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date; it shows that throughout that period, for 5 of those Iyears, IDS
lost money from distribution in 8 of the 5.years, made a s ight profit
in 2 of the 5 years, and in 1967 so far ig again in a loss position.
Out of a total gross income from the sales load, from the commission
charges of over $172 million during that period, the net income to
IDS was $65,000. It becomes abundantly clear that there is no profit
to IDS from the distribution of funq shares, notwithstanding a maxi-
mum of 8 percent sales load as the starting point, O g
- Mr. Kerra. Except of course s you get additional funds over which
ou can—-— ‘ g e
B Mr. Lorrrrer, From the management fee ?
Mr. KerrH. Yes. L i ~ R
Mr. LorrrLer. We do realize a profit from the management fee,
Otherwise, we would not even be in the businegs, e
Mr. Kerra, This is the kind of point T have been making right along

through these hearings, that the genesis and the sustenance of these

mutual funds is in the investment company, i i
Mr. Lorrrrer, Yes, sir; and this isa,rsugject which T would like to
get to as a separate point. Perhaps T could get to it later unless you
would wish me to get into it at this moment, it e
Mr. Kerra. Not at all., Go ahead. ol T e
Mr. Lorrrrug. The question on the distribution side that immedi-
arises in view of this result to IDS is what do our sales repre-
sentatives make, since the major expense is the eommission to the
- sales force, the sales representatives and thejp supervisors, Are they
making exorbitant or excessive incomes ? L e
On page 14 of the statement, is the average income of the sales
representatives of IDS and of the district sales managers of IDS for
the period from 1962 to date. : ‘ ‘
: 'TF})le difference between g, sales representative ag shown there and g
district sales manager is that a district sales manager will spend ap-
proximately 50 percent of his time in sales and about 50 percent of his
time supervising other sales representatives, generally an average of

~As an actual matter and in practice, what happens is that the sales
representatives, those who are qualified and able, Naturally move on to

ecoming district saleg managers, because $8,000 normally will not
retain a good man on 3 bermanent basis, and that is the pbrogression
‘which occurs, S '
" The entirety of the point which I wish ¢ make from this is that it
is abundantly” clear that the reason for the Jeye] of our sales loads is
strictly a matter of economic necessity, Tt is g matter of the economics
of distribution, the amount which ig necessary to maintain an ade.
quately compensated and an adequately trained and a properly super-
vised sales force, - R S

I might say that we would be happy, too, if we could cut that max-

imum and reduce it, It would be good business and we would liketo do




