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THE EMPIRE OF
HIGH FINANCE
By VICTOR PERLO

Four great banks and insurance companies
have more assets today than all financial
institutions had in 1912. Ten industrial cor-
porations make more taxable profits yearly
than all did in the boom year 1929. The
foreign empire of American high finance
now exceeds in value the combined national
income of Canada, Britain and the Nether-
lands. War industry and foreign invest-
ments combined account for one-half the
profits of the American super-trusts.

These are some of the facts, with far-
reaching implications for the American
people, which are uncovered and analyzed
in this book. But the main concern of the
author is to show how the monopoly giants
are grouped in great financial empires.
He traces the spider web of complex cor-
porate and financial relations to expose the
real position of the principal interest groups
that stand at the peak of the entire eco.
nomic structure and control it. Each is
clearly defined in terms of monopoly con-
trol and influence—the Morgan group, the
Rockefellers, du Ponts, Mellons, National
City Bank and the lesser Wall Street
groupings. The position of important sec-
tional groups, such as the Midwestern, the
Californian and Texas millionaires, are also
studied in relation to the peak financial
centers.

In the process of uncovering the inner
connections of the multi-billionaire families
and their banks and corporations, Mr. Perlo
details the various modes of corporate
control and the workings of the entire big
business structure. He examines the changes
in monopoly relations, analyzes the battles
and shifts among the tycoons, and advances
new concepts toward a better understand-
ing of contemporary American finance
capital.
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He probes the grand merger of monopoly
and government at Washington and indi-
cates its implications for the American peo-
ple and world politics. Based on extensive
research and careful scholarship, replete
with analytic tables, charts and detailed
appendices, this book takes apart the
dream-world of "People's Capitalism," spun
by Madison Avenue hucksters, and tells the
story of streamlined monopoly and vested
interests grown larger and more powerful
than ever.
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Part One: Structure

CHAPTER |

Introduction

FouR BANKS AND 1nsurance companies have more combined assets today
than all American financial institutions did in 1912, Ten industrial
corporations make more taxable profits than all such companies did
in the boom year 1929.

Monopoly!—ever larger, ever more powerful, looming over the lives
of the people. Small businessmen, their share curtailed and areas of
operation narrowed, operate under its terms and are transformed into
its hired managers. Farmers are impoverished by its price scissors and
squeezed off the land by its mortgages. Each year millions of workers
suffer periods of unemployment as corporate giants shut down plants
in slack periods. Old communities become ghost towns when corporate
head offices in New York decide to move their main industries to
low-wage areas.

Monopoly!—all pay it tribute through labor, through rising prices
and debts, through taxes levied under its rules and mainly for its
benefit. And hundreds of millions residing abroad in the economic
grip of American big business pay their toll into the same coffers.

Monopoly!—destroying the security of all. How safe is the famous
“f%merican standard of living” in an economy teetering between the
brinks of war and depression? These twin evils of modern times have
not been cured by the growth in monopoly power and technique, but
have been rendered more devastating than ever before.

The fight against entrenched wealth has been a central theme of our
country’s political history. At the start Thomas Jefferson, advocate of

ocratic government, stood for an independent citizenry of farmers
md artisans, untrammeled by centralized financial and merchant
Capital. His antagonist Alexander Hamilton, the monarchist, stood for
rule by banker, merchant and manufacturer, with government their

11



12 THE EMPIRE OF HIGH FINANCE

servitor. The contest between the social forces these men represented
continued for decades. The democrats at first won the political vic-
tories, contributing much to the rapid growth of the country, to what
is good and healthy in our traditions and institutions. But they could
not win final economic victory. The logic of capitalism dictated that
small enterprise should give way to large, that independent farms and
factories should be squeezed by great banks and railroads.

Industry multiplied after the Civil War, and soon monopolies
appeared in oil, sugar and railroads, dwarfing anything dreamed of by
the Hamiltonian empire-builders. The newest social class, the factory
wage-earners, wow became prominent politically. Gathered by the
thousands on the job, onerously oppressed over a 12 to 14-hour working
day, labor strove for organization and for means to deal effective blows
at monopoly. The general strike of American workers for the 8-hour
day, on May 1, 1886, is celebrated all over the world as a landmark in
the modern labor struggle.

Millions advocated new and radical doctrines, which attacked the
sanctity of concentrated private property—Populism, the Single Tax,
Socialism. Anti-monopoly forces obtained great influence in the Dem-
ocratic Party, and came close to national electoral victory in the 1896
campaign of William Jenrtings Bryan.

The fight was lost, but its imprint on American life remained.
Congress passed an anti-trust law establishing an official policy against
monopoly. True, it was passed as a concession to the public, and its
enforcement has been sidetracked by defenders of vested interest con-
trolling the government. But even the most reactionary Administrations
have had to pay tribute to the vitality of anti-monopoly sentiment in
America by lip-service to free competition, and by a pretense of
“vigorous prosecution” of monopoly.

In this century the anti-monopoly movement gathered strength in
the Socialist Party slogan “Let the Nation Own the Trusts,” in the
political campaigns of the Bull Moose and La Follette Progressive
parties, and finally in the New Deal of the 1930’s. For the first time
labor succeeded in organizing powerful, lasting unions embracing the
majority of workers in trustified heavy industry. With this backing,
President Franklin D. Roosevelt’s Administration put into effect a
whole series of anti-monopoly measures, including humanitarian re-
forms designed to protect labor and farmers from destitution and
unrestrained exploitation.

But the economic domination of monopoly was not shaken. As
events soon showed, big business emerged from the Second World War
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more powerful than before. New Deal efforts to “drive the money-
changers from the Temple” were inadequate in concept, in content,
and in enforcement.

They started from the traditional concept of supporting scattered pri-
yate enterprise against concentrated private enterprise. But, while small
business exists and will continue, its subordination and defeat is com-
plete and final. The centripetal forces of capitalist economy, spurred by
modern technology, spell its doom.

New Deal measures were limited in content to attacks on particular
malpractices, but did not menace the basic structure of centralized
control. The engines of vested interest, skirting the roads that were
blocked, moved onwards through the many other roads in the dense
network of interlocking connections they had established, and rushed
to completion new roads paved smoother than those closed off.

The reforms were limited in enforcement, first by the protection
given to monopoly by the courts, and then by the capture of the
responsible administrative posts in the new regulatory agencies by
reprc§entatives of the very forces these agencies were supposed to
restrain.

During and since World War II the anti-monopoly battle has been
at a low ebb. That it will revive, multiplied in strength and effective-
ness, is an historical certainty. Indeed, there is almost universal agree-
ment that the people will not go through another major depression
without insisting on changes much more fundamental than those of
the 1930’s. War or threats of war, large-scale military production and
activity, have become a continuous feature of the system. With the
knowledge of modern weapons and their destructiveness sinking into
the consciousness of the people, they will not long tolerate this Sword
of Damocles hanging over them.

The fact that a few hundred or at most a few thousand men of
Wc'alth determine the destinies of the nation, and are guided in so
d(?mg by the overriding principle of increasing their own profits,
W_lll some day become clear to the public. And the American people
Will not indefinitely tolerate economic royalism any more than they
would political monarchy.

But what can we do about it? If previous attempts failed to prevent
Monopoly from growing bigger and stronger, what guarantee is there
thgt history will not repeat itself?

One requisite is to understand the nature of the empire of high
Jnhance, This is all the more important nowadays because the public
Is asked to believe that the system has been completely transformed.
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We are exposed to distortions in newspapers and broadcasts, in the
speeches of politicians and the books of professors. Is a great company,
employing hundreds of thousands of workers and accounting for more
than half the total output in its field, a monopoly? Heavens, no! It is
2 public corporation owned by the multitudes. Is it run for private
profit? The profits are merely incidental. It is run for service to the
consumer.

Is 2 New York bank with billions of deposits, with ties to thousands
of small banks all over the country and to even larger insurance
companies, with directors on the boards of a hundred corporations, a
pinnacle of unrestrained power? No longer. It is a well-behaved and
modest financial agent of the depositing public and of national financial
policies.

Is a man owning, with his family, billions of dollars worth of
corporation shares a robber baron and an economic royalist? Not
today. He has been transformed into a philanthropist and an industrial
statesman. Is it true that Senators are bought by vested interests, and
that the Executive is infested with those placed there by the upper
crust and taken out of the top drawer? Don’t believe it. Government
is hostile to business, and its regulations assure against all abuses.

Do we live under capitalism, a capitalism which has long since
reached its monopoly stage, which has been replaced by socialism in
some countries, and which is threatened by the same fate in many
others? Not us. We have something entirely different, strictly Amer-
ican. We have a “People’s Capitalism,” in which the common man
owns the great corporations, poverty is eliminated, and the rich man
is taxed down to the level of the mass—or so we are told.

Sophisticates may laugh, but the arguments must be answered. For
the theses of “People’s Capitalism” are proclaimed through all chan-
nels of communication. They are produced with the slick tricks of
modern advertising. They are sometimes backed with seeming docu-
mentation as impressive as it is distorted. And they have confused,
confounded, and misled millions. They have won partial, if begrudging
acceptance, even from conscious foes of monopoly. Some have been
unable to see through all the tricks of propaganda, or to resist the
blandishments of theories sanctified by the most respected academic
circles and repeated so frequently as to acquire the status of dogma.

What has really happened since the turn of the century, when the
newly formed steel trust appeared to be the ultimate in monopoly,
and since the years of frenzied finance which culminated in 19297
Actually the share of the giants has increased, and concentration has
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pecome the rule in many fields formerly left to smaller enterprise.
Monopolistic devices have become more effective in keeping out or
climinating competitors, and in making products more expensive to
the public.

The power of monopoly has extended far beyond our own borders.
Tens of billions of dollars invested in all capitalist countries, and
backed by the armed might of hundreds of foreign military installa-
tions, yield billions in additional profits yearly to the very largest trusts.

The ties which interlock the monopolies have become tighter and
more complex. The control of corporations is more and more central-
ized in knots of financial power—the banks and allied institutions, and
the banker-industrialists and industrialist-bankers who run them. Con-
trol itself has become an object of major importance, bringing forth 2
rate of profit many times that accruing to the ordinary investor.

Those in the main positions of control determine the destinies of
tens of corporations employing millions of workers. Eight prime cen-
ters of power have emerged, dividing among themselves most of the
major companies and most of the profits. Through command of these
systems, a few families have acquired wealth beyond all previous
reckoning; they have become, literally, multi-billionaire families.

These empires of high finance do not have fixed boundaries. United
in plunder, the rulers are rarely long agreed on its division. The
interests of one group extend into the areas of others, and many
corporations are divided in control. Corporate raids and mergers break

out of the continuous behind-the-scenes maneuvers, through which

boundaries of empire and power balances are shifted. The battles for
supremacy embrace political as well as economic means, and involve
major government policies affecting the entire population.

For the government and the main political parties have become
increasingly merged—or submerged—in this corporate power structure.
New forms of big business organization and operation have arisen, in
which the line between “private” and “government” is indistinct. This
“trend is associated with the militarization of the entire economy.

Military necessity” becomes the excuse for the most outrageous use

of government power to advance private profit interests. Military
bmlﬂFSS has become permanently important to many industrial cor-
Porations, and to the big banks and insurance companies absorbing
Interest from the war-swollen government debt.

Washington, Incorporated, has become the alter ego of Wall Street—
With a common board of directors. Positions on the Washington board

me the most lucrative prizes in the battle for larger business
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empires and profits. With military business at the core of government,
and foreign investment the source of extra profits for the plutocracy,
control of foreign policy has become the pivot of the power struggle.
Political rule by big business centers around the ominous issue of war
or peace, with its alternatives of atomic death or survival for the
population.

This vast corporate-government structure is not operated in a planned
and unified way. It works chaotically, under economic laws which the
rulers of monopoly are powerless to abjure. It is subject to economic
crisis, and is affected by international political crises, by domestic
opposition, and by conflicts of interest among the ruling groups.

The whole giant network of corporate monopoly, involving the
mechanically integrated labors of tens of millions, is run for one basic
object: the realization of private profits by those in the positions of
control. This object is out of harmony with the interests of the millions,
renders impossible the smooth functioning of the entire machinery,
and undermines the biggest boom in history. An old contradiction,
this has grown to monstrous proportions with the extreme centraliza-
tion of economic power.

Its effects are felt in the strain and stresses of the cold war, in such
political perversions as the witchhunt and segregation, in poverty and
human suffering here and abroad. These evoke resistance, better
organized on a world scale than ever before. Internationally this
resistance has warded off, for the moment, the danger of hydrogen
war. At home it has improved the conditions of millions of people,
and set limits to the exploitation of labor and the oppression of
minorities.

But these checks are temporary. A fundamental change is needed
to permanently avert dangers to the people, and to realize the unlim-
ited possibilities for the good life inherent in the mechanical advances
of society and the growth of scientific knowledge.

My previous book on American imperialism* examined present-day
monopoly capitalism primarily in its international aspect, as a system
of foreign expansion and aggression, and as the main source of the
war danger following World War 1II.

The present volume concentrates on the domestic structure and
operations of monopoly capitalism. This is a big subject, and the book
does not treat all of it. The cartels and price-fixing arrangements, the
methods by which distributors are subordinated to manufacturers, and

* American Imperialism, International Publishers, 1951.
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farmers O Processors, have been well covered in many works. They
are not emphasized here.

Attention is focused on the most decisive, and most confused and
obscured, aspect of economic concentration, finance capital. By this is
meant the linking of banking and industrial monopolies and monop-
olists into super-monopolies which tower over even the greatest of the
industrial combines.

Popular opposition to monopoly has traditionally seen this as the
key, and concentrated its fire against the “money power,” against
«Wall Street.” Farmers saw the bankers depriving them of their
livelihood through mortgage foreclosures. Weaker manufacturers saw
how New York financiers organized the trusts that strangled them.
Workers saw how the golden network broke their strikes, bringing
into play the press, police, troops, and credits to the employers.

Part One of the present volume deals with the relations between
finance and industry, the character and fruits of corporate control, the
functioning of different kinds of financial institutions in the power
network, shifts in influence and battles for control among the high
and mighty.

Part Two deals with the main financial empires, the scope and par-
ticular characteristics of each, their alliances and conflicts, the changes
in power among them and the reasons therefor.

Part Three deals with the relations between government and big
business, the financial rulers as directors of the affairs of state, the
competition for leadership in this respect, the fabulous mushrooming
of the world empire of American high finance, and the impact of this
on vita] issues of foreign policy.

It is the aim of this book to increase public understanding of the
structure and operations of American monopoly capitalism. As this is
written, there are signs of a resurgence of anti-monopoly sentiment,
reviving the great anti-trust traditions of the American people. Today,
the people can prove more effective than heretofore in reducing the
Power and profits of monopolies, and thereby can safeguard their own
hve_lihOOds, liberties, and lives from the harmful effects of modern
c“P‘tilli_srn and its policies. In the process, they will find the road to

ultimate elimination of private monopoly in America.



CHAPTER I

Wall Street Still Rules

THE creEaT WAVE of mergers at the turn of the century stimulated an
outpouring of literature which exposed the operations of the trusts and
their financial promoters. The works of Gustavus Myers, Ida Tarbell,
Charles Edward Russell, H. D. Lloyd, Lincoln Steffens, Frank Norris,
Louis Brandeis, and others aroused the indignation of millions at the
methods used by the trust builders. The approach was typified by the
title of Russell’s Lawless Wealth. Disdaining traditional laws and
standards of behavior, the “robber barons” were plunging ahead to
take the profits and control the policies of the entire economy.

These writers were known as “muck-rakers.” They were not, how-
ever, dealing in petty filth. They were disclosing a historical process
whereby a few men took to themselves the wealth built by an entire
nation. Some writers in this tradition did not fully realize that the
masters of capital were more than “robbers” and “conspirators.” They
were also agents of a historical process in which this robbery became
the law and order of economic life.

Capitalism became transformed into monopoly capitalism. The rules
and procedures of economic life were revised and adapted to the needs
of monopoly.

CONCEPTS OF MONOPOLY STRUCTURE

A deeper understanding was necessary so that people could know
where they were and where they were going, so that they could learn
how to deal effectively with the problems created by monopoly
capitalism.

An approach to this was made by John Moody, a chronicler of the
feats of the trust builders, rather than a critic. In 1904 he published

18
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The Truth about the Trusts, which drew the lines of financial control,

lishing the domination of the many industrial trusts by a handful
of Wall Street centers. The broad sweep of financial empires, and a
summary of their methods of operation, were described by the Pujo
Committee of the House of Representatives following an extensive
jnvestigation in 1912-13.

The fuller elaboration of the theory of modern monopoly was Fhe
work of Europeans, who studied its operations in many countries.
The English liberal, J. A. Hobson, showed that modern r_nor.lopoly
was “imperialism,” that it included the conquest and exploitation of
weaker countries, with highly significant effects on life in the “mother”
countries. Rudolf Hilferding, the Austrian Marxist, developed the
theory of “finance capital,” showing the role of the great banks as the

moters and key factors in monopoly, and stressing the “personal
union” between banking and industrial monopolies. V. I. Lenin, the
Russian revolutionary, drew together these lines of analysis in a short
work called Imperialism, the Highest Stage of Capitalism. Lenin
viewed monopoly as a world system, a stage of capitalism featured by
war and decay, which would inevitably be replaced by socialism.
Prophetically, he wrote this book a year before the Russian revolution.

The European theoretical works, in turn, influenced later analyses
of concentration in America. The great crisis of the 1930’ stimulated
the most serious research into the causes of the disaster. Among the
products were works explaining the operations of American monopoly
as a system, rather than as an aberration.

Matthew Josephson, in a series of historical books, showed the con-
nections between economic monopoly and political monopoly in
America, He laid bare the anatomy of a democracy corrupted by
systematic financial controls, but showed this also as part of a process,
rather than as a narrowly conceived conspiracy.

Harvey O’Connor, John K. Winkler, and others wrote a series of
exposés of particular financial groups. While in the muck-raking tradi-
tion, these works rose above it. They presented the role of monopoly
more fully. Pre-World War I writers stressed the tribulations of small
business squeezed by monopoly. O’Connor showed that labor was the
main victim, and had the power to lead in curbing monopoly. His
works were geared to and helped the valiant campaign of American
labor to organize the open shops of steel, auto, and other key industries.

The outstanding theoretical work of the 1930°s was Anna Rochester’s
Rulers of Amevica which examined the relationship between finance
and industry, and the structure of monopoly control as it then existed.
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Miss Rochester’s book set the stage for more detailed analyses by
New Deal Government bodies, particularly the National Resources
Committee, in whose work Paul Sweezy played an important role,
and the exhaustive hearings and reports of the Temporary National
Economic Committee (TNEC).

Franklin Roosevelt established this body to investigate ways of more
effectively combating monopoly. Chances of its findings bearing imme-
diate fruit were dashed by the outbreak of World War IL

But these scientific works of the 1930’s contain much that ‘will be
useful when the American people again approach the task of dealing
with monopoly power. And they led to a much wider public knowl-
edge of the true scope and character of big business than had formerly
prevailed.

A great war, an enormous extension of the influence of American
monopoly, and a doubling of its industrial plant, has brought signifi-
cant changes. Twenty years after publication of Rulers of America,
with anti-monopoly battles of even greater consequence than those of
the New Deal period in the offing, a fresh look and an attempt at a
fuller understanding of the economic and political workings of big
business are in order.

FINANCE CAPITAL

In the thinking about this subject, there has been a common thread
of understanding among serious students of different political view-
|

points and nationalities.
Moody, the admirer of Wall Street, anteceded the term, finance
capital, but the idea was clearly there:

Therefore, viewed as a whole, we find the dominating influences in the Trusts
to be made up of an intricate network of large and small groups of capitalists . - .
all being appendages to or parts of the greater groups, which are themselves
dependent on and allied with the two mammoth or Rockefeller and Morgan
groups. These two mammoth groups joindly . . . constitute the heart of the business
and commercial life of the nation, the others all being the arteries which per-
meate in a thousand ways our whole national life, making their influence felt in
every home and hamlet, yet all connected with and dependent on this great central

source, the influence and policy of which dominates them all.t

Lenin, the Marxist, put it in this way in his description of the
features of imperialism: “The merging of bank capital with industrial
capital, and the creation, on the basis of this ‘Ainance capital,’ of 2
‘financial oligarchy.””
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The banks have been transformed from “modest intermediaries”
into:
werful monopolies having at their command almost the whole of the money

capital of all the .capitalists and small business men and also a large part of the
means of production and of the sources of raw materials of the given country and

in a number of countries. . . .

Finance capital, concentrated in a few hands and exercising a virtual monopoly,
exacts enoOrmous and ever-increasing profits from the floating of companies, issue
o stock, state loans, etc., tightens the grip of financial oligarchies and levies
tribute upon the whole of society for the benefit of monopolists.®

The reform President, Franklin Delano Roosevelt, wrote: “Among
us today a concentration of private power without equal in history is
growing.”

After presenting statistics concerning the growth of monopoly in
industry and wealth, he went on:

Even these statistics . . . do not measure the actual degree of concentration of
control over American industry.

Close financial control, through interlocking spheres of influence over channels
of investment and through the use of financial devices like holding companies
and strategic minority interests, creates close control of the business policies of
enterprises which masquerade as independent units.

That heavy hand of integrated financial and management control lies upon
large and strategic areas of American industry. The small businessman is unfortu-
nately being driven into a less and less independent position in American life.?

RISING INDUSTRIAL CONCENTRATION

A v.vhole series of govc‘:rnmcnt reports establish the fact of continu-
ally rls§ng concentration in industry. True, a number of economists
have tried to discredit these studies. They have been answered by such
economists as Corwin Edwards, John Blair, George Stocking, and
MYI’OI} Watkins, and perhaps most systematically in the Labor Research
Association pamphlet Apologists for Monopoly.

Aﬁelppts to manipulate away the basic facts about concentration

ve diminished since 1951-52, owing to a new wave of mergers and

' general growth of monopoly which has made such attempts quite
© ilel- For our purposes it is sufficient to cite key summary statistics
Ustrate the growth of monopoly in industry. In 1920, the 200
“'86st non-financial corporations obtained 33.4% of total non-financial
°°1"P0rate profits, in 1929, 43.2%, and in 1955, 574%.*
€ share of the 200 largest manufacturing corporations in total
Ufacturing sales rose from 37.7% in 1935 to 40.5% in 1950 and
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4559% in 19555 During the first 15-year interval, including most of
the New Deal period, the increase in concentration was comparatively
slow. The anti-monopoly legislation of the Roosevele Administration
had not turned back the trend towards monopoly, but merely slowed
its growth. By the 1950's the limited practical effect of these laws was
cancelled out by a government hostile to its purposes. Concentration
increased almost twice as much in five years as it had during the
previous fifteen years.

