of Mutual Fund Plan Sponsors with the SEC staff in August
of 1963 when the “Report of the Special Study of Securities Markets”
was released. Association representatives then suggested that the SEC
staff make a, study of voluntary plans to see whether they could estab-
lish the extent of persistency of payments in voluntary ‘plans as con-

trasted with contractuals, This is something that was not done.
- This is something they did not do, but we have assembled sufficient,
figures to establish beyond question that contractual plans are much

thanare voluntary plans. _ \ .

For example, in the case of one mutual fund in g 3-year period
studied, there were an average of 7.9 payments Eer Year per account
on contractual plans, as against an average of eight-tenths of one pay-
ment per account on the voluntaries; that is in the same fund, Ang
in the case of another mutual fund in the same 3-year period, the dis-
‘crepancy was still greater—an average of eight payments on con- -
tractuals, as against an average of seven-tenths of one payment on
voluntaries. There are additiona] studies to a similar effect with which
I will not burden you in Iy oral presentation. \

If I might digress for just a, moment again, the message is clear, T
think. Modification of the front-end load will reduce the stimulus to
regular investing at great harm to investors,