Today defenders of the system generally concede its monopoly
character. Berle, for example, speaks of the state of American industry
as representing “a concentration of economic ownership greater perhaps
than any recorded in history . . . a system, industry by industry, in
which a few large corporations dominate the trade. Two or three,
or at most, five, corporations will have more than half the business,
the remainder being divided among a greater or less number of smaller
concerns who must necessarily live within the conditions made for them
by the ‘Big Two’ or ‘Big Three’ or ‘Big Five’ as the case may be.™

True, Berle defines these giants as “concentrates,” and various
academic economists call them “oligopolies,” to distinguish the situation
described above from one in which a single company makes all of
a given product. However, we here are not concerned with these
academic niceties. The power and functioning of the “Big Twos” and
“Big Fives” is of the same kind as that of the “Big Ones” (which do
exist for a number of important products). The popular term monopoly
is the correct one to describe the real situation.

Important features of growing industrial concentration are not
revealed by statistical measurement. Some of these are discussed in
Chapter VI. Furthermore, the pace of concentration in finance has
been far more drastic than in industry.

In New York City, according to a Congressional report, the share
of the four largest banks in deposits increased from 21% in 1900 to
609 in 1955.” Most of the increase in concentration occurred after 1929.
Nor was the process limited to New York: “in 10 of the nation’s 16
leading financial centers, 4 banks own more than 50 percent of all
commercial bank assets. In 9 of these financial centers, 2 banks own
more than 60 percent.”®

The Mellon Bank in Pittsburgh, the Bank of America in Sap
Francisco, and the First National Bank in Boston each control more
than half the assets in their respective cities.

With all the multiplication of financial activity, the total number
of banks in the country fell from 30,419 in 1921 to 25,113 in 1929 and
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4243, in 1955.° And the 10 largest banks increased their share of the
pational business from 109% in 1923 to 21% in 1955.%°

Monopoly is more complete in finance than in industry, it grows
piore rapidly, and the all-important links between financial and
jndustrial monopolies have been strengthened.

One must examine the financial world to find the control center
of American monopoly. But it is exactly at this point that the acade-
micians and publicists have failed most dismally. With scarcely any
exceptions, they have either ignored the whole question since World
War 11, or presented a Pollyanna view of American finance having no

relation to reality.

APOLOGETICS OF THE VANISHING BANKER

During the democratic movement of the New Deal period, the
masters of capital, while not relaxing their grip in any respect, dropped
a heavier curtain of secrecy around their operations, adopting a pose
of innocent servant of industry and of government.
~ Experts bending to the reactionary political winds came forward
to give the blessings of “science” to the supposed demise of “Wall
Street,” and the apologetics became bolder even as the financiers
returned increasingly to the center of the stage after World War 1L

Professor R. B. Heflebower, using the typical academic approach,
concedes that the bankers once organized giant economic empires: “But
that influence was never as strong in manufacturing as in railroads
and has waned materially.”

In his view, “an operating economic oligarchy” no longer exists.™
Ecrlc, the liberal corporation lawyer who developed the theory of the
corporate soul,” claims that power has shifted from banks and invest-
ment houses to industrial managers, and holds that the picture of a
central group of “interests” is “a bogeyman set up by demagogues.”**

What are the arguments advanced by most of these writers?
Thcy are:

L. The bankers’ voice in industrial affairs has become insignificant.
ri2l Industrial corporations have become so powerful in their own
aght that they no longer depend on banks for funds, and are run by

Bew group of “industrial managers.”

.9 Government regulation and “hostility” prevents financial domina-

The basic facts about the growth in the scope of financial institutions

EERk
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undercut all of these arguments. Raymond Goldsmith, a conservative
economist, provides a convenient summary in a recent monograph. He
estimates the national wealth in 1949 at $898 billion, of which the
banks, insurance companies, and other financial institutions held $432
billion, or almost half.® These financial assets were multiplied 23
times in a half century. More significant was the increase in their
share of the national wealth. In 1900 they owned 219%, in 1929, 35%,
and in 1949, 489%."* The bankers increased their power not only during
the period of open manipulations, mergers, and pyramiding of fortunes
that culminated in the stock market crash of 1929. They increased it
even more rapidly thereafter, when a “hostile government” and the
“managerial revolution” were supposedly sapping their strength!

When we differentiate among various kinds of wealth, the rising
share of the financial oligarchy is even more impressive. Securities, in
modern capitalism, are the decisive claims to ownership and control
of industry. In 1900 the financial institutions held 23% of all securities;
in 1929 this had increased only to 26%. But by 1949 it had risen to
5895." The huge wartime rise in the federal debt, mainly held by
the banks, contributed to this, but the post-1929 rise in the bankers’
share of corporate securities was almost as dramatic.

As is typical of those National Bureau publications which contain
significant information, the author is constrained to avoid explaining
the meaning of his findings except in the most innocuous and general-
ized fashion. Thus Goldsmith says: “From the economists’ point of
view, the development of financial intermediaries and the trend of their
share in national assets and wealth deserve attention as an indication
of the extent and character of financial interrelations, which in turn
help to determine how capital expenditures are financed and how
existing assets are shifted among owners.”*

But the lesson which Goldsmith did not draw is clear enough: The
“extent and character of financial interrelations” has intensified greatly.
The control of capital expenditures is more firmly than ever in the
hands of the financial oligarchy, and “existing assets are shifted” morc
and more into their hands.

Here is more evidence, concerning the identity of the very largest,
most powerful corporations. In 1935, out of 62 corporations with
assets of over $500 million, 28 were banks and insurance companies,
and they had 42% of the assets of the 62 giants.'” Seventeen years
later, in 1952, out of 66 corporations with assets of over a billion dollars:
38 were banks and insurance companies, and these had 649% of all
the assets of the 66 giants.'®
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The share of profits siphoned off by the financial institutions has
also increased. The after-tax profits of financial corporations (including
real estate) increased from $0.9 billion in 1925 to $4.7 billion in 1952,
and from 14% of the profits of all corporations to 24% of the total.’?
Under capitalism, profits are the ultimate arbiter of power and position.
The ability of the financial corporations to extract a rising share of
profits is the surest sign that the dependence of industry, and of
capitalist society generally, on financial power has increased, and not
diminished.

These growing shares of national wealth and income accrue to a
smaller number of financial institutions, for, as we have seen, con-
centration of capital proceeds with especial rapidity in banking.

Now let us turn to the connecting links between finance and
industry, and see whether the financiers have really been pushed out.
Paul Sweezy, who did important work in the analysis of the structure
of finance capital during the New Deal period, wrote in 1942 that
bankers’ power had become divorced from economic function, and “is
bound to weaken and eventually disappear. . . . Bank capital, having
had its day of glory, falls back again to a position subsidiary to in-
dustrial capital, thus re-establishing the relation which existed prior
to the combination movement . . . today the entire banking system
could be ‘scized’ in the United States, for example, without creating
more than a temporary ripple in the ranks of big capital.”*

_Thc Federal Trade Commission in 1951 analyzed the interlocking
directorates of the largest thousand industrial companies. In almost
every basic industry, the financial corporations had more representa-
tives than any other group. Among 727 interlocks of 112 machinery
companies, 224, or 319, were with banks, investment bankers, invest-
ment trusts, and insurance companies—an average of two financier-
directors per machinery company. This government report commented:

The high frequency of machinery company interlocks with financial institutions
ects the fact that the industry requires, particularly in its larger operations,
98¢ aggregates of capital for plant and heavy equipment. Sources of finance
%Pltal_ ha-ve played significant roles in the formation, expansion, reorganization,
%Olld;;mon, operation, and policy-making of many of the largest machinery
®xporations. These financial institutions also served as the prime connecting link
Anong the leading machinery producers, as well as between machinery companies

.lgdu:bt.‘-lr 2potentia] competitors or their potential suppliers or customers in other
Wustries. 21

There is really only one significant piece of evidence offered to
P?OVe the supposed weakening of financial-industrial links. That is
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the increase in corporate self-financing. The theory of the financially
self-contained corporation grew during the stagnant 1930’s, when there
was little expansion of capacity, and internal funds largely sufficed for
the replacement of equipment that took place. However, in the boom
after World War 11, corporations turned increasingly to outside financ-
ing to keep ahead in the race for automation of production and 6x-
pansion of capacity.

Owing to higher tax rates, large stockholders often prefer to collect
smaller dividends, and reinvest profits without removing them from
the corporate network. But the extent of dependence on outside funds
remains larger than implied by Berle and others, and quite decisive
in industrial expansion. Government tabulations show that in the
11 years 1946-1956, some 649 of gross capital spending was from
retained profits and depreciation reserves, while 36% was from outside
sources.””

To interpret these figures, it is necessary to analyze how the funds
are used. Since World War II about half of corporate capital spending
has been for replacement of obsolete and worn-out capital, and about
half for expansion. The former is financed out of depreciation reserves,
and to the extent necessary, out of retained profits. Comparatively
Jittle internal funds are left for expansion. Roughly and approximately,
we have the following: as against the 509 of total spending for
expansion, there is left 149 of internal funds and the 36% of outside
funds which must be raised for the purpose. Thus the outside funds
account for as much as 72% of the expansion capital.

This is the decisive part of the investment. Tt determines which
corporation will get ahead, which must fall behind and either be
absorbed through merger or wrecked through bankruptcy. The giant
American Telephone and Telegraph Corporation borrows almost
$2 billion yearly through financial institutions. There is hardly a major
industrial company which has not gone to the capital markets since
1950. The debt of all corporations increased $111.5 billion or 131% in
the decade after World War II, as compared with $35.6 billion, or
67% in the decade after World War L*

Clearly, if there has been a satistical decline since the 1920s in the
proportion of capital funds obtained through financial institutions, it
has been insufficient to cause any qualitative change in the dependent
relation of industry on these institutions. And this is only part of the
story.

What many overlook is that the merging of financial and industrial
capital means just that. This is expressed most directly in the owner-
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ship by the same groups of controlling shares in banks and industries
and thc. ownership by ﬁr}ancial institutions of industrial shares. As,
shown in Chapter III, this has increased so markedly that in their

totaﬁf)f’ t.he relationships between big finance and big industry are
more intimate than ever before.

THE AUTO INDUSTRY AND THE BANKS

VC.I'Y WC].I, some say, the bankers are still powerful, but the reall
big mdustngl giants do not need them any more. General Motorsy
the corporation with the largest profits in the world, is an oft»citcci
cxampk-- It has over a billion dollars in net current a’tssets and until
rec'cntly it was debt-free. Its erstwhile President, Charles E., Wilson, is
hailed as the man who rose to the top as a manager of a great indust’r
and thence to the Cabinet of the United States, &
BL{t actually General Motors and the auto industry as a whole
prov1d.e an outstanding example of the interlocking of industrial and
ﬁl?ma;l power, of the domination of great corporations by 2 financial
:u g;;: lj)r;na;rgi of the decisive weight of the banking element in
The auto industry is in the midst of a bitter power struggle. General
Motors and Ford achieved outstanding gains during the years 1954-56;
Chrysler absorbed serious losses. Meanwhile the “indcpendents’,’
groPped from 15% of the market in 1949 to 45% in 1955 after
l.,avmg been reduced to two in number, the rest having been a,bsorbed
y mergers or forced out of production.
in'lllceu:)iattlc r;lgcs in the field of capital expenditures, in distribution,
P 1;58 re 13b1e sources of matef‘ials and parts, and in the striving
ﬁnancjei haii t;;:q}t;;stltggjé.And in all of these areas of combat the
C;):;:lsdirrloiefa}‘lgf:blcapltal spending to reduce costs and locate
be 1 ‘ ably, so that more horsepower and gadgets can
oaded into the “package” designed to win th ’
Genenat Mopo he Package gd in the customer’s favor.
e they mmerm able as rcapaneh to squeeze out Chrysler partly
Uncl soch e 2 outstrip the latter in capital spending.
Profics ar.q , jor companies k.ept up the race from accumulated
play o 4 reserves. But now this is not enough; the bankers must
inde afjllogcr)llc. Gene;\.l Motors borrowed $300 million. The largest
2 syndicare he:;i\:z [t))u }i{dy floated up to that time, it was sold through
y Morgan, Stanley & Co. In a desperate attempt

to
Catch up, Chrysler borrowed $250 million for 100 years from the
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Prudential Insurance Co. (which has directors in common with the
principal Morgan banks as well as with Chyrsler) and with its aid did
regain some lost ground in 1957. Again in 1955, General Motors sold
shares to existing stockholders for $329 million, with Morgan, Stanley
underwriting the issue. Finally, at the beginning of 1956, The Ford
Motor Company, which had always boasted independence of the
bankers, authorized the Ford Foundation to sell 10,200,000 shares for
$663 million dollars, through a large Wall Street syndicate headed by
Blyth & Co. (connected with the First National City Bank). This
sale of Ford shares did not directly make funds available to Ford
Motors for expansion, but paved the way for future sales of shares
for that purpose.

The role of banking is even more important in financing distribution
of cars than in financing production. The corporation which can loan
its dealers funds for cut-throat competition, and which can provide
the easiest installment credit to car buyers, will survive and rise to
the top.

General Motors, through the General Motors Acceptance Corp. and
its Motors Holding Plan, has advanced $2 billion to car buyers and
dealers. The dealers, backed financially by the corporation, can hold
the stock of cars with which GM saddles them, can afford to slice their
profit margins, and to engage in all sorts of sharp practices. Chrysler,
until recently, had no scheme for financing its dealers, and the largest
Chrysler dealer, Bishop, McCormick and Bishop, had to go out of
business early in 1954, a serious blow to the Chrysler Corp.

But the extent of GM’s financial backing of dealers and buyers is
not a measure of its “independent” financial strength, but rather of
the strength of the financial circles with which it is connected. At the
end of 1955 General Motors carried an investment of $231 million in
General Motors Acceptance Corp. But the banks and insurance com-
panies had over $3 billion invested in GMAC. The banking investment
in. GMAC increased more than 15 times between 1947 and 1955.%°

Combining the producing company and its sales subsidiary, new
securities issues in the three years 1953-55 alone totalled $2,340 million.”

No industrial company has ever before gone o deeply into debt t0 the
leading financial interests as General Motors has since World War 1.

Now let us turn to the internal structure of General Motors and
the role of financiers within it. To begin with, General Motors today
is itself more a financial holding company than an industrial corpora-
tion. Even without any outside banking funds, the ruling group 18
General Motors would be in truth a financial oligarchy. This is quite
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apart from the w1despr§ad lending activities of General Motors, such
as loans to steel suppliers, dealers, and customers. It is seen more
pasically in .the Ir}u.cb-advertlscd operating independence of the various
manufacturing divisions.

Wh_at is the mec.h:clr‘usm by which the top circles of General Motors
coordinate the activities of its various divisions? Donaldson Brown
then vice-president and still a director of General Motors wroté

X bl
34 years ago in a paper presented to the American Management
Association:

In the case of.General Mo_tors, the Board of Directors has two subcommittees
a ﬁnaf'Lce committee responsible for general financial policies, and an executivé
committee rt.:spc}nmb!c for operating policies. The finance committee includes men
of large aifa'lrs identified with banking and with big business, apart from General
h'Jotors, while t'he executive committee is composed of men giving all of their
'umebFo the affairs of General .Motors. In a limited sense, the executive committee
is subject to the finance committee in that operations are dependent upon financial

pc?licles. At the same time, financial policies must be maintained so that operations
will not be deprived of any legitimate development . . .27

The structure is virtually the same today, except th i
.Comm1tFee is now called the Operations P);Iicy Clz)mr:itttS: TEEEEUSKE
i;a (:lrffamtzec.i as a center for controlling the operations of a series of

acturing companies; inci i
manufacturin lfir,cy colin mi:t,e ;nd the principal organ of control is the
b \;tho are thfe men of “large affairs” that run the decisive Financial

olicy Committee? The controlling stock of General Motors, 23%
0? it, is owned by the du Pont Company, which has (as of the ’begino-
néngl of 1956_) ﬁvc? repr.esentatives on the GM Board of Directors, three
:r e em on its Financial P(?Iicy Committee. The du Ponts themselves
o :1 ;_e(.:tlon of th? ﬁ'r.lanaal. oligarchy, controlling important banks
contronm;[?a to their industrial empire. But the financial resources
e e fy the du Pm_]t.s are far from sufficient to insure the pre-
e ncie1 o GM.. The billions which have flowed into GM in recent
l'csoul-(l:-:s_e(:t the interest of a group of financiers with still greater
O:hls' is the famous House of Morgan, banker for both the du Pont

Jp. itself and for GM. The chairman of the board and the president
M.if. Itlll.organ & Co. are directors of GM, while the chairman of
o Moa irector of J. P. Morgan & Co. as well as of du Pont. These
with 11 rgan men are both on the Financial Policy Committee, together

e three du Pont men and the Morgan-du Pont chairman of GM.

Py
®Sumably, the du Pont voice is more powerful than that of the
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Morgans in GM affairs, if only because in the event of conflict the
du Ponts, with the controlling block of shares, could switch GM
financing to the equally wealthy institutions centering around the
Rockefeller interests. But the balance between the du Pont and Morgan
financial interests in GM is not the point at issue. Clearly, their
representatives, and not Charles E. Wilson nor his successor as chief
executive, Harlowe H. Curtice, dominate the affairs of GM.

For all its power, General Motors Corp. cannot be regarded as an
independent center of finance capital, but as a major part of the still
Jarger Morgan and du Pont empires.

Lastly, consider the role of the financial oligarchy in one of the
recent big mergers. The Studebaker-Packard merger was worked out
by three Wall Street houses, Lehman Bros. (Studebaker’s “traditional
banker”), Glore Forgan & Co. (also on the Studebaker Board), and
Kuhn Loeb & Co. Here is how the bankers worked: “If present plans
develop, a merger program . . . will be submitted to Studebaker-
Packard management within 20 days. . .. Several suggested methods
of bringing Studebaker-Packard under one roof have been scrapped
without ever reaching the attention of the principals . . . only one
house will submit the final suggestion for bringing the companies
together.”*

Thus the fate of these two companies was worked out wholly by
the banking houses, with the industrial managers not even being
informed as to what was going on, and the final result was brought
to them as a fait accompli by the bankers’ spokesmen.

The industrial managers’ role 1s discussed further in Chapter IIL
The final argument—government regulation and hostility, is discussed

in Part Three.

WALL STREET

The center of the money market is in downtown New York City, clustered
irregularly around Wall Street. . .. This arca bounds the location of the head
offices of the ten or fifteen banks which . . . provide the major part of the
facilities needed to effect the transfers of money, advices in confirmation of agree
ments, and the securities themselves, which flow largely on the basis of word-of
mouth agreements over the telephone between men who are known to each othef
and whose integrity cannot be questioned.*®

So writes a Federal Reserve Bank official, Robert V. Roosa, in the
most authoritative description of the present-day money market.
The economic life of the country is largely controlled from thss
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jrea 10 Ial(-igcr thaE :1 bzfiseball field. Wall Street is the apex of monopoly
and a sym i
P ;,;r;n cor’Lditiyons.o of the extreme concentration of that power under
Supplementing the arguments of the supposed “disappearance” of
lthc ppwerdof .thc ﬁr_lancf:iiers is the argument that Wall Street r.?o
onger predominates in finance; ini i
. dglcﬁ et che Countrtyl:xat the remaining financial power
Again, a most valuable argument for big business. Convince th
le thaF t'hc traditional target of their anti-monopoly campai ne
has been dissipated, its power diffused, and anti-monopoly actior[zs \%li
begomc correlslpopdingly more diffused and confused. 1
weezy, who is not trying to help big busine i
York no longer dominates ﬁnanciallyf)butg is mcil;srs’ﬁ::il ]:r:o;h az ll\jelw
As one ar%umcnt he states that financial centers outside of Ngquc:j ;{
formcrly” looked up to and sought guidance from and actualrl
foilovfzcd Ne'w York, but no longer do so to a decisive extent.’® !
This “substltutfts a subjective criterion—whether the out—of—.town
centers §eck guidance” from New York—for objective relationshi
;I'hz? desn"’e for an independent role, for getting away from t[ils'
cighledancxt of Wall Street, was always there. During the 1920’ thz
ch :ﬁg(c)olr):él.kers (s;t up thcir. ‘.‘own” public utility empire, the ill-fated
sl com 1tne. lannini, rising to the top in West Coast finance,
ek out to ]egstabhsh a nation-wide and ultimately world-wide
pon g chain. oth of these attempts were beaten back by objective
can:lors_, principally thc. financial domination of Wall Street, which
an e ugo full play during the economic crisis of the 1930’s, Wa’ll Street
‘:riti: 3‘10{6 powerful, more dominant than ever.
o ga l:,p latclzmﬁl tl;;ep(;s;:’?r }E])::)n;, the stru'gglle of out-of-town groups
i e n the su e ecome §1gplﬁcant. The California
o, T e ' spreading out within the country and over-
poration~ ¢ 1calg0 interests have gained control of important cor-
e ot thorr’rltftr y run by. \_/Vall. Street. The Cleveland capitalists and
o drame- exas oxllmllhonalres have moved into the fray. Their
o ath:c accomplishment was the successful attempt, headed by
e Mor .a {)fun% to wrest control of the New York Central from
X greate;g ‘13-' an, erbllt‘ interests. Correspondingly, these groups seek
mOths.cnce in political affairs at the expense of the New York
“f ;hoz existence of dii—'fe:r(.znt financial centers, and struggles among
ide 1he $ not assure a dec1swe.change in the balance of power. Along-
_ much publicized specific gains of out-of-town groups, New
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York circles have quietly extended their positions in the original areas
of operation of their rivals. Even without a detailed analysis of these
struggles, (to be found in Part B of this volume), it is possible to
examine the overall evidence to determine whether Wall Street has
actually been undermined. ,

The facts show that New York remains far ahead in all financial
statistics. Its lead has diminished in some, but increased in others of
greater significance. Its premier position is most marked in-the new
and rising forms of financial power. Altogether, the financial domina-
tion of The Street is unshaken, while with the continuation of central-
ization of economic power as a whole, its overall weight in the life
of the country is enhanced.

The most summary measure of financial activity is the volume of
bank clearings. These totalled $531 million in New York City in 1955.
This was nine times the clearings of the seccond most active city,
Philadelphia, and exceeded the combined clearings of the next twenty
cities.®* One might say, considering all secondary ceaters, that Phila-
delphia is “first among equals.” But this is not the case with New York.
Handling each year more dollars than the total national income of
the United States, it is in a class by itself.

The standard statistical evidence cited to “prove” the demise of
Wall Street domination is the decline in New York’s city’s share of
commercial bank deposits from over 309% in 1940 to 18% in 1954
However, this comparison uses an unrepresentative starting point and
does not include all banks. Deposits of all banks in New York State
during the early 1950’s were 25% of the national total, as against 28%
during most of the period 1914-1929.2% This is a drop, but not of major
proportions.*

Even this smaller decline does not signify a diffusion of financial
power. It reflects the growth of “retail” or consumer banking (se¢
Chapter V), which is spread out geographically more or less according
to population. “Wholesale” or big business banking is the decisive
instrument of financial power. It is the traditional means of banking
penetration into industry, of the merging of financial and industrial
capital.

In this crucial field, the role of the New York City banks has pot
diminished at all as compared with immediate prewar years, an
has increased markedly as compared with the 1920’. The share of
all banks in New York State in the business loans of the countty
was 325% in 1939, rising to 34.19% in 1953.

* For a fuller discussion of this point, see “New York as a Money Center,” by Victot
Perlo, in Science and Society, Fall, 1955.
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Over a longer period, referring to member banks in the Federal
Reserve System, the share of those in New York City rose from 19%
in 1928 to 29% in 1953. Just eight New York City banks account for
close to half the national total of loans to giant corporations with
assets of over $100 million.

The share of New York banks in financial loans, connected most
intima.tcly with stock market manipulations and the control of corpora-
tions, increased just as markedly, and by 1953-54 amounted to almost
609 of the national total.®

Business Week, in commenting on a “squeeze” on deposits in New
York banks, warned that these might have to curtail loans: “And if
that happens, every corporate treasurer will feel the effects within
weeks—because New York is the money center of the country.”®

CENTRALIZATION OF WORLD-WIDE PROFITS

A favorite explanation of the supposed decline in Wall Street’s
importance has been the movement of population to the West, and
the “shift by industry to new centers.”®®

The physical fact of this dispersal is irrelevant. Gulf Oil and
§tandard of New Jersey have shifted much of their industrial opera-
tions out of the United States, and get most of their crude oil abroad.
But this merely signifies a great fncrease in the power of the United
S.tatt':s oil companies. Within the United States there has been a
significant movement of industry away from the higher-wage, older
northeastern centers. But William Zeckendorf, large-scale New York
real estate developer, pointed out that industries leaving New York
.havc be_cn replaced with executive units “ten times more valuable than
industrial space.” Since 1947, he said, 20 million square feet of office
space has been newly constructed or planned in New York City, more
_'-h? thc- entire office space in the city of Chicago.*” The office space
15 (;::n times more valuable” because it is used as a center of control
a(l))roa?r the profits from developing industry all over the country and

COmI_ncrcial banking throughout the country is dominated from
baflk main centers ‘by the correspondent relationship with out-of-town
o d: and }ndustrlcs. Thft smaller correspondent banks maintain funds
oan posit in a metropolitan bank, to be used for purchase of securities,
sidera};)?mapauons, etc. Thc hc.a('iquartcrs bank supervises, to a con-

cctedc extent, t}}c leI}dmg activities of the smaller bank, channeling
€ al securities into its portfolio and suggesting loan participations.

so often holds stock in correspondent banks.
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The First National City Bank, with over a billion in inter-bank
deposits, writes. “Of the hundred largest non-financial corporations in
the country, 95 have accounts with our bank. Our correspondent bank-
ing relationships are similarly wide. All of the hundred largest banks
in the country outside New York City maintain accounts with us.
We work jointly with our correspondent banks in cases where
business in their areas is of a size and importance to warrant including
a New York bank as depositary and lender.”*®

Large midwestern banks have important correspondent relationships
also. But, considering those connections carrying influence as distinct
from purely nominal deposits, the banks in other cities generally exert
only regional influence while the New York banks alone exert truly
national influence.

Foreign banking is a field of crucial importance; it affects inter-
national relations; it involves close connections with the most profit-
able foreign dealings of U.S. corporations. Because of the increased
world role of the dollar, this foreign business has become more im-
portant and in some respects has multiplied in volume. For example,
deposits of foreigners in United States banks increased eight times
between 1931 and 1954.

A recent Federal Reserve study showed that 15 banks wholly
dominate foreign transactions. Of these, ten New York City banks
held 769 of the total claims on foreigners, and 84% of the total
deposits of foreigners.”

There are just nine U.S. banks with foreign branches or subsi-
diaries. Two Wall Street banks account for the majority of branches
and over half the deposits in foreign offices. These are the First
National City Bank, traditional bank of the raw materials merchants,
and Chase Manhattan, bank of the international oil companies. Four
other New York banks with foreign offices bring the city’s share of
deposits abroad up to two-thirds.*

If one passes from the field of ordinary commercial banking to other
fields of finance, the predominance of Wall Street is shown to be
even greater.

In investment banking, during the period 1950-54, 16 large New
York City firms headed the underwriting of 665% of all securitics
issued.

In stock exchange transactions, 92% of the 1953 national total were
on the New York exchanges.

In life insurance, New York and Newark companies held 61.4%
of all life insurance company corporate loans at the end of 1952.
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Nine-tenths of all such loans are held by life insurance companies
operating from 5 northeastern centers. Trust departments of banks in
New York City handle almost half of this vital business.

The activities of these various forms of financial institutions are
coordinated by the interlocking oligarchy of Wall Street. Their
functioning is described in Chapter IV.

Sweezy thinks that “economic and political changes in the last thirty
years (especially changes in the structure and functions of the banking
system and the expansion of the economic role of the state) have
seduced the relative importance of New York to a marked degree.”*

The development of life insurance companies, trust departments,
and international financial connections are among the more important
changes in financial structure and forms during the past thirty years.
But as can be seen, these all serve to enhance the domination of
Wall Street, rather than the opposite. As for political changes, the
specific weight of Wall Street in the control of the government by
the financial oligarchy is discussed in Chapter XVI. Again, the
increased economic role of the state means more power for the New
York centers.

Wall Street is less brash in flaunting its power than it was thirty
years ago. However, that power has not been successfully challenged.
Practically all of the leading journals join in the game of denying
the reality of “Wall Street” But occasionally, when other issues are
at stake, the truth comes out. In 1953 the Mellons were trying to get
the Engineering Societies to move their headquarters from an unsuit-
able New York building to Pittsburgh. A New York group had plans
for them to remain in that city. The New York Times commented
editorially: “The temptations tossed at the engineering societies by
the outlanders seem to be in the form of money or other articles of
Yalue. But we remind them that New York is the beaten track. It
is the gathering point. From here, incomparably, great corporations
run their businesses, make their plans, execute the decisions for con-
struction and expansion programs. Here is the financing capital. Can
any of the inviting cities make this claim?”**

The Engineering Societies stayed in New York.



CHAPTER I

The Ownership and Control of Corporations

Most rEoPLE kNow that a few hundred corporations dominate the
economic life of the country. But to understand this domination fully
it is necessary to go behind the anonymous front of the corporation
and to see who runs it.

Who control the great corporations? How do they exercise that
control ?

THE CONTROLLING LARGE STOCKHOLDERS

Those who do control try to convince the public of the existence
of a corporate “democracy” of millions of small shareholders. This
idea is stressed repeatedly in speeches of executives, in corporation
advertisements, and in corporation-sponsored research works. It is a
main feature of the newly-coined phrase, “people’s capitalism.”

It is, however, complete fiction. The myth was effectively nailed by
F. D. Roosevelt, who wrote:

The mere number of security holders gives little clue to the size of their indi-
vidual holdings or to their ability to have a voice in the management. In fact,
the concentration of stock ownership of corporations in the hands of a tiny
minority of the population matches the concentration of corporate assets,

The year 1929 was a banner year for distribution of stock ownership,

But in that year threetenths of 1 percent of our population received 78 percent
of the dividends reported by individuals.2

Those who sponsor the “people’s capitalism” line know this better
than anybody else. But they have revived and heightened the propa-

ganda, in a politically-motivated attempt to mislead a supposedly
gullible public.

Through stock ownership, writes Professor Marcus Nadler for the

36

OWNERSHIP AND CONTROL OF CORPORATIONS 37

Hanover Bank, “the people own the means of production.”? But the
8.6 million stockholders estimated for 1955 is lower than the number
then estimated in 1930. Half a million wage-earner families own stock,
but the total stock owned by all of them equals about two-tenths. of
one percent of the total value of stock outstanding. A single family,
the du Pont clan, owns ten times as much stock as all the wage-carners
of the country put together. The dividends received by the average
worker-stockholder amount annually to about two days wages, or a
tiny percentage of the profits derived by the large stockhold_er from
his labor. And 979% of all wage-earners do not even have this token
“share in the means of production.”

Actually the corporation is run by a tiny clique of large shareholders
and their banker-associates. Almost every day the financial pages report
an individual or group purchasing control of a corporation from
another individual or group. The thousands of small shareholdcr-s
in the corporation are not consulted, are usually unaware of what is
going on, and may be totally unaffected by the shift in control.

In a political democracy, there is usually one vote per voter. But
in the affairs of the corporation, there is one vote per share of stock.
The holder of 10,000 shares has as much influence as 1,000 holders of
10 shares each, even if one assumes the ualikely event that the 1,000
would get together and unite their votes. -

Shortly before World War II a government agency, the Securities
and Exchange Commission, studied the shareholdings in the 200 largest
non-financial corporations in the United States. Tl.lc results were
published in a monograph of the Temporary National Economic
Committee (‘TNEC).

The TNEC monograph showed a total of 7 million common stock
shareholdings in these 200 corporations, or an average of 35,000 share-
holdings per corporation. But fewer than 3% of the stockholdings
accounted. for more than half the stock. That is, fewer than 1,000
large and substantial shareholders in the average corPoration could
win any vote against the remaining 34,000. But even this tells the least
part of the story.

The 20 largest stockholders* in each corporation, on the average,

*The 20 large stockowners in the statistics mean holders ‘:of record” _rathcr Fhan
“legal” or “beneficial” holders. Usually, a family with a large interest has its holdings
distributed among several holdings “of record.” On the ather hand, many of the l_arg_e
holdings “of record” are by financial institutions, in some cases representing many indi-
viduals, in other cases mainly one or two. For these and other reasons thc' number of
individuals or families controlling an equal percentage of the stock (through direct owner-

ship or through controlled institutions), may be more or fewer than 20, depending on
Particular circumstances.
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owned 329% of the common stock® These 20 large stockholders, in
practice, easily control the affairs of the corporation. To see this more
clearly, let us summarize the situation in the average corporation as

revealed by the TNEC monograph:

20 large holders have 32% of the votes
980 substantial holders have 18% of the votes
34,000 small holders have 509 of the votes

The 34,000 small holders rarely take an active interest in the cor-
poration’s affairs. Their stake in it is too small to justify any significant
expenditure of time or money to look after their investment, nor do
they have the resources to do so if they wished. When there is a
meeting of the corporation’s stockholders (usually held once a year),
they cannot attend. They send “proxies” to a committee representing
very large stockholders, authorizing them to dispose of their vote as
the proxy committee sees fit. A few hundred of the substantial holders,
at most, will attend the meeting. But with their 18%, they cannot
successfully challenge the 20 large holders, who not only control their
own 329, but also a good part of the 509 of the total vote belonging
to the small holders, which these have sent the committee of large
holders as “proxies.”

When fights take place for control of a corporation, and they do
fairly often, these fights are among the 20 large holders. Different
groups among these large holders engage in a struggle for control.
In many such cases, each group requests the small and substantial
stockholders to yield voting “proxies” to it, rather than to the rival
group. Sometimes millions of dollars are spent in these proxy fights,
in the last analysis at the expense of the stockholders—or, when the
company is able to pass on the cost, at the expense of the users of its
products.

Actually, not all the 20 largest shareholders, but a still smaller
clique among the 20, are able quite easily to control the affairs of
most corporations. The New York Times wrote on the Ford Founda-
tion sale of stock that reduced the Ford family’s share of voting stock
to 409%: “Wall Street experts noted that effective control of the com-
pany was virtually certain to remain with the family, even after the
transfer of 60 per cent of the voting rights to outsiders. In practice,
the holders of 5 to 10 per cent of the stock usually are able to exert a
controlling voice in the affairs of a corporation that has large numbers
of stockholders””* (emphasis added.)

In reality, therefore, not 20 shareholders with one-third of the stock,
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but usually one to five shareholders with 5-109% of the stock, exercise
effective control. Typically, an alliance of a handful of giant stockhold-
ers, more or less akin to a partnership, has control. The members of
this control group divide the profits of control in an agreed fashion,
decide corporate policies among themselves, and select managers and
technicians to handle corporate operations. Even within this grouping,
the power is not equally distributed, and there is often a single dom-
inant individual or group.

The main mechanism for the exercise of control is the corporation’s
board of directors. The board of directors usually numbers 9 to 15
individuals. Formally, they are elected by the stockholders. In practice
they are selected by the small group which exercises control. When a
magnate purchases a large block of shares in 2 corporation with which
he was not previously connected, he demands a place on the board of
directors, and will usually be granted such a place unless he is regarded
as hostile to the existing center of control. When the block is suffi-
ciently large to cause a switch in the center of control, the newcomers
demand majority representation on the board of directors. They may
achieve this peacefully, by buying out the holdings of the previous
control group at a favorable price, or by granting various other con-
cessions, such as continuation of high-salaried jobs or profitable con-
tracts. Or the issue may be settled only after a struggle involving a
“proxy fight” for the votes of the small and medium-sized shareholders,
court suits, competitive buying up of available shares on the stock
exchange, and other techniques.

Representation on the board of directors may be held personally by
the large shareholder; it may be held by one of his employees as a
representative of his interests; or it may be held by the bank through
which he operates and in which he usually also has a financial interest.

An example of the first type of representation is provided by the
Crown Zellerbach Corp., now the second largest paper manufacturer.
The Zellerbach family is the largest sharcholder and has three mem-
bers on the board of directors. In this case, but not always, members
of the owning family occupy the leading executive positions also.®

The Rockefellers provide examples of the second kind of representa-
tion, through personal employees or nominees. Harper Woodward and
Randolph B. Marston, among others, serve as Rockefeller represen-
tatives on the boards of various companies, although they do not have
a substantial financial interest in their own right.

The third type of representation, through a bank, is seen in the case
of Union Carbide & Carbon, second largest chemical corporation. The
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largest block of shares in this corporation, as of 1938, was held through
the Hanover Bank. Then, and now, the chairman of the Bank is a
director of Union Carbide, and the chief executive officer of the chem-
ical company holds a place on the Hanover Bank board.

This type of representation leads to discussion of a most vital element
in the structure of corporate control.

BANKERS’ ROLE IN CORPORATE CONTROL

So far we have examined the basis of control of the individual
corporation. Although the forms have changed, the principle is the
same today as a century ago. One new feature, typical of the present
century, is the size of the individual corporation, reaching the point
where one or a few companies dominate a given industry. Still more
significant is the exercise of simultaneous control over the affairs of a
whole series of these giants by a single power center.

Super-corporate empires running into the tens of billions of dollars
have arisen in this way, their spheres covering a wide range of finance,
industry and trade within the country and overseas. The giant banks
are the centers of these empires. Their position arises along two
related lines. One line, and the original source of banking power, is
the virtually limitless need for financing of the great corporations, both
in their organization and in their subsequent expansion.

The banks which can supply this financing obtain a great, and
sometime paramount, influence in the affairs of the corporation. They
often become the very core of the control group; they obtain repre-
sentation on the board of directors; they exercise a veto power on all
major policy questions; they can direct orders for materials to allied
firms and transport to allied railroads. This influence may exceed by
a wide margin that indicated by the actual stockholdings of the banks.

Most outside funds for expansion supplied through the banking
houses and insurance companies are raised through bonds, which in
theory have no votes but in fact involve an important degree of power,
expressed formally in various financial and operating restrictions on
the borrower.

In a minority of cases the lending bankers are granted decisive legal
control over operations. Thus, a small group of Texas families own
almost all the stock of Anderson, Clayton & Co., the largest cotton
merchandising company. But its capital for postwar expansion was
supplied through the Morgan banking interests. As one condition, %%
of the controlling shares in the subsidiaries which compress and ware-
house the cotton are held in a voting trust agreement by a committee
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controlled by the Guaranty Trust and the Morgan law firm, Davis,
Polk, Wardwell, Sunderland & Kiendl.®

More typically, however, the power position of the lending bank
is based less on formal agreements than on its role as the supplier of
funds, connecting link with other industrial firms, negotiator of mer-
gers, source of all kinds of economic information, and contact point
for all-important political influence.

The second line of banking power is the ownership of control blocks
of stock by and through the big banks. This is often overlooked, and
the illusion created thereby that banking power in industry is quite
divorced from stock ownership.

Goldsmith estimated that the share of financial institutions in
corporation stock increased from 7.9% in 1900 to 142% in 1929 and
23.6% in 1949.7 Our estimate for 1954, which may not be wholly com-
parable with Goldsmith'’s, is one-third (Chapter 1IV). The government
study of large stockholdings in the 200 giants of industry showed that
in 1938 financial institutions held about one-half of these controlling
blocks® By 1954 this proportion reached about two-thirds. Indicative
of the accelerated concentration of corporation stock in financial hands
during the “Eisenhower boom,” 77% of the net purchases of stock
during 1954 went to these institutional investors.®

Bank stockholdings arose historically and continue to grow through
a variety of ways: banker-promoters receive large blocks of shares as
part of their price for organizing mergers and new corporations; they
receive “proxies” for the voting of blocks of shares they place with
certain customers, especially foreign stockholders; they handle the
estates of wealthy clients, voting their stock in the big corporations.

For example, a number of families of the steel barons whose prop-
erties were put together into United States Steel by the House of
Morgan became clients and associates of the Morgan banking interests,
not only in steel, but in other industries as well.

The large banking houses control additional blocks of shares accumu-
lated by affiliated financial institutions, such as insurance companies,
investment trusts, and brokerage houses.

Stockholding by financial institutions is impersonal in form, but not
in substance. The essence of the power of the leading bankers is their
ownership of the most vital control blocks of all, the shares of the
great banks. These stocks are very closely held. They are not traded
on the stock exchanges. The “floating supply,” that anybody with the
funds may buy, is small. Maximum secrecy surrounds the identity of

e owners.

As the greatest monopolies expand through wars and mergers,
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control is increasingly exercised through a combination of these two
lines of power—use of the financial resources of the banks, and of the
largest blocks of stocks, also carried by the financial institutions.

The report of the Pujo Committee in 1913 recognized the importance
of both of these as means for establishment of banker control over
industry.** But subsequent literature has largely lost sight of the
second, which resulted in a seeming narrowing of the basis of finance
capital, and opened the door to the apologists who “abolished” finance
capital.

Both lines of power are still vital, and banker stockholdings are in
fact larger than ever.

THE OLIGARCHY

Anna Rochester cites the Morgan interests as the best known
example of the power derived from the complex financial resources
of the banks, and refers to it as: “the most advanced stage of capitalist
development. . . . Industrial companies drawn in originally through
Morgan investment banking are held in line through Morgan dom-
inance in the banking world, but at the same time the Morgan bank-
ing power is now supported by the great Morgan industrial cor-
porations.”**

This most advanced form of control does not reflect an antagonism
between banking and industry, nor the taking over of industry by
the banks in any crude sense. Its general basis is characterized by the
“community of interest” principle advocated by the leading banker
in the early decades of the monopolies, J. Pierpont Morgan. Under
this principle a group of the wealthiest moguls in industry and in
finance combine their holdings to establish control over a whole series
of corporations. The banks are key to this structure, but the erstwhile
industrial magnates become part of the banking group.

The upshot, then, is not the conquest of one by the other, but the
merging of industrial and financial magnates into an all-powerful
financial oligarchy. This oligarchy is not, by any means, wholly
unified. It is divided into groups, with different spheres of control,
although various of these join their interests in particular corporations.
The development of the financial oligarchy with its ramified controls
increases many times the effective concentration of economic power.
For while 200 large corporations dominate the economic life of the
country, eight centers of high finance control most of these 200
corporations.
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The individuals exercising control are mainly the multi-millionaires
descended from the tycoons involved in the original formation of the
trusts over fifty years ago. Some new interests have risen to the ranks
of the mighty; some old families have become bankrupt or have died
out. Outstanding is the entrenched aristocracy of American wealth,
the so-called “60 families” who pile up added billions of dollars each
year. The classic book about the rich American families is Gustavus
Myers’ History of the Great American Fortunes. Most of the fortunes
described by Myers, some stretching back over 150 years, are still
prominently represented in the circles of the financial oligarchy today
—Astor, Goelet, Field, Vanderbilt, du Pont, Gould, Crocker, Morgan,
Rockefeller, Havemeyer, Duke, Guggenheim, Mellon, and Ford are
examples.

The public is told by press and television, by learned professors and
skilled advertisers, that these great fortunes have been shrunken or
dissipated through charities, high taxes, and egalitarian legislation.
This is another leading theme in the People’s Capitalism lullaby.
C. Wright Mills, in The Power Elite, shatters it, and concludes: “The
fabulously rich, as well as the mere millionaires, are still very much
among us . . . the corporate rich of America, whose wealth and power
is today comparable with those of any stratum, anywhere or anytime
in world history.™*

Mills, relying on income tax data, shows that these fortunes are
unimpaired as compared with the 1920s. More precise measures show
that actually they have been multiplied many times. (See Chart 1.)

The TNEC computed the 1937 fortunes of such families as the
Fords, du Ponts, Mellons, and Rockefellers as of 1937. It measured the
market value of their reported shareholdings in the 200 largest non-
financial corporations. It excluded holdings in banks and in smaller
industrial corporations, hidden holdings in the 200 giants, holdings
in unincorporated ventures, and personal properties. Despite these
limitations, the TNEC report embraced the major components of
family wealth.

These key stockholdings have not been dispersed. This is known
specifically from certain corporate reports, as of the du Pont holdings
in E. L. du Pont de Nemours; and from semi-official biographical
accounts, as in the case of the Rockefeller Standard Oil holdings.
Indeed, the fact of multiplied stock prices since 1937 would make any
major sale of stock by one of these families too costly taxwise, even
with the mere 25% capital gains tax, to be considered except in an
emergency.
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Combining TNEC data with other sources, it is possible to estimate
the 1956 du Pont, Mellon, and Rockefeller fortunes, on a basis roughly
comparable with that of the TNEC study:

&lmns

" GROWTH OF GREAT TAMILY TORTUNES

To present the real picture, therefore, our concern here will not be
mainly with tracing the particular holdings and degree of activity in
financial affairs of individuals or families, no matter how wealthy. We
will concentrate instead on the financial institutions through which
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T " o - o E TasLe 1. THE DU PONT, MELLON AND ROCKEFELLER FORTUNES,
4 + $ + 'g' 1937 AND 1956
A (Minimum Estimate of Value of
ET—— | | Corporac Proers, millon)
~ o R 1 R THTHHHHTH A '§ Family Dec. 31,1937 April 30,1956
2 ._0‘._ f’ Du Pont $574 $4,660
TP % & Mellon 391 3,769
R
\ .'J%: Source: 1937, TNEC Monograph No. 29, Table 6, p. 116; 1956 (see Appendix 1}.
3 2
3 = Each of these family fortunes has multiplied between 8 and 10
< times during the past two decades. This multiplication factor may be
= exaggerated for statistical reasons,* but the actual amounts shown for
SHEEH * 1956, though not precise, are incomplete and certainly minimum
R I estimates of these families’ fortunes.
~ S . Thus today, for the first time, it is possible to speak of a number
& Z é'-';I” ””” E of multi-billionaire families in America.
£ 2 These statistics of personal wealth, impressive as they are, do not
z :é adequately convey either the full power of these families, nor their
= comparative standings. The power of each of these major families
= arises from the vast corporate empires controlled through their share-
3 holdings. In the case of the Rockefellers this embraces assets of over
~FRE T \J! 3 $60 billion, seventeen times the family fortune, and several times
2 Y 2 larger than the empires controlled by the du Ponts or Mellons (see
- . { Chapter VII).
* . = §|””]””l p Moreover, there are propertied men, no one of them in the famil.y
T 3 o 5 & § W-ealth class of the du Ponts, Mellons, or Rockefellers, who, by their
o 3 & - ¢ historically developed functioning as a unified group, are comparable
. El””@ Y= ,g in tc->t.al wealt}} and power. In this way, the Morgans and the various
%L - . . | 4 fan‘.u.hes associated with them compare with the Rockefellers; the
e pA + + o Chicago or Cleveland groups with the du Ponts or Mellons.
#
£
-4

*The vagaries of the stock market—at a low point in December 1937 and at a high
Point in April 1956; and the inclusion of some additional corporate holdings in 1956.
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their holdings and activities are centralized. At the same time, it must
be remembered that the great banks, like other corporations, are not
really anenymous institutions, but are controlled by a narrow clique
of the very wealthy, the “Power Elite”® who exert enormous power
and derive great profits from the whole range of American economy
by virtue of that control.

With the development of monopoly capitalism, this most advanced
and complex form of industrial control becomes more general. At the
same time the distinction between the banker and the industrialist
becomes more vague—as the banker and the industrialist merge into
the unified banker-industrialist. The identity of the individual with
a particular company or line of industry also becomes more vague, as
he joins with a group of tycoons, and spreads his interests over a
wider and wider range. :

To illustrate this molding of economic power into a common basic
form, consider the evolution of the Rockefeller and Morgan power.
The Rockefellers began as oil magnates, with no interest in financial
institutions, doing their own banking through the Standard Oil Co.
The Standard Oil companies have grown hundreds of times and still
provide the largest part of the Rockefeller profizs. But the power of
the Rockefeller empire is no longer centered in the Standard Oil Corp.,
but rather in the Chase Manhattan Bank, and its associated insurance
companies and investment banking agencies. Moreover, the industrial
interests of the Rockefellers, largely through their banking connections,
now extend to aircraft, utilities, and a wide range of other industries
besides oil. The Morgans began as bankers, and until as recently as
1940 remained a closed partnership. But today J. P. Morgan & Co,
the key bank of the Morgan group, is 2 “public” corporation like the
other banks, with “outside” directors from the industrial corporations
in which the Morgans have an interest as well as “inside” directors
consisting of full-time bankers.

Until recently one giant of industry retained a semblance of isolation
from bankers and the network of interlocking directorates and mixed
stock ownership. However, in 1956 Ford Motors authorized sale of
stock to the “public” through a Wall Street investment banking
syndicate, and hereafter will be increasingly associated with the finan-
cial oligarchy. In 1954 Campbell Soup, the largest “private” food com-
pany, made a similar stock distribution. Large private industrial
companies are now limited mainly to the textile industry.

* The term is that of C. Wright Mills, who brilliantly analyzes the relationship between
the individuals of the Elite and their institutions of Power.
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THE “MANAGERIAL REVOLUTION"

As the control of industry has grown more complex in character,
and increasingly centered in a network of financial institutions, it has
become easier to conceal. When the giant corporations were first
organized, the controlling banking interests openly laid out their
empires and flaunted their power. But as opposition to this power
increased, as its harmful effects on the people were exposed, the
tendency grew to obscure and disguise its very existence.

The dominant financial interests hide behind the legal fiction of the
anonymous “corporate person”* as a law unto itself. As the great
majority of industrial property-owners, the small shareholders, lost all
influence over corporate activity, the corporation appeared to them to
become something apart from private property rights.

Encouraging this illusion, Berle writes: “The capital is there; and
so is capitalism. The waning factor is the capitalist. He has somehow
vanished in great measure from the picture, and with him has vanished
much of the controlling force of his market-place judgment.”*?

The concept arose of the separation of ownership from control in
the large corporation. Its essential falsity was expressed very clearly
by Sweezy:

In recent years we have read much about separation of ownership from control
in the large corporation. This is a correct description of actual trends if it is taken
to mean that concentration of control over capital is not limited by the concentra-
tion of ownership. If, however, it is interpreted as implying that control passes
out of the hands of the owners altogether and becomes the prerogative of some
other group in society, it is completely erroneous. What actually happens is that
the great majority of owners is stripped of control in favor of a small minority of
owners. The large corporation means, thus, neither the democratization nor the

abrogation of the control functions of property, but rather their concentration in
a small group of large property owners.}*

Sweezy refers to “some other group in society” to which control
supposedly passes. What is this other group? It is the hired managers
and executives of large corporations. As the financial overlords became
involved in larger networks, they increasingly separated themselves
from active management of particular enterprises. They concentrated
their personal economic activity within the financial houses or family
holding companies from which the manifold investments were han-
dled. The daily supervision of affairs in the industrial corporations,

* . . . .
In some countries a corporation is known as a “Société Anonyme.”
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and even in many banking corporations, was more and more turned
over to hired executives.

Formal responsibility was shifted from those actually in control to
the hired managers and “front men.” This tendency became particu-
larly prominent with the outbreak of the great economic crisis of the
1930s, the utter failure of the tycoons of Wall Street to ward off its
calamitous effects on the people, and the development of popular
struggle against big business. When Republic Steel gunmen shot down
striking steel workers in 1937, the responsibility was assigned to the
executive, Tom Girdler, and not to the Cleveland financiers who
completely controlled the corporation, and who had hired Girdler
and made the major policy decisions.

Various professors and writers, from outright apologists for big
business to well-meaning liberals, accepted at face value the facade
of hired managers concealing the true character of control. They
developed the theory that the managers now controlled the large
corporations, and that these managers were a new and distinct class
in society.

The concept of “management control” first appeared prominently
in a book by Berle and Means, published in 1933, The Modern
Corporation and Private Property. These authors failed to trace the
connections of large corporations with financial institutions. Instead,
where there was not an obvious basis for control in well-publicized
centers of stock ownership, they usually classified a company as under
“management control.” They found that as of 1930, 44% of the largest
companies, with 58% of the assets, were “management controlled.”*

The later studies of the 1930s, based on more adequate information,
largely overcame the weaknesses of the work by Berle and Means,
and established outside centers of control for most of the corporations
that these authors had classified as “management controlled.” The
TNEC study found that concentrated stockholdings constituted -an
adequate basis for control of most giant corporations: “About 60, or
less than one-third of the 200 corporations, were without a visible
center of ownership control. This does not mean, however, that an
actual center of control was lacking, but only indicates that a study
of the 20 largest record holdings failed to disclose such a center.”*

The National Resources Committee study, depending mainly on
financial connections and interlocking directorates, filled in many of
the gaps. In later chapters of the present volume, by combining
information on stockholdings with analysis of financial connections
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and interlocking directorates, definite centers of control are established
for almost all large corporations analyzed.*

At any rate, even the prewar studies disposed factually of the
“management control” theory. But shortly after they appeared, the
theory was formalized and built into a system by the writer James
Burnham in his book The Managerial Revolution. He claimed that
capitalism was being supplanted by a new “managerial” society,
whereby a bureaucracy of industrial managers would run the country.
According to Burnham, the “managerial revolution” had been sub-
stituted for the socialist revolution, and Marxism was thoroughly
discredited. Moreover, he argued that the “managerial revolution” was
a world-wide phenomenon common to various social formations, of
which the fascist type in Germany was most efficient. In the United
States also, he argued, “managerial society” must ultimately develop
along the political lines of Hitler Germany.

Thus Burnham supplied a rationale for the continuation in disguised

form of capitalism. He endeavored to win acquiescence in fascist-type
rule by big business as an “inevitable” outgrowth of the supposed
trend towards control by the “managers.”
. Burnham was in no sense an economist, nor did he present any
supporting data. But his theory was so valuable for big business that
it could not be permitted to die a natural death. Instead it was widely
popularized, made into part of the economic folklore of our times,
presented as dogma to college students and the general public.

The “managers” are depicted as men risen from the ranks—
“workers” who made good. Their supposed rule is projected as proof
of the democratic or at least benevolent character of American
capitalism.

Professor Samuelson of M.LT. writes in his best-seller textbook:

If not the stockholders, who do make corporate decisions? Primarily, the
increasingly important class of professional managers. . . .

This suggests that the future problem may not be one of choosing between
large monopolistic corporations and small-scale competitors, but rather that of

devising ways to improve the social and economic performance of large corporate
aggregates.l?

*Berle and Means classified 36 large industrial corporations as “‘management con-
trolled” (besides several not included in later lists of large corporations). The TNEC
study found definite centers of control for 15 of these. The National Resources Committee
fl'lldy established control centers for 11 of the 21 remaining. The present volume, with
its more complex frame of reference, finds definite control centers for 7 of the 10 cor-
Porations unclassified before World War I1. That leaves just 3 of the Berle and Means list
of 36 as possible candidates for “management control.”
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No longer is monopoly to be feared, for it is not run by capitalists,
but by managers, who may be converted into public servants! The
most extravagant version is that of Berle, who claims that management
control has imbued big business with a “corporate soul,” which he
hopes will harness capitalism to the advance of social welfare. Berle’s
view is roundly denounced by the anti-monopoly economists, Adams
and Grey, who write of his doctrine of the “corporate soul”: “This is
the ultimate rationalization of monopoly, the prelude to final legitimi-
zation, which is the goal of all aspirants for monopoly power.”**

While most of the business and academic world accept the validity
of the “managerial revolution” theory, they are not wholly agreed as
to its desirability. As against its advocate Samuelson, professors Purdy,
Lindahl and Carter charge that the managers set themselves up as a
“perpetual totalitarian business elite, . . . rather than a group of stewards
working for the interests of stockholders, employees, and the general
public. . . . Only a Rockefeller can wage a successful struggle against
an arbitrary management fortified with a strong corporate treasury.”’®

Of course, some of these arguments are sheer nonsense. As if any
big capitalist is after anybody’s welfare except his own, or acts as
«steward” for somebody else if he does not see a profit in it! Obviously,
this discussion must be divorced from that twisted morality, which
in the case of these authors glorifies the Rockefellers and other vested
families, and attacks the “greedy” Girdlers, Wilsons, and other hired
executives—and in the case of other authors glorifies the hired strike-
breakers, speed-up artists, and government contract-getters, as against
the “coupon-clippers” behind the scenes.

Despite the propagandist purpose of the “managerial revolution”
theory, it is necessary to examine some of the evidence cited by its
advocates.

Prominent is the argument that salaried officials, or “inside” direc-
tors, comstitute a majority on the boards of most large corporations,
and “outside” directors, primarily representing financial interests, are
a minority. This argument simply disregards or distorts the facts.

In seven of the ten largest non-financial corporations, as of early
1955, so-called “outside” directors were a majority, usually an over-
whelming majority.*

* Among academic studies of this subject, the best documented, by Professor Mabel
Newcomer, shows that of over 5,000 directors of large corporations in 1949, only 37.3%
were officers, of “inside” directors. This was an increase from 25.7% in 1900, but of
course the development of a responsible corporate bureaucracy was still in its early stages
at the turn of the century.2® Professor Stanley Vance claimed to show a majority of

“inside” directors, but by means of a confused classification which lumped together
members of owning families with hired cxecutives, and other dubious statistical methods.
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TasLE 2. “OUTSIDE” AND “INSIDE” DIRECTORS OF TEN LARGEST
NON-FINANCIAL CORPORATIONS, 1955

Corporation Number of Directors
“Outside” “Inside™
American Telephone & Telegraph Co. 18 2
Standard Oil Co. (New Jersey) 0 16
Generat Motors Corp. 20 13
United States Steel Corp. 13 5
Pennsylvania Railroad 14 4
New York Central Railroad 14 1
Socony-Mobil Oil Co. 2 10
Standard Qil Co. (Indiana) 3 13
Southern Pacific Railroad 14 2
Gulf 0il Corp. 6 3

Source: Poor’s Register of Directors and Executives, 1955. “Outside” directors are those
whose principal business attachment is not with the listed company. Usually they repre-
sent large stockholders, affiliated financial institutions, or corporations in related indus-
tries. “Inside™ directors are paid executives of the listed company, usually without
substantial stock ownership.

The three exceptions, with a majority of “inside” directors, are all
Standard Oil companies. As shown in Chapter IX, far from exhibiting
“managerial” control, this merely reflects the tightness of the Rocke-
feller grip on the oil companies, which permits them to put the affairs
of their largest industrial corporation formally in the hands of hired
managers without risking loss of actual control.

In smaller companies, there is often a majority of “inside directors.”
But this is usually because here the large stockholding families more
often appear personally, rather than through trusted employees, among
t%le_salaried managers. And in some companies outside directors are
limited for legal reasons, as with the electric power holding systems.
The significance of these limitations, so far as actual control by
financial interests is concerned, is shown in Chapter VI.

The largest giant of them all, American Telephone & Telegraph,
heads the list of the so-called “management-controlled” corporations.
But _what is the actual situation? Of the 18 directors, only 2 are
salaried officials! The outside bankers not only dominate the board,
but constitute the majority of the executive committee.

The statement that “only a Rockefeller” can challenge a group of
Managers is also not in accord with the evidence. Recent years have
;ﬁe.n numerous examples of dominant shareholdings or financial groups
Bl;liltli%hthe top executives of large corporations. Lever Brothers, the

-controlled soap manufacturers, fired the well-known Charles
:kaman as chief executive. The Merrill Lynch interests controlling
eway Stores fired Lingan A. Warren, despite the fact that he had
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acquired a prominent position in the retail world. Finally, the epitome
of the dictatorial manager, Sewell Avery, was dropped by the Chicago
financiers who really dominate the “management controlled” Mont-
gomery Ward. When Robert R. Young and his associates defeated
the Morgan interests for control of New York Central, they replaced
the president, William White, and a number of other top executives.
The Wall Street forces “took care of” their loyal servant, White,
however, and promptly made him president of another ratlroad under
their control, the Delaware & Hudson.

This is not to say that corporate managers are mere “hired hands.”
The executives of Standard Oil, somewhat like the permanent Civil
Servants of the British Foreign Office, have lifetime tenure in positions
of great responsibility, often international in scope. But the tenure is
secure, and the responsibility exercised, only so long as it conforms
with the general policy lines laid down by the controlling outside
interests.

Of course, conflicts arise. Corporation officials and executives “bar-
gain” with the controlling stockholders over the division of the spoils,
and sometimes fairly sharp differences arise. Moreover, occasionally
hired executives rise to positions of considerable influence, and may
participate in control, by virtue of exceptional ability or where an
uneasy balance of power exists among owning groups. For example,
Charles E. Mitchell became a dominant figure in the National City
Bank during the 1920’s because of his skill in the aggressive sale of
stock, and because of personal difficulties which impeded active exer-
cise of control by the largest stockowning family. In the case of
Bethlchem Steel, the managing group, consisting of large stockholders
from the time of establishment of the corporation, probably exert
effective control, although in close concert with leading Wall Street
financial interests. Frequently business managers become prominent in
politics, as representatives of dominant financial interests, rather than
as controllers of corporate policies.

Regardless of the exact distribution of power in any given case, the
most vital point is the identity of class interests as between managers
and controlling stockholders. Burnham’s attempt to draw a class dis-
tinction is in complete disregard of the facts.

Contrary to the Horatio Alger mythology of “People’s Capitalism,”
corporate executives are drawn overwhelmingly from the propertied
classes. Nepotism is normal in filling top jobs throughout the network
of industry and finance. When a man of lesser property rises to a
high place, often as not he gets there by “marrying the boss’s daughter.”
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Even in the absence of such personal ties, the poor man rises to the
corporate top only by dint of the most strenuous, unscrupulous efforts
to serve his masters at the expense of the company’s workers, cus-
tomers, and rivals.

These conclusions may be gleaned from recent academic studies,
such as that of professors Warner and Abegglen. They found that
two-thirds of all top business executives were the sons of owners or
executives of business firms or of professional men, and concluded:
“Whatever our national hopes, the business leaders of America are a
select group, drawn for the most part from the upper ranks. Only to
a limited extent may it be said that every man’s chances are as good
as the next man’s, for birth in the higher occupational levels improves
these life chances considerably.”?

Mabel Newcomer, in a more elaborate study, found that the chances

of a son of a business executive attaining a top corporate post were
139 times the chances of a semiskilled or unskilled workers’ son,*?
and that corporate chairmen and presidents were overwhelming
from moneyed families of Anglo-Saxon Protestant origin,
] The corporate bureaucracy, like the government bureaucracy, has
increased in size with the growth of giant corporations. But even more
than government bureaucrats, the corporate managers are part of, as
well as agents of, a ruling group, the financial oligarchy.

THE FRUITS OF CONTROL

Capitalism }}as grown far more complex than it was in the days
when the capitalist personally supervised the labor of workers and

‘derived his profits directly from the exploitation of that labor. The

essence of that relationship remains as the amount of profits derived

.frt?m exploitation of labor has multiplied. The particular character-

1stic of monopoly capitalism, in this respect, is the monopolization of

profits, going far beyond the centralization of capital in a few strong
ds. '

The control group in a corporation, which, as has been shown, may
supply a small proportion of the total capital invested, appropriates
2 much larger share of the total profits, often amounting to the lion’s

re.
w :rraditional economic theory recognizes that the rate of return on
tisk capital” is normally several times as large as the rate of interest,

de for the mere use of money “without risk” on the part of the

der. Now, to be realistic, economists must define an additional
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category, the profits of control. These profits are realized in a variety
of forms. Their existence is often hidden, appearing neither in the
books of corporations nor in the tax returns of individuals. In my
earlier work, The Income “Revolution,” it is estimated that the top
one percent of the population had effective income of more than
$16 billion in 1948, over and above the $19 billion reported on their
tax returns.?®* A major portion of the $16 billion, in addition to a
small part of the $19 billion, consisted of the profits of control.
Because of the lack of precise statistics on the subject, Table 3 is
presented only as a rough approximation of what the actual situation

may be in the United States today.

TasLE 3. RETURN ON DIFFERENT CAPITALS

Possible range of

Kind of Capital rate of annual return

Control capital 25%—50%
Risk capital (ordinary share capital) 4%—12%
Personal savings at interest 2%— 3%

Here the whole concept of profits as the “reward for risk-taking,”
as taught in the schools of the land, is turned upside down.

A small savings bank depositor can obtain interest of two or three
percent with little formal risk. However, because of the tendency to
inflation which has persisted over most of the half century of monopoly
capitalism, the entire interest return often merely compensates for
the decline in the purchasing power of the saver’s capital, and some-
times falls short of the loss in real values.

A small investor may purchase stocks and receive four to six percent
annually in dividends. If he is reasonably lucky in his sclection of
securities and timing, he will average as much again in the apprecia-
tion in the value of his shares, for a total return of eight to 12
percent. But he risks losing out altogether through the vagaries of the
stock market and his unavoidable ignorance of the full situation in
particular corporations. The cards are stacked against his buying and
selling the “right” stocks at the “right” times. Often, he will be urged
by promoters to buy particular securities after they have been marked
up in price through advance purchases by “inciders” who knew that
profits would increase. As he is buying, the “insiders” may well be
unloading, to anticipate the next downturn in profits. The small
investor is apt to have money for investment only in good times,
when stock prices are high, and is often forced to sell in bad times,
when stock prices are low.
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The men with the really big money, participants in or closely con-
nected with the highest financial and political circles, are able to reap
fabulous rates of profit from the actual control of corporate affairs,
and without substantial risk. They avoid risk because they themselves
can arrange to acquire their profits of control, they know before the
event those happenings which dictate the advisability of purchases of
sales, and have money when the best opportunities arise.

We are told, for example, that Laurance Rockefeller multiplied a
portion of his capital five times in as many years through investments
in a series of corporations in which he took control?* That is the
equivalent of 38% compounded annually. The eight to ten times rise
in the values of the “blue chip” investments of the Rockefellers, Mel-
lons, and du Ponts, is partly traceable to control on a higher level—
the ability to establish Federal government policies designed to enhance
the profits of these families’ controlled corporations.

This difference between an ordinary return beset with risks, and a
riskless king-sized rate of profit, is what inspires the numerous battles
for corporate control in America. It explains why a corporate director-
ship, even in a company without book profits, is a valued prize.

Sotr}e will say: if 2 man can make 38% each year, that is the
American way, that is the reward for competitive enterprise, and
more credit to the winner. One may have whatever moral judgment
he wishes, but he should be aware of the circumstances and conse-
quences of the 38% profit. Usually it is possible not because of any
particular ability on the part of the beneficiaries, but because of the
wcaII.:h- already in their possession, mainly through inheritance. The
acquisition of the profits of control, although in rivalry with other
groups of powerful men, furthers the process of monopolization of
the entire economy. It is realized mainly as extra-large profits, at the
expense of the labor of the working population, in a variety of ways
which are none the less costly for their frequent invisibility. Finally,
control profits are often accomplished through business and govern-
ment policies which reach new depths of irresponsibility to the general
welfare.

The following is a partial listing of the ways in which control is used
to garner extra profits:

o (“13?. OAcq;tifz:tz'on, u:z,'tﬁoqt inae:s‘tmf’nt, of large initial blocks of shares
el mo, Je;rs stock.” This device, in thc: .happy never-never world of
o gre iz]rlo §ssors,A was lsltoppeq by Securities and. Exchange Commis-
eauseg . ;vt;ons. ctually, if it has become less important, it is only
er enterprises than formerly are started through new
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corporations. In those industries where new companies have been
started during recent years—e.g. uranium, natural gas—promoters’
shares have been taken with a lavishness equalling any known in past
boom periods.

Thus the promoters of Westcoast Transmission, Ltd., a natural gas
pipeline company, deait themselves 625,000 shares of stock at 5 cents
per share, and then proceeded to sell stock to the public at 5 dollars
per share. The investment bankers, the highly respected firm of
Eastman Dillon & Co., claimed that “no inference” that the two prices
“should necessarily bear any relation to each other is justified.”** This
brazen explanation is all that is necessary to satisfy SEC requirements.

(2) Placement of members of the control group or their relatives in
jobs paying fat salaries and carrying other prerogatives, such as vir-
tudlly unlimited expense accounts. In many smaller corporations, a
major part of total profits are taken out in this way. In larger com-
panies, while substantial, this item is relatively less important. Never-
theless a substantial part of the $8,777 million in compensation of
corporate officers in 1953* falls into this general category.

(3) Channeling of all banking business to the institutions of the
control group. This involves interest on bank deposits, underwriters’
discounts on new securities, fees for financial advisory services, fees
for the handling of fiduciary services, and profits from control of
various sinking funds and pension funds (see Chapter V).

(4) Channeling of orders for materials and supplies to corporations
under related control. A recently published example is the purchase
by Ford Motors of designing services from the Walter B. Ford Design
Co., a family concern.?” Not satisfied with its $15 miilions in annual
dividends, the Ford family also insisted on taking extra profits through
this means, as well as through payment of huge salaries to family
members.

(5) Sale of goods or property at a favorable price to corporations
under related control. An example is the virtual gift by Olin Mathieson
Chemical Corp. of valuable oil properties to an oil company owned
by the corporation’s control group (Olin family, Thomas S. Nichols,
and John W. Hanes, a banker with Morgan connections). The oil
company paid no cash, will pay 80% of the produce until several
‘million have been turned over, and then will have the property free
‘and clear.?® This form of transferring title is typical for oil and mineral
properties, since it permits the profits to be reported as low-cost capital
gains.

(6) Channeling of legal, enginecring, accounting, and advertising
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fees to rcflatc’d firms. A recent example, unusual only in the publicit
surrounding it, was the action of Thomas I. Parkinson of the Equitablz
Life Assurance‘ Association in paying out multi-million dollar adver-
tising fees to his son’s firm. Because of an internal squabble, a scandal
was made of this and Parkinson was forced to resign. But, obvious]
his big busint?ss associates did not regard this perfectly “normal” waj};
Of, acting as in any way reprehensible. Parkinson was retained as a
director of such corporate giants as American Tel. & Tel, Chase
Nationa.l Bank, and Westinghouse, and as an overseer of th; roper
upbringing of the young—a trustee of Columbia University. pp
(7) Use of inside information. Dollarwise, this is the most important
of all. The service fees collected by bankers and lawyers, the Es:)alalrif:s
and bonuses collected by directors and officials of corpor;tions-—lar S
as these are—are small in comparison with the dollar value of tlgu:
information about business affairs obtained by these “insiders” of th
controlling circles. )
A frequent situation is for the control group to decide to build
corporate properties in a certain area, and in advance, through dummy
companies, buy up land cheaply there so as to realize the profits from
its sale to the controlled corporation. Similarly, the control group of a
most powerful corporation, deciding to offer to buy out a weaker firm
will purchase shares of the weaker company and reap a pretty proﬁé
when the main corporation makes a favorable offer for purchase of
thf: assets of the smaller concern. The Eastern Air Lines-Colonial
Airlines case (see Chapter VI) is an exampl
Often, when a i i
(e, corporation announces an increased dividend, prices
gc its shares on the stock exchange decline instead of rise. This is
cause t'he price has already “discounted” the increased dividend
'I.'hc insiders” who decided on the dividend bought h .
ume ago, at much lower prices, bef h the higher dividend
 the oy 2 much prices, before they voted the higher dividend
rd of Directors meeting, and then sold the extra shares and

took their profits just bef i i
ore or imm i thei
lecision. ] edlately after announcing their

STOCK MARKET PROFITS

pc?nly insignificant and incidental stock market profits are made by
trertl}c(lsif,)e%l.}lllators, whether they be “hunch gamblers” or “students of
sk ’i‘h Ee real pro‘f‘its are f.nadf by the “speculators” who take no
and 4 ley bet on a “sure tht‘ng, beca.use they control the situation

ecide the event which will determine the trend of market prices.
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The stock market, as a general medium of speculation, has never
regained its prominence of the 1920°s. But so far as the control groups,
the “insiders” are concerned, stock market and real estate deals have
become the most important means for extracting the profits of control.
In the six years 1924-29, the period of the “bull market” of the 1920’s,
net capital gains (less losses) shown on income tax returns totalled
$166 billion. In the six years 194651 the corresponding figure was
$30.7 billion.® During this later period capital gains reported on
income tax returns came within ten percent of the totals of dividend
receipts reported.

The figures cited fall far short of portraying the full extent of this
development. A very large proportion of capital gains are never
reported on income tax returns. They are transferred through gifts,
wills, or other transactions, sometimes through several generations
without ever being realized in taxable forms. Furthermore, the figures
end with 1951, prior to the “Eisenhower bull market” of the middle
*fifties, during which capital gains undoubtedly jumped far ahead of
the 1946-51 rate.

Economists teach that capital gains are accidental, speculative
income, without economic significance. Nowadays, certainly, that is
wholly inaccurate. Capital gains, like other forms of appropriation of
profits, are derived from the exploitation of labor buttressed by control
of natural resources. Far from being accidental, they result from
systematic arrangements to put profits into that form in order to
reduce taxes as permitted by discriminatory tax laws. And thereby
an additional cut is taken out of the incomes of the majority of the
population, who have to pay higher taxes to compensate.

Of course, some of the capital gains are realized by small speculators.
But this is much less the case than during the 1920’s. The capital gains
are mainly those of large operators, the really top Wall Street figures,
as well as the lesser empire builders who function under their wing
and with their financial support.

Capital gains provide the largest single source of profits of control.
Add the many billions each year from the other forms, and only one
conclusion is possible.

The control groups in corporations, holding but a minority—and
often a very small minority—of the total shares, extract more profits
by virtue of their control position than all of the millions of small and

medium-sized shareholders taken together.

Since the bulk of these extra profits are reinvested to further increasc
profits and control, there are the following general results of this

process:
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1) A rapld increase in the concentration of ownership and control
of corporations;

(2) A sharp intensification of struggles for corporate control among
various groups.

STANDARD POWER & LIGHT

The 193940 hearings of the Temporary National Economic Com-
mittee brought out a number of cases where financial giants batiled
to win control of great corporations, and to capture the profits derived
from' those controls. As an illustration, consider the Standard Power
& Light Corp., one of the large utility holding company setups of
;hc ]1?20’5. From 1126 Eha(l:»uih 1929 this was jointly controlled by two

anking groups, the esby i i
banking 810 % ) the NZW Y);r;{r?terests of Chicago and Ladenburg,

These two interests had a written agreement for ivisi
Proﬁts of con.trol. A stockholders’ suit gled in 1929 icltcl:r?ti(ilil:zisg;nxr(l)ifllit(}:;
;1;3 Er;fei:? O\g.hlch the Byllesby interests had already obtained, in a three-

However, this stockholders’ suit was no complai
smazll stockholders or overcharged electric power [::Ijs?(:mifrs.d ifr‘:liei
device of another group of financiers who used the exposé to wrest
control from the Byllesby interests. The rival syndicate, which was
.successful, consisted of the American branch of the Schr(;der bankin
interests and the financier Victor Emanuel. Behind this syndicate stoog
the Rockefellers and Dulleses, the Anglo-German Schroder interests
:11'1’c11<h the successors to the Belgian munitions king, Alfred Lowenstcinj
he nce “[rJrZ\rrll((i)ursn 0grreoup0 v:{ve;e!pikegs_ compared with the objectives of
co%t;;o[  ond more 1}) ! v::erru& sI)jxg ﬁi-atc which succeeded in winning

e president of Schroder Trust, a key firm in the new syndi
gg}zm;d hc?w most of the.$137 million required for buyingy cirf?fsi
minion.e“ ;‘aised from o.ut-mdcrs,. the inner clique needing only $20
e ea. “For the $20 million S.tlll to be raised, we would have avail-
e o rnings of $15,250,000, which would represent a return of 7614 %

Thanmg on the moncy to be raised (emphasis in the original).”*®
he rezzlp br.ase, underlined in the memorandum—76%% profit—was
The s {)5 ]ecFl <')f the fight fqr conFrol.
dividen million was exPlglned in detail, one-third to come from

lends on stocks of subsidiary companies to be seized by th 1
Syndicate, the remainder from ings” “cngincering
AN 5 ! management earnings,” “engineering

ngs,” and “financing charges.” Nor was the $15,250,000 the whole
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story, for: “Nowhere in this memorandum have I discussed the many
advantages that would inure to the bankers in this situation. I have
thought this was too apparent to make any comment; it is sufficient
to say, however, that they would be assured of an immense amount
of prime public utility securities each year that would be purchased
from friendly hands, and that their position in the situation would
be even more attractive than that of the operators.””

The memorandum explained how the profits of the control group
would be kept from public knowledge through the manipulations of
accountants: “it has been done in many of the largest and most im-
portant companies in this country.”

Deeply involved was Allen Dulles, later Director of Central Intelli-
gence in the Eisenhower Administration, and the Dulleses’ law firm,
Sullivan & Cromwell, which explained to the syndicate that: “the two
gentlemen’s agreements are not legally binding, as we already under-
stand, but that they have worked perfectly and will continue to do so
as long as they are between people who have confidence in each other
and who wish to play ball.”*

Thus the affairs of great corporations are run by banking groups
under extra-legal agreements for the division of the super-profits
derived from the control position. The greatest upholders of “law
and order” and “our way of life” run their affairs by secret-agreements,
trick accounting, and the advice of lawyers who help them cook
up their deals while spouting the highest moral principles in public.

Of course, the dubious character of these proceedings accentuates
the instability of any particular control arrangement, increases the
opportunities for the “gentlemen” to cease “playing ball,” for a
reshuffling of forces and a renewed battle for control. But these
struggles involve only the identity of the particular beneficiaries, not
the character of the control or the extraordinary profits derived.

CHAPTER IV

The Spider Web

HaroLp StaNLEY, oF Morgan, Stanley & Co., wrote the TNEC in 1939:

“ba\zl;atcscr may h:,i,vt? been said pro and con about the existence of socalled
AeIrl on.unatlon‘ in the past, the truth is that it simply does not exist today
;f. - Allegations of “banker domination,” like those of the “spider web” theor ;
Sha;c;nttg)el, tl}l:‘wli _bcen repeated so often and arbitrarily, and so fancifully, that the;v
inking on economic questions of may well-meanin i i
ha - and intelligent
g:dzc::.r.’r. . tfi"mi the most part s};lch talk has been advanced by p%rsons who ﬁ:il:e
actical experience in banking or in industr i

a2 - . Y and b

creating sentiment for the abolition of private enterprise.? Y persons fnfent on

Thts”eloqucnt denial has been built up, rationalized and “docu-
fncntfad by -thc monopoly apologists and no few “well meaning and
mttj.lhgcnt citizens” taken in by the arguments of the bankerf d
their covert spokesmen. "
is?fifigﬁ ;I;lte term “s;l)lldcr web” chosen for attack by Mr. Stanley
inegitaalen om‘.i1 to }C, aracterize the complex network of financial
Amen™s a;oulig. w Iilch the (?hgarchy runs the economic life of
simgle il:]_ L yt mg,dt e term is mz_{dequate. The reality is not so
o tucturkf: tzllln clear in functhn. Often devious in its opera-
ang ,a \ b-e work throws out strands in many directions, strangling

oL sorbing more and more of the country’s economic life

nief institutions in _the “spider web” are the banks of various' kinds
l1nl:il::tl;(r):;llrslc;fiA (rzl(()impames, investment trusts, holding companies, anci

e e . no account would be complete without considering

phc1 role‘of the great corporate law firms.
and ‘;n tzf}i: Zf institution has its special role in the control of industry
Pk ppropriation :jlnd investment of profits. Strong ties of
1p cemented with interlocking directorates link financial in-
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stitutions of different kinds in an inner circle of coordinated power.
Similar strands extend from the inner circle to the great corporations
of industry, transport and utilities, through which billions of profits
extracted from the population of this and other countries are funneled
to the central oligarchy.

All weaker economic units, in greater or lesser degree, are entangled
victims of the web, including smaller business and agriculture, and
the individual citizens as workers, householders, and personal bor-
rowers. They may be ensnared by direct exploitation, by the manifold
devices of monopoly domination, by indebtedness, or by a combination
of these. All pay higher taxes to compensate for those avoided by the
means available to high finance, described in this and later chapters.

Properly speaking, there is not one such spider web, but a number,
each ruled by different interests, rivals in certain areas, partners in
others. Rivalries also exist between the different types of institutions,
each striving for a stronger position. During the past twenty years,
there have been important changes in the balance of power.

The overwhelming position of the financial core of the “spider web”
in the control of corporation shares and in the supply of capital is
illustrated in Table 4.

The $88 billion of corporate stocks held through these financial
institutions comprised 33% of the $268 billion in stocks outstanding.**
Another 35% was owned by the one-tenth of one percent of the
population with incomes of over §50,000 (besides their holdings in
trust funds).® Much of this 35% was carried through investment
banking and brokerage firms, and personal holding companies. More-
over, included among these individuals with incomes of $50,000 or
more are the much smaller number who control the network of
financial institutions.

Obviously, this oligarchy has solid stock control of the major cor-
porations of America.

The $80.7 billion of corporate credits outstanding shown in the table
exceeds 609% of the total, and the $10.3 billion of new long-term
money arranged by financial institutions is almost all of that category.

There follows a discussion of each of the major types of financial
institution, explaining the particular role of each in the control net-
work and in the extraction of tribute from the population, and identi-
fying the leading companies.

*Or 35% of an alternative estimate of the total, $250 billion, shown in the same
source.
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TasLe 4. STOCK OWNERSHIP AND SUPPLY OF CORPORATE FUNDS BY
LEADING TYPES OF FINANCIAL INSTITUTIONS, 1954

{billions of dollars)

Stocks Corporate  New Long-
Owned or Credits Term Money

Type of Institution Controlled Ountstanding  Arranged

Commercial banks . $26.9

Trust depts., banks and trust companies $62.60 15-6

Investment bankers and brokerage houses b . $8.0¢

Life insurance companies 3.4 34.2 2'1'i

Fire & casualty insurance companies 6.5 0:6 '

Investment trusts 7.3 0.4

Mutual savings banks 0.6 3.0

Personat holding companies b )

Foundations and university endowments -7.6

Law firms ¢ c c
Known totals 88.0 80.7 10.3

. .
Other estimates run as low as $40.5. That shown is from the source which specializes

in trust business. In any case, allo
. X 3 wance should be made for the i
stocks in trust accounts. undervaluation of

b . . .
Not available. The stock holdings of investment bankers, brokerage houses, and per-

sonal holding companies, combi i
sonal bol p , combined, are comparable with those of the trust departments

¢ Small direct holdings, but involved in all major transactions.

d .. . .
Domestic issues only. Figures based on estimate that one-half of all private placements

go through investm i
B e g ent bankers, the other half arranged solely by the insurance com-

SOERCE: Trusts and Estates, }.?'eb., 1956; Factors Affecting the Stock Market, (Senate
anking & Currency Committee, 1955), Table 6, p. 96; Investment Dealers Digest

Corporate Financi 1 ; Li
ety 1;11.1111;15116;; Dircectory, 1955; Life Insurance Fact Book, 1955; Federal Reserve

COMMERCIAL BANKS

In form, a bank is a mere intermediary which collects the savings
of many depositors for the use of selected customers who need these
funfis as capital, and will pay interest for them. In the complex modern
business world, however, the banks have acquired vast powers that go
beyonq the simple sum of these many transactions. °
ac;l;lslfiiolo.qar;s to @c business ﬁrm§ of the country give them complete
bt information of the affairs of these companies, so that the

s have become the nerve centers of the economy, the main store-
ouses of commercial intelligence.

Moreover, the banks are the manufacturers of the bulk of the
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country’s money supply. Coins and paper currency are of minor im-
portance in business affairs. The main money consists of bookkeeping
entries of deposits in the banks, out of which most business payments
are made by check. Today in the United States about 80% of the
money supply consists of these demand deposits, only 20% of
currency.* Whenever a bank loans money, it causes the creation of
an almost equivalent amount of deposits, so that the lending activities
of the banks are the main effective means of money creation—usually
more potent than the issuance of currency by the Federal Treasury.
By regulating deposit money, the banks strongly influence interest
rates and commodity prices. Credit inflation has become more potent
in our country than currency inflation. Booms are permitted—and
extended to great heights—through credit inflation. Crises are often
precipitated by the collapse of the credit pyramid, and deeply involve
the entire banking system.

Occupying a central place in the country’s finances generally, the
commercial banks play a more limited role in the specific field of
financing industry, as can be seen from Table 4. These banks con-
centrate on short and medium-term loans, rather than long-term
credits. They supply mainly working capital, and comparatively little
fixed capital for the expansion of capacity. '

The large commercial banks also finance the speculative activities
of their favored accounts, and the underwriting and trading activities
of investment bankers and stock brokers. These loans are often for
only a few days at a time, involving an extremely rapid turnover of
funds. Thus in 1956 the First National City Bank was making loans
to brokers and dealers in securities at an annual rate of $24 billion,
an amount equal to many times its total volume of loans outstanding
at any one time.*

The very rapid growth of concentration in banking fosters con-
centration in industry and trade. Local enterprises, accustomed to
borrowing from local banks where they are known, often are cut off
from funds as these banks are swallowed up by large banking chains
and bank holding companies.

The effects are very marked in times of boom and “tight money.”
Large companies, able to get ample bank funds, can expand operations
to the utmost. Small companies can rarely get additional funds, and
sometimes have their existing credit lines curtailed. They must pay
higher interest rates for what they can borrow. They cannot take

* In addition to various forms of quasi-money, such as short-term government securities.
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full advantage of “good times.” Many fall victim to the credit squeeze,
either being forced to sell out to one of the giants, or becoming business
failures in the midst of the boom.*

Credit discrimination reaches its climax in time of financial crisis.
The largest, best-connected corporations are permitted to maintain
their credit lines unimpaired. But the smaller, “independent” businesses
have their notes called when due. Now they no longer have the option
of selling out. The many that fail simply go on the auction block,
where they are picked up for a song by the bank-associated giants.

Until recent decades the commercial banks serviced mainly business
firms, and the large banks limited their accounts to the most affluent
corporations. However, in the intensified hunt for greater supplies
of capital and larger profits, the commercial banks have increasingly
added the servicing of middle class individuals and workers.

Most large banks have raced to establish branches in residential
areas in order to collect the deposits of the maximum number of
individuals. They have entered actively into the business of granting
small consumer loans and home mortgage loans—lines of endeavor
which have multiplied many times. The small pawn shop has given
way to the streamlined branch of the multilbillion dollar bank.

These “retail” services to the small consumer are the most profitable
of commercial banking operations. On consumer loans the rate of
interest is usually 12% or more as compared with 3%-4% on loans
to the largest corporations. Small checking account depositors, far
from receiving interest, pay monthly service charges to the bank for
the privilege of writing checks.

At the same time, the expansion of this field of activity permits
the rapid growth of bank resources and capital, and hence an enlarged
scale of operations in the field of industry. Legal requirements limit
a bank’s loan to a single customer to 109 of the bank’s capital. But
loans running into the tens of millions are needed for the operations
of the industrial leviathans. The banks which come to the top in the
accumulation of deposits and capital are able to monopolize this
business, to intensify their contacts and power position in industry,

* Between the second quarter of 1955 and the second quarter of 1956, manufacturing
mr?orations with assets of over $50 million increased their bank borrowings by 46%,
while those with assets of under $1 million were able to increase their bank borrowings
b_)' only 79.5 (The difference is exaggerated, but not decisively, by the method of statis-
tical compilation used by the government agencics.) The many complaints of inability to

Py crlll'ow by small corporations showed that this was a forced containment of their credit
ities.
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and at the same time to subordinate weaker banks which must depend
on them for participations in loans.

THE TWENTY GIANT BANKS

The Bank of America, National Trust and Savings Association,
which pioneered in “retail” banking, emerged at the end of World
War II as the largest commercial bank in the country. The Guaranty
Trust, which 25 years earlier was on an approximate par with the
two other very large banks in New York City, remained a “wholesale”
bank, and declined relatively to less than half the size of the Chase
Manhattan and First National City Banks.

Table 5 shows the twenty largest banks in the country at the end of
1955. Their combined resources amounted to $64 billion, approximately
309% of the total resources of all of the 14,000 commercial banks in
the United States. Moreover, through their position of leadership in
the placement of credits and determination of banking policies, these
twenty banks, together with certain smaller banks under identical
control dominate the commercial banking business of the United
States.

Their financial influence is measured more accurately by loan
statistics. Just 17 of these 20 banks, in October 1953, accounted for
52.19% of all member bank loans to manufacturing and mining com-
panies; 61.2% of loans to transportation companies, and 70.9% of
loans to all large corporations having asscts of over $100 million.**

Nine of the 20 are in New York City. Eight of these nine accounted
for 63% of all business loans of the billionaire banks, and 269 of
all business loans of all Federal Reserve member banks in the United
States.” Qualitatively, their leadership extends to determination of
national banking policies in addition to allocation of business and
control of many smaller banks.

The listings of the largest owning groups in the table are derived
from a variety of sources, including the unpublished manuscripts of
an outstanding student of American finance capital, the late Benjamin
Allen. In general, where a family name is shown, this represents the
largest known holder. Usually, however, control of the bank does not
reside in that family exclusively, but in a grouping of interests.

* Statistics of Federal Reserve Board, covering banks with deposits of over §1 billion.
This happens to coincide with the banks listed, except for the three chain banking systems
shown in the table.
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TasLe 5. TWENTY LARGEST COMMERGIAL BANKS, DEC. 31, 1955

Resources
Headquarters 12/31/55 Largest Owming

Bank City (millions} Families or Groups
Bank of America, NTSA San Francisco 9,903¢ Giannini
Chase Manhattan New York 7,509 Rockefeller
First Nationa! City New York 7,212¢2 Stillman-Rockefeller
Manufacturers Trust Co. New York 3,210 r.a.
Guaranty Trust Co. New York 3,191 Morgan
Chemical Corn Exchange New York 3,156 Goelet
First National Chicago 2,877 Chicago
Bankers Trust New York 2,785 Morgan
Continental-Illinois Bank & Trust Chicago 2,739 Chicago
Transamerica Corp.? (banks only) San Francisco 2,688 Giannini
Security-First National Los Apgeles 2,141 Los Angeles
National Bank of Detroit Detroit 2,015 du Pont
Marine Midland Corp.? New York 1,967 Rand
Hanover New York 1,959 Woodward
Mellon National Pittsburgh 1,942 Mellon
First National Boston 1,824¢ Boston
Irving Trust New York 1,733 na.
Northwest Bancorporation? Minneapolis 1,687 na.
American Trust Co. San Francisco 1,542 San Francisco
Cleveland Trust Cleveland 1,447 Mather

n.a. Not available.
¢ Includes asscts of wholly owned subsidiaries and affiliates, where published.,
¥ Bank chain.

Source: Resources from financial statements,

TRUST COMPANIES AND TRUST DEPARTMENTS

Ten Wall Street banks hold in trust some $50 billion of the personal
assets of the wealthiest families in America, about double the amount
of ordinary assets shown in their published reports. Through the
$50 billion the big ten wield a special power, for this sum includes
the largest and most intense concentration of corporation shares in
the world.

These funds are held in special trust departments, originally separate
companies, for managing rich peoples’ investments and supervising
their businesses. Little known to the general public, and largely
ignored by academic economists, these are peculiarly instruments of
the financial oligarchy in the era of monopoly.

The U.S. Trust Company of New York, organized in 1853, claims
to be the oldest in existence. It writes: “For 50 long years the Trust
Company’s trust business was nearly nil. . . . In retrospect we can
only marvel at the patience that nursed this infant activity to full
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development.” Then, at the turn of the century, the trust—or
“fiduciary”—business mushroomed. US. Trust Company’s income
from this source multiplied twenty times in the next fifty years (and
the value of trust assets increased even more rapidly).’

The currently typical joint organization of commercial banking
and trust functions provides distinct advantages to the owners.
Through the trust department of the bank they coordinate their in-
vestments, putting together concentrated blocks of shares, sufficient
for control or a share in control of selected corporations. These cor-
porations then have access to the resources collected from many
individuals and enterprises, and are thereby able to expand more
rapidly and increase the profits of the control group. Often the trust
department directly runs or participates in supervising industrial
corporations.

"The National City Bank said of the operations of its Trust Afhliate:

The principal business of the City Bank Farmers Trust Company is the care
and management of other people’s money. The extent of our business is measured
not by our balance sheet figures, but by the size and types of the funds under our
control or supervision. The amounts involved run into the billions, and our
investment activities range from the management of funds for individuals, cor-
porations, and charitable, religious and educational crganizations to the operation
of private business for which we are responsible under wills or trusts.®

Personal trust accounts originated in the handling of wills. Estates
were left in the “trust” of the bank or trust company for the benefit
of the heirs. While this continues as the major form of personal trust,
recent decades have seen a rapid flourishing of living trusts, wherein
people of wealth transfer a portion of their assets to the management
of the trust companies.

The trust department is far more than an agent. It takes on all the
attributes of ownership except for the appropriation of profits, as
illustrated by this description, by the Continental Illinois Bank and
Trust Co., of typical actions of a will trustee:

1. Takes physical possession of assets, takes title to property.

2. Considers immediate nceds of beneficiaries and arranges to pay income if
necessary.

3. Reviews assets, buys and sells, invests funds.

4. Collects income, makes payments as provided.

5. Handles all tax angles, looks for tax funds, distributes assets as provided.’®

During the past decade the trust departments have gathered more
billions of assets, nominally belonging to workers—the corporate

THE SPIDER WEB 69

pension trust funds. By September 1955 banks held over $12.5 billion
in trust for such funds, almost $7.5 billion held by 13 large New York
panks. The employers select associated banks as trustees. These banks
use the funds as they see fit, rendering accounts to employers, rarely
to the workers.™

Thereby the trust department bankers obtain still more funds to
merge with the billions of the wealthy in buying up control blocks
of company shares. The sccurity of the workers is limited by the
liability of these investments to depreciation in time of crisis, and by
the ability of the banks to use the funds as a club against labor in
time of acute class conflict.

By 1954, total personal trust assets exceeded $100 billion, five or
six times as much as in 1931. This heightened centralization results
partly from the increased share of the national wealth in the hands
of a tiny group of millionaires. Also, the growing complexity and
scope of operations of American capitalism increases the incentive for
rich families to pool their resources and information through banks as
a means of establishing control over still more profits. Compelled by
popular pressure to accept higher income tax rates, these interests were
able to frame the law to leave loopholes through the use of trust
accounts. Many of the directors of trust companies are lawyers, with
a primary function of manipulating accounts so as to minimize the
taxes paid.

The rapid increase in personal trusts signifies a further increase in
the concentration of control over American industry. As shown by
Table 4 by the end of 1954 the personal trust departments were far
and away the most important control center for huge blocks of stock,
having almost one-fourth of all the shares in the country.

The handling of trust accounts is much more concentrated than
commercial banking. Only one-fifth of all banks are licensed to do trust
business. And with most of these the business is nominal. Table 6
shows the geographical distribution of personal trust assets.

tfhe ten Wall Street banks previously mentioned (including one
private bank) handle the bulk of the city’s dominant share in the
country’s trust business.'” Each (with one possible exception) had
More than $2 billion in personal trust assets in 1954. They are listed
0 approximate order of trust assets in Table 7. '

_ Chase Manhattan handled some $14 billion of personal trust assets
1n 1954.*-55. These represented the holdings of a few thousand families,
averaging several millions each. For these families, Chase Manhattan
Collects perhaps a half billion yearly in interests and dividends. Taken
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together, the big ten concentrate a large part of the properties of
America’s economic royalty, perhaps 20,000 families.

TapLe 6. PRINCIPAL CENTERS OF PERSONAL TRUST ASSETS, 1954

Personal Trust Assets

Area (billions)
New York Federal Reserve District $58.0
New York City (alone) $53.0
1llinois 10.5
Pennsylvania 7.0
California 4.7
Ohio 35
Massachusetts 32
Toral of above £86.9
NaTioNaL Torat $10C plus

Source: New York estimates based on data contained in Federal Reserve Bank of New
York, Monthly Review of Credis and Business Conditions, June 1955. Other states based
on Annual Report of the Comptroller of the Currency, for national banks, and state

banking department reports for state banks.

Despite its magnitude, the personal trust business contributes but
a small portion of the profits of the great downtown banks. Fees
collected have averaged less than one-tenth of one percent of the assets
handled. Basically, this is because the trust customers are the select
few who own the banks or are closely associated with the owners.
They are not interested in making profits out of themselves, but only
out of the smaller depositors and companies.

Outside of New York, the two leading Chicago banks probably
have over $2 billion each in personal trust assets. The First National
Bank of Boston reports close to $2 billion, as do the three leading
Philadelphia banks.

The power generated by concentrated investment of trust funds in
industrial corporations is translated into influential and profitable
relationships with these corporations.

The corporate trust or fiduciary activities of the banks are a case
in point. The bank acting as bond frustees represents all the scattered
bond holders of a particular company, and exercises their rights and
privileges. The stock transfer agent performs technical functions
which give it a complete knowledge of the corporation’s owners and
of all shifts in ownership. It thereby is in a strategic position to fore-
stall attempts by rival financial groups to gain control through stock
purchases. The stock registrar has secondary technical responsibilities
of the same general character.
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TasLe 7. TEN LARGEST WALL STREET TRUST DEPARTMENTS

(personal trust assets in billions)

Chase Manhattan Bank ($14)

First National City Bank (through City Bank Farmers Trust)
Bankers Trust

Guaranty Trust

United States Trust Co. (%$5)

Hanover Bank

New York Trust Co.

Bank of New York

J. P. Morgan & Co. ($2)

Brown Brothers Harriman & Co.

SOURCES: Bz_mks %dcntiﬁed from information contained in annual reports and in reports of
stoc.khcfldmg_s in major corporations submitted to Federal agencies. The order of the
insu'tunons is based on comparative earnings of trust departments, and collateral infor-
mation. 'f'.'he $14 billion for Chase Manhattan Bank was revealed when it transferred
from national to state charter in 1955, causing the dropping of its personal trust assets

. from the New York State total for national banks shown in the Annual Report of the
.Comptrol.lcr of the Currency. The $5 billion for U. S. Trust Company was indicated
ina sgcctal release of Jan. 1957, and the §2 billion for J. P, Morgan & Co. was con-
tained in its annual report for 1956. .

When an industrial company is controlled by a single group, these
functions will be shared by banks of that group. When two groups
share control, they will divide these fiduciary assignments and the fees
that go with them.

Large New York banks perform at least one (and wsually all) of
-thcsc three functions for 99 of the 100 largest non-financial corporations
in the United States.

Manx ‘of the 99 also have these functions performed by banks in
other cities, notably in areas where they operate, or where there are
large stockholdings. But the predominance of the large New York
banks in this business is overwhelming.

An authoritative text by four professors states: “The financial aspect
of corporate fiduciaryship is indeed an amazing one. The figure of
over ﬁny billions of personal trust assets is practically beyond com-
Prehension. Yet this is merely one phase of their activities. The volume
fl corporate trusts administered is two or three times as large.
matho}lgh the feconomic, soFiai, and political aspects of such financial
; gnitudes .wﬂl not be discussed here, these points should not be
V¥1mkcd—1n fact, they can hardly be overemphasized.”*?

CUSs?; gt(})lod“ professqrs may be pardoned for their timidity in dis-
of Hg' ¢ “economic, sgaaln, and political” significance of this state
altairs. The main point is clear enough—through trust activities

3 few New York banks and the influential families behind them
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exercise a vital, and often decisive lever of control over all of the
key points of the economy. Moreover, through the rapid expansion
of this form of activity, the concentrated power that it represents has
become still more marked in recent decades.

INVESTMENT BANKERS

Investment banking is the mobilization of the basic capital of
industry, as distinct from the short-term working capital supplied by
commercial banks. Investment bankers convert the money capital of
many people into huge unified blocks of productive industrial capital.
They seli the stocks and bonds which represent ownership of that
capital. They play the key role in the organization of new companies,
in arranging mergers, in decisive expansions of capacity.

The leaders in investment banking, therefore, have been, historically,
at the summit of the industrial-financial empires of the oligarchy.
The House of Morgan, which evolved the investment banking
function most successfully, was the leading financial power of United
States imperialism during most of its development.

The investment banking houses have done more business in recent
years, dollar-wise, than in any previous period of comparable length.
But their proportionate share of financial business has been reduced,
and their functional role is less decisive. Fewer wholly new major
corporations are established, and the life insurance companies have
taken over part of the function of mobilizing long-term capital.

Believers in the reformation of American capitalism cite this trend
as evidence of the supposed demise of the power of high finance. But
all that is really involved is a change in the relative importance of
different types of institutions used by the same moneyed interests.
It is true that some very prominent investment bankers who did not
succeed in creating a rounded financial apparatus have lost ground in
general influence. But their loss is the gain of others, a mere shift
in power within the oligarchy. The general rule in the top circles is
the common ownership or control of varied institutions of the financial
network, to provide maximum functional flexibility.

This is all the more necessary because day-to-day investment banking
operations, to be effective, must be in the closest conjunction with
other types of financial institutions. Commercial banks supply invest-
ment bankers with vast short-term credits while the latter are dispos-
ing of securities purchased from industrial corporations. Intimate
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rclaFions ;rf: required with bank trust departments, insurance com-
anies and investment trusts, buyers iti
ﬁ, e e e (4% ;’ank)érs_ of the bulk of the securities under-

Prior to 1933 the leading investment bankers were organically con-
necth‘l with commercial banks and trust companies. Old investment
b.ankmg' houses .also conducted commercial banking and trust activi-
ties, besides buylng up previously independent commercial banks and
insurance companies. Large commercial banks established investment
banking subsidiaries.

The first major New Deal attack against the concentrated mone
power in 1933 was the enactment of legislation forcing the scparatiog
of investment banking from commercial banking. The Glass-Steagall
:Act pro%nblted commercial banks from engaging in investment baik-
ing .busmc_ss (except for government bonds), and prohibited inter-
locking directorates between investment banking and commercial
banking companies. o

This I.cgislation was doomed to failure. It left untouched the vast
aggregations of capital and the huge blocks of stock which comprised
the ultimate basis of the control of industry by the financial oliggrch
It left untouched the more important interlocking directorates an}s
‘c:thcr cqnpection‘s between industry and finance. It aimed to put a
competitive” pattern on one financial function, investment bankin
when th:at function existed, and could only exist, in a world EE
monopolized banking and monopolized industry. ,

The rcs‘ult was a series of formal, organizational moves to meet
th_e technical requirements of the new law. These moves not onl
lf)auled to make investment banking “competitive” and “indcpcndcntX
but: gcnerally- resulted in a further concentration of the invcstmcr’lt
.arfkmg business. The House of Morgan, for example, simpl
divided its manpower and offices into tws 'mai anics. ], B,
Morgan & G 220 ‘ 0 main companies—J. P.
S , c.ommcrczal bank and trust company, and Morgan

y & Qo., as an investment banking partnership. The old Morgan
}éar_mcrs (including various members of the Morgan family) were
incsﬁnated either as directors of J. P. Morgan & Co., or as );)artners
b c(l):g:: Stan.lcy & Co. (except for those going to the Philadelphia

ranch, reorganized as Drexel & Co.). The investment banki
sidiaries of the Ch i i ional Bus o
—_ od e Chase National Bank, the First National Bank of
Comp:’n anth latc.r of the Mellon interests, merged into a single new
part ot Y, the First Boston' Co;p. The National City Bank merged
1ts mvestment banking interests with those of Brown Brothers
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Harriman in the new firm of Harriman, Ripley & Co.; while merging
the other part of its investment banking business with California
interests in Blyth & Co.

As with other forms of big business, investment banking is char-
acterized by increasing monopoly, the formation of cartels, and the
striving for domination. The four largest investment banking firms
controlled 48% of the total business in 1950-55 as compared with
339% in 1927-32, and virtually all of the mammoth transactions.** The
leading firms operate as a closed club which allocates territory and,
according to precise formulas, divides among several hundred smaller
firms the secondary business of gathering together capital from all
parts of the country.

Once an investment banker organizes a new or merged combine,
or initiates public financing of a former family concern, he remains
its investment banker indefinitely. It is understood that no one else
shall “poach” on the terrain. The industrial corporation which seeks
“independence” and “shops around” for easier terms on which to
obtain new capital finds a cool reception from the cartel members.
These are the only ones who can mobilize sufficient blocks of capital,
and generally they respect the “traditional banker” position. The re-
organization of investment banking firms following the 1933 legisla-
tion scarcely rippled the waters. With loving care the bankers traced
the “historical position” of each newly organized investment banking
firm, its “successorship” to business previously managed by commercial
banking subsidiaries.

Bonds and stocks are sold through investment banking syndicates.
The investment banker connected with the particular industrial
company is the syndicate “manager.” He controls the entire operation,
receives a special, overriding management fee; and handles the largest
single block of the bonds or stocks. Normally, most other leading
carte]l members participate in the syndicate. Each sells its portion of
securities to financial institutions and patrons within its particular
sphere. In this way, the syndicate system preserves and strengthens
the community of interest of all leading sections of the oligarchy in
the various branches of the economy, and at the same time it rein-
forces the dominant position of a particular group in the affairs of
certain industries and companies.

The investment banking cartel system does not bring perfect
harmony among the financiers. Changes in the relative power of
different firms lead to struggles between them. These in turn occasion-
ally lead to changes in the banking connections of industrial cor-
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porations. Thcre is nothing surprising in such battles, nor in deviations
from previous cartel arrangements. This is “normal” for monopol
capitalism, which combines to extract the greatest profits and tZ)
squelch weaker capital, while fighting most intensely within itself
"for supremacy. What is surprising is the comparatively few changes
in bankm_g connections which have occurred. During the past three
decafics, including the shattering experiences of the 1930%s, the ex-
pansion of the second World War and the subsequent transfo,rmations
in ic economy, almost all of the major industrial corporations have
maintained their “traditional” connections.

Those changes which have occurred in investment banking power
havc_ reflected changes in the relative importance of industries and of
particular companies within an industry. Particularly keen has been
the scramble to obtain leadership in new industries, such as natural
fsasi?z?; EJZYOFSC_WPOHUOHS entering the field of public financing, such
. Other changes have taken place as a result of government regula-
tions. In 1941 and 1944 government agencies ordered “competitive
bidding” for the sale of bonds of railroads and power companies.
Th-esc new regulations, unlike earlier New Deal legislation, were not
mainly responses to the general public pressure against monopolies.
There were elements of this, but perhaps more important was the
pressure of midwestern banking groups, largely excluded from the
investment banking business after the collapse of the Insull utilities
empire. The competitive bidding regulations broke the cartel monopoly
for these types of securitics. It particularly affected the house of Kuhn
Loeb (railroads), and to a lesser extent Morgan Stanley. The main,
beneficiaries were the Chicago house, Halsey, Stuart & Co., and certain
Wall Street firms, including First Boston and Blyth & C(’)

However, while the competitive bidding requirements reduced the
profits -of the “traditional” bankers on new security issues, they did
not seriously affect the retention of general financial control over the
;f;llroads a.nd power corppanies. Competitive bidding was not required
bol;l dstoc:fh issues, in which voting power resides. And in the case of
- bs, v e issuing c?rporatlon cont?r}ued to name the bond trustee,
ol T}i w'hmf-x retains th‘elkey position among the bondholders. To

P the winning competitive bidder in his place, he is required to
f}?y, out of his cc?mfnissions, legal fees to the law firm designated by
thztbﬁrrower. This is usually the law ﬁ@ .of thcj: “traditional banker”

andIc.d the business before competitive bidding was required!

Thus, aside from the gaining of commissions by certain houses,
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nothing is changed. Midwestern banks and insurance companies are
permitted to buy more bonds from Halsey, Stuart & Co, with which
they are connected, but they have no more power than formerly in
the affairs of the particular railroads and utilities.

Investment banking is a highly profitable business. The syndicate
selling Ford stock in early 1956 charged a commission of $1.50, or
239 of the selling price of $64.50 per share. Despite the fact that the
issue was “over subscribed” long before the commission was sct, the
syndicate collected $15,300,000 for an operation that required no tie-up
of capital and no risk whatsoever.

Typical commissions charged for the common stocks of the very
largest companies are 3%-4%, and for preferred stocks and bonds
19%-3%. For medium sized, but well established companies, the com-
missions for common stocks are in the range 5%-10%. A similar
range of commissions applied to recent bond issues of weaker foreign
countries, such as Israel and Cuba. For the speculative issues, such as
the uranium mining companies, the investment bankers charge 15%-
209% commissions.

Only in the case of competitive bidding have commissions been
reduced, usually to less than one percent. Halsey, Stuart & Co. advo-
cated competitive bidding on' the grounds that it would save corpora-
tions excessive commission charges. But in those few places where it
has industrial connections, not requiring competitive bidding, its
concern for inexpensive service vanishes. In 1955 Halsey, Stuart issued
$30,000,000 of bonds for Detroit Steel, a smaller company with excel-
lent markets in the automobile industry. But the company was forced
to pay the then high rate of 5% interest on the bonds, and a com-
mission’ of over 4% for their sale.”

Yet commissions are a comparatively small part of the profits accru-
ing to the investment banking cartel. Its main role is in the network
of financial arrangements through which control over giant corpora-
tions is established, with the resultant access to hundreds of millions
in the profits of control. And a corollary is the access to enormous
profits from personal investments. The capital of the investment
bankers’ companies is but a small fraction of their personal funds and
those of their associates. Their operations, perhaps more than any
other type, provide the information required for the realization of
rapid profits through stock market transactions.

The TNEC hearings thoroughly exposed the cartel arrangements
of the investment bankers, and the interlocking of financial and
industrial monopolies through their firms. As an aftermath of these
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hearings, the government launched an anti-trust suit against seventeen
leading houses, charging among other things that they exercised
domination over industry: “By securing control over the financial and
business affairs of such issuers by causing partners or officers of
defendants to be elected to the boards of directors of such issuers. b

utilizing defendant’s influence with commercial barks with wi;orr)i
such issuer§ do business, and by controlling the reorganization com-
mittees of issuers . . . by using their control over issuers to increase
their volume of business by promoting consolidations and mergers.”**

After three years of depositions, and trial, the judge threw out the
case, despite mountains of documentary evidence. Judge Harold R.
Medina could find no conspiracy. While he was preparing this case
for trial, he presided over the trial of 11 leaders of the Communist
P-arty for fzonspiracy under the Smith Act. They were convicted and
given maximum sentences.

'I:‘or his role in both of these cases, Medina became a hero of high
society, and received a major promotion in judicial rank. Cleveland
'ﬁna_nac.zr Robert R. Young charged that the judge’s obvious favoritism
in the investment banking trial involved more than general class bias:

When the Government’s Investment Banking case against Morgan Stanley &
_Co., Kuhn-Lmb & Co, ct al, came to trial in 1948, it was assigned by a Federal
]udgF who sits on the Equitable Life board to another Federal judge who has one
son in thc. M(‘)r.gan law firm and another son in the Kuhn-Loeb law firm. The
canons of judicial ethics adopted by the American Bar Association provide ';hat a
judge may not be the director of a leading institution. They also provide that a

judge should not sit when a close relative is ei iti
litigant*17 e is either a litigant or a counsel for a

HT-hc government attorneys did not object to this strange state of
aflairs, and the head of the Antitrust Division responsible for the

case left it in process to return to work for one of the law firms which
was defending the banks.**

195.éurmg the_ period of the anti-trust suit and after its dismissal in
» the leading houses continued to carry out all of the “overt acts”

* The assigning judge was John C. Knox, director and member of the executive and
Dimneccs ::mmlgccs of the Equigble Life Assurance Society, and trustee of the Union
Appealy s r:nlg;ﬂank, N. Y. The judge was Hareld R. Medina, promoted to the Court of
watne & M . One son,‘Harold R. Medina, Jr., was a member of the firm of Cravath,
g oo Aoox;:, representmgll(uhn, Loep and Union Securities in the investment bank-
slmder[a-nd zolt{‘cr son, Standx.sh F. Medina, was employed by Davis, Polk, Wardwell,
o iendl, representing Morgan Stanley gnd Harriman, Ripley.
for Dillon, R.ea c;)r;nét(t;. member of the firm of Cahill, Gordon, Zachry & Reindl, counsel
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of the “non-existent” conspiracy. They continued to manage the
securities issues of the same companies, to concentrate almost all of
the business in their hands, to be represented directly and through
connected banks on the same boards of directors. Table 8 shows the
distribution of business among the 21 largest investment banking
houses during the six-year period 1950-1955. The list includes 16 of
the 17 concerns named as defendants in the government suit. Seventeen
of the twenty-one companies have their principal offices in New York.

Tasrx 8. LEADING INVESTMENT BANKING HOUSES, 1950-1955

Corporate Security Issues
Managed or Co-managed

Value Percent
Company (millions) of Total

Morgan Stanley & Co. 4,398 14.7
Halsey, Stuart & Co. {Chicago) 4,243 14.2
First Boston Corp. 3,635 12.2
Blyth & Co. 2,151 7.2
White, Weid & Co. 1,214 4.1
Lehman Brothers 911 3.0
Merrill Lynch, Pierce, Fenner & Beane 897 3.0
Salomon Brothers & Hutzler 866 29
Ditlon, Read & Co. 811 2.7
Kidder, Peabody & Co. . 800 2.7
Smith, Barney & Co. 779 2.6
Union Securities Corp.® 748 25
Harriman, Ripley & Co. 725 24
Kuhn, Locb & Co. 644 2.2
Stone & Webster Securities Corp. 562 L9
Glore, Forgan & Co. 529 1.8
Goldman, Sachs & Co. 288 1.0
Paine, Webber, Jackson & Curtis (Boston) 267 0.9
Eastman, Dillon & Co.2 256 0.9
Equitable Securities Corp. (Nashville) 230 0.8
Drexel & Co. (Philadelphia) 196 _0_7_’

Total, 21 leading companies 25,140 84.2

All others (about 500) 4,735 15.8

Granp ToTaL 29,875 100.0

@ Merged in 1956.

NoTes: Where two or more companies co-manage an issue, the value of the issue is di-
vided equally among the co-managers. Total excludes $850,000,000 of Isracl Govern-
ment bonds, which were not distributed through ordinary investment banking channels.

Source: Compiled from Inoestment Dealers Digest, annual Corporate Financing Direc-
tories.

A number of the companies are parts of centrally controlled groups.
Morgan Stanley & Co., Smith, Barney & Co., and Drexel & Co., are
all part of the Morgan financial empire. Blyth & Co. and Harriman,

THE SPIDER WEBRB 79

Ripley & Co. are both related to the First Nationa! City Bank. i
Weld & Co., Kidder, Peabody & Co., Stone & Webster Sicuritics\gilrlg,
and Paine, Webber, Jackson & Curtis constitute an integrated group,
of companies based on related New York and Boston interests. This
group of companies also has important ties with the First Boston Corp.
and its associated banks notably the Rockefellers’. Lehman Brothers
and Goldman, Sachs & Co. have worked as a virtual joint partnership
for many decades.

The dollar figures are not the sole measure of relative importance.

If attention is restricted to the very large issues of the decisive indus-
trial corporations, the lead of Morgan Stanley & Co. is more pro-
nounced. During the six-year period covered by the table, there were
20 stock and bond issues each involving $100 million or more. Morgan
Stanley & Co. managed eleven of these, First Boston Corp. managed
three and co-managed one, Halsey, Stuart & Co. co-managed three.
_ Morgan houses are investment bankers for the largest companies
in each of the main American manufacturing industries—oil, steel
autos, chemicals, and electrical equipment (the last sharcd, witl;
Goldman, Sachs), in addition to many companies close to the top in
these industries, and leaders in other industries.

chcrthciess, a comparison of figures over the past three decades
brings out certain shifts in relative position among the leading banking
groups, insofar as their strength is reflected in this type of activity.
During the depression, when weaker concerns could scarcely function
I\_/Iorgan dominance increased sharply. But the Morgan position rcl.?li
tl'vcly declined during and after World War II, and in the latest
six-year period the share of the Morgan companies was less than
in the late 1920’s. The investment banking business of the Rockefeller
i;ltcrcsts apd their allies almost doubled. That of the National City
hank dc,chned durirllg the 1930’s but regained the lost ground during
the 1950’s. The position of Halsey, Stuart & Co. and its midwestern

Al L5 . .
: ies, almost eliminated during the depression, was more than restored
Yy virtue of competitive bidding.

LIFE INSURANCE COMPANIES

_ The life insurance companies have become much more i

I the c_hain of Wall Street financial control. Today four-ﬁfirl:lpgirft:tll?{:
POPUl.atlon buy life insurance and half the net savings of individuals
oW into the hands of the life insurance companies, a much larger

Proportion than during the 1920's. , ®
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The reason for the almost universal purchase of life insurance is not
hard to see. Workers and small businessmen, well aware of their
economic insecurity, seek thereby to provide a minimum of safety
to their survivors. This protection is often thwarted by the general
economic environment. Periods of unemployment, business losses, or
illness, force discontinuation of premium payments. Even in recent
“good times,” many more policies have been closed out because of
lapses or surrenders than because of the death of the policyholder
or the maturing of his endowment. Less than half of the premiums
paid in are returned as benefits. In the case of the small industrial
policies sold to wage-earners, roughly two-thirds never get the benefits
they have partly paid for. And inflation has slashed the real value of
benefits received by the others.

Thus the insurance companies accumulate huge sums of money,
which yield more billions in interest as they are invested. In 1955,
$125 billion in premiums and $4.0 billion in investment and other
income were collected. After payment of benefits, taxes, commissions
and expenses of all kinds, as well as dividends, the companies had
left a net gain in assets of $6 billion, and total assets reached $904
billion.*®

Those in control of these vast billions use their power against the
interests of the overwhelming majority of the policyholders.

The premiums charged have always been far higher than necessary
to cover the actual risk of death. And during recent decades, while
mortality rates were declining, the insurance companies sharply in-
creased their rates. Between 1937 and 1952 the Metropolitan Life
raised by 26% the net premium for a 35-year old man purchasing a
given amount of ordinary life insurance. Ruthless cancellation. of
policies and expensive suits to contest claims are other forms of attack
en policyholders.

The life insurance companies spend millions of the policyholders’
money to advertise their concern with the people’s health. But they
themselves are the leaders in the big business lobby which fights
against every extension of social insurance benefits, thereby opposing
practical measures to improve public well-being and health.

During the great depression, the insurance companies foreclosed on
about 200,000 farmers. The Metropolitan became the largest owner of
farm land in the country and sold it at a handsome profit during the
World War 11 inflation. In recent years the life insurance companies
have again become heavy farm mortgagees, and in addition have taken
mortgages on some twa million small householders, who in event of
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depression or individual financial difficulty wilt face imminent danger
of eviction by these gargantuan creditors.

Some of the largest insurance companies have built huge apartment
developments with tax-free concessions from state and city govern-
ments. Most of these have been strongholds of racial discrimination,
and fights by tenants of Metropolitan to break down exclusion of
Negroes met with arrogant company reprisals inciuding eviction of
tenants.

As employers of 400,000 workers, the life insurance companies are
notorious in their refusal to recognize unions, and in their gross racial
discrimination.

The provisions of the tax laws virtually exempt them from payment
of income taxes. Premium income is totally exempt, and the effective
rate of tax on investment income has been about 6%, enabling the
insurance companies to expand their assets more rapidly than other
companies.

Only for the small minority of large policyholders is the purchase
of life insurance a really sound investment. They are unlikely to suffer
cancellation through inability to make payments; they can afford to
purchase larger policies at reduced premium rates—a practice insti-
tuted by leading companies in 1954. Much more important, the in-
surance companies cooperate with high income policyholders in
complicated tax-gimmick arrangements involving loans on insurance
policies and receipts of deductible interest on these, whereby the
fortunate ones compel the government—that is the general public—
to pay the bulk of the cost of their insurance.

_The actual profits of the life insurance companies run into many
‘l‘nllions each year. Yet the largest have no stockholders—they are
mutual” companies, while those which remain stock companies pay
only nominal dividends. In these companies the Midas-men have
carried to the ultimate the process of acquiring for themselves all
profits through control of the corporation, rather than dividing them
with smaller stockholders.

As early as the 1890’s the insurance companies became important
as a source of funds for the financing of the great trusts. The Morgan,
Rockefeller, Kuhn Locb, and other interests engaged in bitter struggles
for control over these reservoirs of billions. Controlling shares were
bought up at prices 1,000 times the dividend yield. By the first decade

‘o . . .
f the present century the large insurance companies were firmly in

the hands of a few money lords.
Soon the vestigial payment of direct dividends was abandoned by
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the most important companies, and they were “mutualized.” A
“mutual” company is nominally the joint property of the policyholders.
Actually the laws designed by company lawyers make it virtually
impossible for the policyholders to have any voice. The real purpose
of mutualization was to eliminate any possibility of competing interests
buying up control. The mutualization of Prudential, for example, was
designed by Morgan lawyer Richard V. Lindabury to defeat the efforts
of New Jersey bankers with large shareholdings to gain control.*®

A historian friendly to big business described the motives for the
mutualization of Metropolitan as follows: “Everybody dies, and his
estate passes into other hands. Haley Fiske therefore held that Metro-
politan should order its affairs so that there could never be a possibility
of its stock coming into the possession of people who might try to
install a management which would neglect or endeavor to tear down
the work to which he and Mr. Hegeman had devoted a quarter of a
century of their lives.”*

The group in control at the time of mutualization maintains its
position through a self-perpetuating board of directors, which replaces
men on death or retirement with other representatives of the same
interests, and selects trusted people as key executives.

The New York State Armstrong Committee hearings of 1905
exposed the many ways in which the profits of control were derived
from life insurance companies. The exposé was a great scandal of the
time, and “corrective” legislation was passed. But nothing really
changed. The TNEC hearings of 1939, the Celler Committee hearings
of 1949, and the New York State investigation of the Equitable Life
in 1953 showed that the same practices continued.

By and large, these methods of extracting profits are the same as
those shown for corporations generally in Chapter IIL Particularly
important for life insurance companies, with their huge reserves, are
the profits they yield to controlling banks. In 1939, the nine leading
life insurance companies kept on deposit in the Chase National Bank
an average of $200,000,000 without interest,?t a sum which could yield
the bank a profit of $8 million yearly if loaned out at 4%.

James G. Harbord, a retired general and corporation official, was 2
director of Bankers Trust. In 1931 he was also made a director of
New York Life, which thereupon deposited a million dollars with the
bank. Harbord wrote a letter of appreciation to New York Life,
adding: “I regard the directorship in those two companies as quite
the best thing that has come to me in business life.”*

THE SPIDER WEB 83

During the past two decades, such uses have been surpassed by the
new role of life insurance companies in the financing of industrial
expansion. Here is how Marquis James describes the financing of
Rockefeller Center by the Metropolitan Life Insurance Co. in the
1930’s: “It was the largest single advance on real estate Metropolitan—
or probably any other lender—ever made. . . . Rockefeller Center was,
for practical purposes, identical with John D. Rockefeller, Jr. ... At a
club in South Carolina where he went for a little golf for the winter,
Mr. Ecker (president of Metropolitan Life) met his friend Thomas
Debevoise, attorney for Mr. Rockefeller. . . . Mr. Ecker proposed that
Metropolitan purchase, up to $65,000,000, all the bonds Rockefeller
Center had to offer. .. .”*®

It should be mentioned that Metropolitan has three directors in
common with Rockefeller’s Chase Manhattan Bank, including the
chief executive officers of each.

Between 1929 and 1955 corporate bonds held by insurance companies
increased from $4.6 billion to $36.1 billion, and from 10% of total
corporate debt to 39% 2 _

Life insurance companies supplied more than half the long-term
funds for postwar corporate expansion. Moreover, they extended their
range of activities, previously limited largely to railroads and public
utilities, to industrial corporations as well.

.Thc prewar $65-million Metropolitan loan to Rockefeller Center
gives way to a 1953 total of $1,200 million in loans by Metropolitan
and Equitable to the oil companies and their tanker fleets, including
those of the Rockefeller-Standard Oil group.

In addition to formal loans, insurance companies engage in “sale-
and-leaseback™ arrangements with retail trade, real estate, railroad and
trucking corporations, among others. Under these schemes, the insur-
ance company purchases real estate or equipment, and rents it on long-
term leases. The using corporation, through this device, reduces income
tax liability. And the insurance company obtains 7-10% on its money
instead of the 4-5% on mortgage loans.

The Armstrong Committee hearings exposed the use of life insur-
ance company funds to buy up controlling shares in corporations, and
legislation was passed which temporarily curtailed this practice. But
ﬁftY‘ years later, by 1955, life insurance stock holdings had multiplied
20 times. In 1954 Equitable Life was the largest single holder in the
Great Northern Railroad, Pacific Gas & Electric and Southern Cali-
fornia Edison.>



84 THE EMPIRE OF HIGH FINANCE

The rapid development of life insurance industrial lending has cut
into the position of the investment bankers. In recent years roughly
half of all new bond issues have been “privately placed” with insurance
companies, instead of being underwritten by investment bankers. This
has led to considerable rivalry between insurance companies and
investment banking houses. The rivalry, however, is tempered by
identical Wall Street power centers of institutions of both types.

Through an agreement reached in 1942 (according to the govern-
ment charge), insurance companies have refrained from competitive
bidding for railroad and utility bonds, and purchase these mainly
through the investment bankers.*” For the private placement of indus-
trial bonds, many large insurance firms retain investment bankers as
financial advisors. The commissions these receive are smaller than
for underwriting securities, but so are their expenses. Private placement
has curtailed the availability of industrial bonds to smaller life insur-

ance companies.

TasLe 9. THE BIG FOUR LIFE INSURANCE COMPANIES
Assets, 1955

Company (millions)
Metropolitan Life Insurance $13,936
Prudential Insurance Co. of America 12,521
Equitable Life Assurance Society of the U. S. 8,047
New York Life Insurance 6,051

The Big Four had almost half the assets of all life insurance com-
panies, and, two-thirds of their industrial bond-holdings. They had,
among them, 24 New York City bank directors on their boards in
1948. Interlocks extend beyond that throughout the range of industry
and finance. The Celler Committee hearings used 32 pages to merely
list the interlocking directorates of the 17 largest life insurance com-
panies.?’

It is characteristic of financial reform legislation that the New Deal
law which limited interlocking directorates between commercial banks
and investment banks did nothing to limit the equally important
personal ties between the insurance companies and banks and trust
companies.

The Metropolitan and Equitable, respectively first and third largest,
are solidly in the camp of Rockefeller-Chase National Bank which
dominates the third largest investment banking company. Morgan has
a leading position in the Prudential and New York Life, plus owner-
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ship of the leading investment banking house (for details see Appen-
dix 2)-

Thus the strengthened position of the life insurance companies
means a much stronger monopoly on the part of the two greatest
Wall Street Goliaths while changing the balance of forces between
them. This fact overshadows in importance and puts in proper per-
spective the real, but subordinate rivalry between the insurance com-
panies and the investment bankers.

FIRE AND CASUALTY INSURANCE COMPANIES

These companies have not had the same mushroom growth as have
the life insurance companies. But they figure more prominently in
the apparatus of control through large scale ownership of shares in key
corporations, the volume of such investment having multiplied fourfold
between 1929 and 1954. For example, the Continental Insurance Co.,
of .a group in which the Hanover Bank has a predominant place, holds
large blocks of shares in that bank and in Union Carbide & Carbon,
largest industrial corporation with which the bank is connected. It also
conducts many of its securities transactions through the Hanover Bank
and keeps its largest deposits there.

This business is very profitable. Premiums are set at about twice
t_he average loss rate. But the main profits are derived from investment
income and transactions. During the five year period 1950-54 the
I;Kmerican Fore group, of which Continental is a part, cleared §15 mil-
lion from its underwriting activities, $44 million in investment income,
and $123 million in securities transaction profits. On the total of
$182 million it paid federal taxes of only $14 million, or less than 8% .28

The five largest fire and casualty insurance groups, with their 1955
assets and principal connections, are given in Table 10.

TareLe 10. PRINCIPAL FIRE AND CASUALTY INSURANCE COMPANIES, 1955

Assets
Company (millions) Principal interests
American Fore group, N. Y. $993 Hanover Bank, some Rockefeller in-
- . fluence
orth American group, Phila. 820 Morgan-Drexel

Hantford group 754 Morgan-Hartford insurance men
Ro;:f I{isurance group, N. Y, 525 Manufacturers Trust, Chemical Bank
) Liverpool group 486 British controlled; U. S, Trust Co.,

American Trustee
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INVESTMENT TRUSTS

The investment trust combines the funds of thousands of small
investors to purchase a “portfolio” of stocks and bonds, in which each
small investor has a pro rata share. Formally, the investment trust
ment of the bank performs for the men of substance. In reality the
functions are opposite. The trust company is itself controlled by and
is the genuine agent of its large customers. The investment trust is
controlled by a group of financiers interested mainly in profiting
themselves from their small investors.

During the late 1920’s investment trusts were organized as a means
of inveigling thousands of hopefuls into the securities markets. The
investors were promised that their funds would be protected by the
guidance of the “experts.” These kept for themselves substantial blocks
of promoters’ shares, and exacted management fees for the operations.
A number of these trusts were virtually annihilated during the great
crash.

During the past decade, these investment trusts have been revived
and expanded in a new form, presumed to protect the buyer from the
extreme dangers of the old “closed” type. In these new “open<end”
trusts, or “mutual funds,” the buyer can at anytime sell out at the
market value of his share of the stocks held by the trust. The catch is
the price the investor pays for the “service.” In the typical “open-end”
or “mutual” fund, the investor of less than $25,000 (the great majority
are in this group) pays a commission of 8% on buying his shares,
equivalent to two years of average dividends. Additional management
fees consume more than one-tenth of the dividend income each year.

As during the 1920’s, the managers of these new types of trusts have
been singularly unastute in advancing the interests of their customers.
Taking 1939 as 100, the Henry Ansbacher Long index of mutual stock
fund values at the end of 1955 was 2833, as compared with 361.1 for
the Standard and Poor’s 90 stock price index. In other words, the
investor could have done much better by simply buying the shares
used in the standard “averages,” and paying much lower commission
fees to regular brokers. Only two of the twenty-one funds included in
the index did better than the “averages.”

While of dubious value to investors, these funds are of considerable
use to their promoters, not only as sources of operating profits, but
also as a lever for influencing the affairs of corporations whose shares
are purchased.
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Massachusetts Investors Trust is the largest single outfit, with assets
of close to a billion dollars. It is buttressed by five smaller trusts under
common management. This grouping has significant holdings in
almost all of the decisive industrial corporations, which can be
performs the same function for the “little fellow” as the trust depart-
coordinated with the holdings of the large Boston insurance com-
panies and personal trust funds.

Tapping the midwestern market is the rapidly-growing Investors
Diversified Services group of Minneapolis. By the end of 1955 this
group controlled over a billion and a half dollars worth of investible
funds, approximately as much as the Boston group. Robert R. Young
of Cleveland and his associates* control these Minneapolis companies,
and coordinate their activities with those of Young’s holding company,
the Alleghany Corp. They are most active in railroads, smaller utilities,
banks and real estate. ,

Seven investment trusts and holding companies disposing of about
a billion dollars, are controlled by or affiliated with Morgan banks,
and have large holdings in mining companies and utilities in which
the Morgans have a major interest. The First National City Bank
controls Fundamental Investors, and influences Dillon, Read’s U. S. &
Foreign Securities, which is important in oil. The Seligman and
Lehman interests each control important groups of investment trusts.
The du Ponts utilize the $200-million United Funds, Inc. of Kansas
City as a buttress for their positions in industrial companies outside
of their main core of investments.

FOUNDATIONS AND COLLEGE ENDOWMENT FUNDS

During the past decades of high income taxes, the overprivileged
have placed billions of dollars in foundations, as a means of preserving
their estates tax-free, while retaining control over the funds. There
are now over 4,000 foundations in the United States, with total assets
of well over $10 billion, including stockholdings of over $5 billion.
However, a few foundations dominate the field. By far the largest is
the Ford Foundation. Until the end of 1955 its $3 billion of assets
consisted almost wholly of Ford Motor Corp. shares. Following the
sale of over 20% of these shares, it will doubtless become an influ-
ential factor in the affairs of other corporations as well. Besides the

'During 1956 Young turned over formal control to onc of these associates, Texas oil-
man Clint Murchison. The real significance of this maneuver is not yet clear. In the New

York Central fight (Chapter 6), Murchison was made a large stockholder, but as later
Tevealed, was merely a stalking-horse for Young.
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Ford family, the Chase National Bank and associated interests are
most prominent in the affairs of this foundation.

The half-billion-dollar Rockefeller Foundation plays a significant
role in holding large blocks of Standard Oil and allied stocks for the
Rockefeller interests. The quarter-billion Carnegie Foundation, in
which Morgan interests predominate, has been less aggressive in the
expansion of its stock holdings.

Financial circles have become quite brazen in discussing the profit
and control advantages of establishing a foundation. Paine, Webber,
Jackson & Curtis asks its clients: “Have you considered the possible
business and tax advantages of establishing a personal charitable
foundation? Is there a danger that your family may lose control of
your business in case of your death because of the necessity of selling
stock in your business to pay estate taxes? Are you aware of the
income and estate tax savings you may achieve by making contribu-
tions to a personal charitable foundation? Do you realize how litte
it need cost you to make such gifts?”

The investment banking house’s pamphlet shows how one’s estate
tax can be cut 609, and control of his corporation retained by use of
a charitable foundation. In another example, a corporation president
increases his after-tax income from $43,000 to $79,000 and in the course
of 15 years saves $892,000 in estate and income taxes by judicious use
of a foundation.

The “charitable” aspect can be wholly incidental, with a relative or
agent placed in charge of this newly developed form of business
instrument: “Since the charitable foundation may remain under the
direction of the creator either directly or indirectly, its assets may be
used to complement the general financial activities of the creator while
still achieving specific desirable charitable goals.” The “creator” may
borrow from the fund, engage in sale and lease-back transactions, and
use it for a variety of purposes ranging from tax deduction to battles
for corporate control.*

The whole device becomes 2 “charity” for the donors; paid for by
the John Does who cannot afford foundations.

College endowment funds, controlled by financier-trustees, are also
elements in the network of corporate control. The largest is the $400-
million fund of Harvard University, a leading shareholder in a num-
ber of corporations. Morgan and Boston interests are prominent in its
affairs.

In addition to these standard types of institutions, there are a variety
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of forms of private and family holding companies. Almost every
piutocratic family active in financial affairs maintains one or more of
these companies. Through them, financial operations can be screened
and taxes reduced. Most famous is the Christiana Corp., two-billion-
dollar holding corporation of the du Pont family. Other important
family holding company companies include Rockefeller Brothers Inc.,
and J. H. Whitney & Co., which belongs to John Hay Whitney, heir
to Standard Oil and traction system millions.

LAW FIRMS

Cleveland financier Cyrus Eaton said at a Congressional inquiry:
“New York has half a dozen law firms manned by people of great
intelligence and great energy, and they like to practice before govern-
mental bodies, and they like to represent big corperations, and they
like to supervise the financing of these great corporations; and there
is the club that is the real one. Those tremendous law firms . . . are
big business in the biggest possible way.”*’

The giant law firms (not all in New York) are involved in all new
financing, in tax manipulations, in struggles for corporate control.
They are primary links of the economic royalists with political power.
Besides handling the manifold relations of the corporations with
government agencies, the lawyers are particularly active in the affairs
of the major political parties, serving directly as representatives of the
ruling group in the government, forming 2 majority in the legis-
latures and holding all of the judgeships, besides many key executive
posts.

T:hc top lawyers are far more than hired hands. They are rich
usinessmen, with places on the boards of major industrial corpora-
tions, and especially banks and trust companies. Their income from
fﬁes. is very large, probably larger in total than the commissions of the
major investment banking houses. In addition, they are large stock-
holders and manipulators in their own right. By and large they come
from wealthy families.

The most powerful of all Wall Street law firms is that formerly
!lmded by Eisenhower’s Secretary of State, John Foster Dulles. That
1s 1fh.'&: firm of Sullivan & Cromwell, whose ramified financial and
Political connections are discussed in Chapter XVI. At least a half

n law firms represent the varied Morgan interests, and a similar

Bumber are affiliated with the Rockefellers and other Standard Oil
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families, with which Sullivan & Cromwell also ha§ close connections.
(Appendix 3 lists some of the principal corporation law firms and
their main clients.) ‘

Each of the great banks, trust companies, insurance companies, and
investment banking houses* wields enormous power. They c_omple-
ment one another functionally, so that their coordinated might is tr}ﬂy
impressive. One would be hard put to say which type of institution
is the most important. If a choice had to be made., it would probably
be the leading banking institutions, which combine under one roof
the commercial banking and trust company functions.

The weavers of the web are the key groups of men in ultimate
control of the financial-industrial empires. Many are identified later.

* Besides the types of institutions discussed in this chapter, there are others of sxg{nﬁ-
cance. These include stock market brokerage houses, “mutual” savings banks, savings
and loan companies, sales finance companies, factoring companies, small loan companies,
and large accounting firms.

-

CHAPTER V

Details of Corporate Control

WITH KNOWLEDGE OF the financial intricacies described in the previous
chapter, one can penetrate further the mysteries of the anonymous
corporation.

The general public can learn little about the identity of controlling
shareholders in the great American corporations. In response to the
anti-monopoly movement of the New Deal period, Congress passed
legislation which was supposed to disclose the real powers behind the
corporate thrones. However, representatives of the oligarchy in Con-
gress and the administrative agencies saw to it that these disclosures
should be fragmentary, and their intent easy to evade.

SECRECY OF LARGE STOCKHOLDINGS

At no time has systematic information been published concerning
shareholdings in the banks, the key centers of power. So far as other
large corporations are concerned, certain details—not always the most
tmportant—are available. These are not published, but merely kept on
file for inspection. Few individuals can afford the time and expense
required to dig the facts out of the files.

Most substantial corporations, whose securities are listed on stock
exchanges, are required to file statistics on stockholdings and transac-
tions of directors, officers, and large stockholders. The rub is that large
stockholders are defined as those holding 109% or more of the total
shares. In the large corporations, controlling shares are held by a
Aumber of individuals and banks, each having considerably less than
109, and with the entire group sometimes owning less than this
Proportion. Therefore, the 1095 requirement draws information only
about ownership of smaller companies. This is useful mainly to the most

91
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powerful interests, in keeping track of what goes on in the financial
affairs of their lesser competitors. Similarly, the shareholdings of
directors and officers are usually reported as quite modest. The direc-
tors represent groups of stockholders. There is no need to place the
shares in the directors’ names and let every Tom, Dick and Harry
know the ownership position of the group!

Under the Public Utility Holding Company Act the Securities and
Exchange Commission required electric power holding companies to
file lists of their 20 largest stockholders.* The holding companies were
supposed to supply the names and holdings of the real or “beneficial”
owners, rather than the “owners of record.” But they usually report
only the owners of record. As an example, consider the 1952 report of
the Ohio Edison Co., an electric power holding company. The largest
stockholder was the New York brokerage firm of Merrill Lynch,
Pierce, Fenner & Beane, reporting ownership of record of 350% of
the common stock. Probably much of the 3.509% was held for one or
a few groups through Merrill Lynch. But who? In compliance with
the law, the brokerage house was asked to supply the information.
Here is its answer: “Merrill Lynch, Pierce, Fenner & Beane advise
that compliance with registrant’s request for information regarding
beneficial owners of the above shares would, in their opinion, be a
violation of the trust and confidence placed in them by their cus-
tomers.””

Serious legislation and enforcement could overcome these arrogant
and transparent evasions of the supposed intent of Congress. But
attempts to so legislate and enforce are few and feeble.

Holdings of the giant banks and trust companies are recorded in
the names of nominees or “street names” (that is Wall Street names).
The uninitiated, perusing the records of the Federal Power Commis-
sion, might be puzzled to find that one Mac & Co., with a Pittsburgh
post office box, owns over 200,000 shares of Niagara Mohawk Power
Co. Is Mac a nickname? An abbreviation? The citizen doesn’t know.
However, a Wall Street house interested in the utility can consult its
code book of banker aliases, and discover that Mac & Co. is a “street
name” of the Mellon National Bank & Trust Co. The largest banks
use at Jeast a half dozen different street names. Here are a full dozen
used by a single bank, Guaranty Trust: Lynn & Co., Douglass & Co.,
Kugler & Co., Ince & Co., Murley & Co., Schmidt & Co., Tegge & Co.,
Kelly & Co., Garner & Co., Scheu & Co., Scott & Co., Zink & Co.

*In 1954 this requirement was cut to the reporting of stockholders of aver 19%. Other
reports required: electric power and gas companies—largest ten holders; railroads—largest
thirty holders; airlines—holders of aver 5%.
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Fortunately for the serious researcher, enough of the reports on file
“slipped,” and gave the real names behind the aliases, so that it is
possibie to piece together one’s own “code book™ of street names or
nominees.

However, even this gives only a partial answer. Let us suppose that
Lynn & Co., representing the Guaranty Trust, is listed as one of the
ten largest stockholders in a power company. There is no information
as to how many additional shares Guaranty Trust may hold in the
names of its eleven other nominees (providing they are not among
the top ten holders), or even through brokerage houses.

The only systematic information about stockholdings in industrial
corporations was made available when the TNEC published the details
of a Securities and Exchange Commission study of the 20 largest
record shareholders in each of the 200 largest non-financial corporations
—and that was inconclusive for many corporations owing to the wide-
spread use of the “street name” system.

The secrecy and evasion concerning large stockholdings and trans-
actions is designed not only to veil the facts from the public. It is part
of the struggle among competing financial groups. When a particular
group secks to buy up a controlling interest in a corporation, it does
so over a period of time and through a myriad of channels, so as to
cover its tracks. At the same time, the incumbents use their excellent
sources of information to uncover any attempts to unseat them. The
‘American Telephone & Telegraph Co. keeps a dossier on every stock-
holder of 500 shares or over. Banks which have transfer agencies main-
tain elaborate files of holdings, and changes in holdings, of stock in
the corporations which they represent.

The public is told the virtues of stock ownership, as part of the
“American way of life.” But the owners of America conduct their
affairs as if they were conspirators, concealing their activities from one
another and from the people.

THE WALL STREET BANKS AS DOMINANT STOCKHOLDERS

_Some holders appear again and again in the 20 largest stockholder
lists of giant corporations compiled by the TNEC. Table 11 identifies
those which were among the top 20 stockholders of 3 or more of the
10 largest non-financial corporations in the country in 1938.
_ The eight banks shown are among the ten with the largest trust
artments, and their holdings consist mainly of trust accounts. The
Organ interests are represented by three banks, Bankers Trust,
G“al'anty Trust, and J. P. Morgan & Co. Adding their representations,
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but eliminating duplications, it turns out that the Morgan banks were
among the largest stockholders in eight of the ten largest companies,
the same number as the National City Bank.

TasLe 11. BANKS AND OTHERS APPEARING MOST FREQUENTLY AMONG
LARGE STOCKHOLDERS IN 10 LARGEST CORPORATIONS, 1938.

Banks aND Trust COMPANIES No. of Corporations

National City Bank® 8
Central Hanover Bank & Trust Co.?
Bankers Trust Co.

United States Trust Ce.

Brown Brothers Harriman & Co.
Chase National Bank®

]J. P. Morgan & Co.

Guaranty Trust Co.

Wbt on

Broxerace HousEes
Dominick & Dominick
E. A. Pierce & Co.8
E. F. Hutton & Co.

J. S. Bache & Co.

o P\ oo

INVESTMENT TRUST
Massachusetts Investors Trust 4

INDIVIDUAL
Edward 8. Harkness 4

¢ Now known as First National City Bank. Holdings usually in name of its trust affili
ate, City Bank Farmers Trust Co. b Now known as Hanover Bank. ¢ Now known as
Chase Manhattan Bank. d Subsequently merged into Merrill Lynch, Pierce, Fenner &

Beane.
Source: Compiled from TNEC Monograph No. 29.

Among the brokerage houses listed, Dominick & Dominick plays a
special role. Its holdings were mainly those of European banks that it
represents (see Chapter X). The large holdings of the other brokerage
houses shown are of 2 different character. These were leading broker-
age houses, in which much of the “floating” stock, traded for specu-
lative purposes, was concentrated. They are less active than the banks
in the affairs of the corporations in which their scattered clients hold
shares. So these large brokerage holdings of record usually do not
represent an integrated group active in the contro} of giant corporations.

The one individual, Harkness, was a Standard Oil heir who has
since died. Much of his stockholdings are now recorded in the names
of the Commonwealth Fund, a family foundation, and the New York
Trust Co., the main bank of the Harkness family.
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Considering the great expansion in total trust department stock
holdings since 1938, it is likely that the stock position of the listed
banks in the giant corporations is at least as decisive as before World
War IL. Public records confirm this for railroads and utilities.

PERSONAL UNICN

The common control of banks and industry is personified in the
system of interlocking directorates. Five banks lead in this respect.
All of them are among the ten largest in trust business, and four of
them among the ten largest in commercial business. Table 12 sum-
marizes the personal ties of these five banks with other corporations
as of mid-1955.

TasLe 12, INTERLOCKING DIRECTORATES, MID-1955
Assets, Dec. 31, 1954 {(billions)

No. Manu- Trans-
of Com-  facturing, port & Finan-
Bank panies®  Mining Unl. cial Total
First National City 115 $13.7 $12.7 $44.0 $70.4
Chase Manhattan 104 137 157 30.1 68.6
Guaranty Trust 91 8.7 14.1 33.8 56.6
Bankers Trust 84 8.8 3.0 339 5.7
J. P. Morgan & Co.b 92 220 8.2 14.6 44.9

: Includes O‘{lly companies for which asset figures are available.
Includes directorships of partners in Morgan Stanley & Co., and Drexel & Co.

G}:NERAL_: Includes outside directorates of officials of the listed banks but not of members
of advisory boards.
Source: Compiled from financial manuals.

The majority of the 53 largest manufacturing corporations are in-
cluded. Most of the remainder interlock with others of the leading
banks and trust companies.

Statistics of cross-directorships are subject to variation, depending
on the time of the listing, and matters of definition. For example, the
death early in 1955 of John W. Davis, director of the American Tele-
phone & Telegraph Co. and of the Guaranty Trust Co., temporarily
removed §14 billion from that bank’s total. Again, Bankers Trust and
the Chase Manhattan Bank have important advisory boards. Members
of these boards, holding posts in corporations with many billions of
dollars, are excluded from the tabulation.

These qualifications (and others) signify that statistics such as these
are only rough indicators of the extent of the personal ties between
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given banks and allied industrial and financial corporations. None-
theless, certain conclusions are justified:

(1) The five banks listed have personal links with most of the major
corporations of the country, and many smaller ones.

(2) The structure of interlocking directorates is not too different
from that prevailing before World War II

(3) J. P. Morgan & Co. continues to have the largest volume of
cross-directorships with mining and manufacturing corporations.

(4) Adding interlocks of the three Morgan banks, Guaranty Trust,
Bankers Trust, and J. P. Morgan & Co., while eliminating duplications
among them, gives companies with combined assets of $106.1 billion,
considerably exceeding those of any other financial group.

However, this obvious personal relationship is not the sole criterion
of financial connections. Thus the $7-billion Standard Oil Co. (NJ),
is under the same ownership control as the Chase Manhattan Bank,
but they have no directors in common. As will be seen, the overall
balance between the Morgan and Rockefeller interests differs from
that implied by cross-directorships only.

STOCK OWNERSHIP AND CONTROL
IN A “MORGAN" COMPANY

The leading electrical combine, General Electric, was put together
by J. Pierpont Morgan and his associates almost 60 years ago. Boston
bankers were junior partners in the venture. It has borrowed or issued
new securities infrequently. Hence, stockholdings were particularly
important for continued control.

The prewar Securties and Exchange Commission study showed that
this basis was retained. The 20 largest stockholders, combined, had
109 of the stock outstanding, distributed as shown in Table 13.

The Morgan and Boston holdings together exceeded the combined
total of all other New York banks. By maintaining their alliance, these
two groups could avert any possible challenge from other Wall Street
interests, even if these should all combine. The Morgan shareholdings,
if maintained intact, were worth $155 million by the end of 1955.
An enormous capital investment would be necessary to challenge
Morgan control—a venture that would be rendered 2ll the more diffi-
cult by the comparatively small “floating supply” of stock, and the
certainty that any attempt to buy up a large quantity would bid up
the price and put the Morgan interests on guard.
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TasrLe 13. GENERAL ELECTRIC STOCKHOLDINGS,* 1938

Holder Percent of Total Shares
Morgan banks and associates 3.38%
G. E. Employees Securities Corp. 1.84
Boston interests 0.74
Seven New York banking houses 3.70
Dutch banking interests 0.33
Total 9.99

*In considering this and subsequent tabulations, it is important to remember that each
of the groups listed is likely to have additional shares in smaller “holdings of record.”
The Morgan banks and associates, for example, might easily have 5% or more of Gen-
eral Electric stock, but the listings do give a rough picture of the relative positions of
different groups.

Source: TNEC Menograph 29, p. 933 (see Appendix 4 for further details).

The Morgan control was further consolidated by the large internal
holdings of the corporation, through the Employees Securities Corpora-
tion. GE executives, selected by the Morgan interests, could be counted
on to vote the stock together with that of the associated banks. This
raised the effective voting block of the Morgan-Boston alliance to
596%, a decisive majority of the large stockholdings.

For anybody to challenge the Morgan position, it would be necessary
to break the Morgan-Boston alliance in this company, involve the
Boston interests in a new grouping of important Wall Street holders,
and then buy up tens of millions of dollars worth of shares from small
and medium-sized holders. Certainly it would be a prize worth win-
ning—not only for the direct profits, but also because historically
control of General Electric has been the key to control of electric power
companies dependent on it for equipment. But evidently the difficulties
are too great.

As yet, nobody has attempted to challenge the status quo in GE.
The directorate, much the same in composition as before World War
IL, closely reflects the balance of forces of the controlling interests.
The sixteen directors at the end of 1954 were connected as follows:

7 were directors of Morgan banks.

2 were presidents of industrial corporations whose main banking connections were
with Morgan interests.

2 were directors of Boston banking houses.

1 was 5 partner in Goldman, Sachs & Co. of New York.

3 ;’Vc!;c directors of different banking houses in Chicago, Pittsburgh, and Cleve-
and,

1 had no outside connections.

&

Here there is neither Burnham’s “management control,” nor “a
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board of directors . . . familiar with the product of laboratories and
research and fully appreciative of ‘long-haired know-how’”* which
Berle mysteriously attributes to General Electric. Instead there is a
thoroughgoing bankers’ board, and one overwhelmingly dominated
by the House of Morgan.

Publicly reported financial business is divided between Morgan in-
stitutions, those of the Boston group, and Goldman, Sachs—with the
Morgan bankers leading. J. P. Morgan & Co. is trustce of the 1956
bond issue. Morgan Stanley and Goldman, Sachs jointly headed the
underwriting syndicate. Stock fiduciary assignments are divided be-
tween the First National Bank of Boston and the Guaranty Trust Co.
of New York. In the latest General Electric lawsuit to come before
the Supreme Court (October 1954 term), it was represented by the
Morgan law firm of White & Case, which also serves for Bankers Trust

and U. S. Steel.

JOINT CONTROL BY ALLIANCE OF WALL STREET INTERESTS

General Foods, the largest processed food corporation, exemplifies
the joining of the two lines of financial influence explained in Chap-
ter 1I1. Some allies in the control group are there because of their large
stockholdings in the corporation, others because of their huge general
financial resources, to which General Foods needs access.

A number of families, once owners of companies merged into Gen-
eral Foods during the 1920s, retain a significant interest in the
company, directly or through banks. One of these, the Hanover Bank,
has enough shares to determine General Foods® affairs, in alliance with
the largest family shareowner, the Post family. But the Hanover Bank
lacks the resources to assure the predominance of General Foods in
its industry, so it is necessary to grant a major voice to other interests,
with smaller stockholdings but with decisive access to capital.

Thus some directors of General Foods represent the largest share-
holders, others sit for key financial interests. The representation of
large stockowners on the Board is shown in Table 14.

Three directors represented primarily financial interests, Robert Leh-
man of Lehman Brothers, Sidney J. Weinberg of Goldman, Sachs, and
Carl J. Schmidlapp of the Chase National Bank. Of these, only
Lehman Brothers was reported among the largest 20 stockholders,
with 0.37% of the stock. In addition, there was one partner in a minor
Wall Street house, and four corporate functionaries, here a distinctly
minority representation of the “management” function.
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TasrLe 14. LARGE STOCKHOLDERS AND DIRECTORS OF
GENERAL FOODS CORP., 1938

Common
Sharcholdings
Stockholder Pct. of Total Directors Representing
Post-Davies family 8.62% Marjorie Post Davies
Hanover Bank-Woodward family® 6.25% William S. Gray, Jr.,

‘ Colby M. Chester?
Security Trust Co. of Rochester 2.36% Daniel M. Beach
Warren Wrig_ht 1.71% not known
Igleheart family 1.63% A. S. Igleheart
Guaranty Trust Co. of New York 1.57% indirect—S. Sloan Colt¢
Cheek family, Third National Bank, Nashville,

Tenn. 0.96% Robert S. Cheek

8 The Woodward family are the largest stockholders in the Hanover Bank, They ac-
counted for 3.33% of the 6.259% total shown, the remainder being bank-held stock for
unidentified interests.

% Colby M. Chester was Chairman of the Board of General Foods, and personally the
tenth largest shareholder, and also a director of the Hanover Bank.

¢ §. Sloan Colt was chairman of Bankers Trust, which like Guaranty Trust, is under
Morgan control.

Sources: Compiled from TNEC Monograph No. 29, pp. 436 and 936-7; and directories.

The current directorate of General Foods shows little change from
that of 1938, except for the replacement of deceased or retired individ-
uals by successors representing the same interests.®

What is the basis of the financial influence of Goldman, Sachs,
Lehman Brothers, and Chase Nationa! Bank? The first two historically
lead as merger promoters and investment bankers for the food and
retail industries. They provide important sales connections and securi-
ties outlets for the corporation. Chase National Bank and its affiliated
insurance companies provide the large credit facilities needed by a
company like General Foods. Bankers Trust provides similar facilities,
in addition to its indirect representation of Morgan group share-
holdings.

Without these varied banking interests, General Foods could not
have acquired nine other food companies in the three-year period
1944-46 alone, nor further expanded its leading position in the industry.

The relation between the directorships, stockholdings, and financial
connections of the company are shown by these details of General
Foods’ fiduciary services as of the end of 1952:

*During 1955 Charles G. Mortimer, Jr., current president of General Foods, was
e1'3Ct.'f:d to the board of the First National City Bank. The basis of this new financial con-
Bection is not publicly known.
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Goldman, Sachs and Lehman Brothers headed all syndicates selling
public bond and stock issues.
Bankers Trust was the bond trustee, and Chase National Bank the

fiscal agent for bonds.

Metropolitan Life Insurance Co., associated with the Chase National
Bank, held one issue of notes. Bankers Trust, Chase National Bark and
the Hanover Bank equally divided ancther.

Hanover Bank and Manufacturers Trust were transfer agents, Bankers
Trust and Chase National Bank were registrars of stock issue.

Of these banks, only the Manufacturers Trust has no interlocking
directorate with General Foods. The explanation is that when the
stock was issued and the transfer agency established, Goldman, Sachs,
the leading underwriter, had a major interest in Manufacturers Trust.

This detailing of the financial interrelationships of a corporate giant
exposes again the false propaganda concerning the “intense competi-
tion” among banks for corporate business, and the “independence” of
industrial corporations from the leading financial institutions.

The reality is that the affairs of large industrial corporations are
dominated by banks and investment houses representing large share-
holdings and those able to supply the funds needed for survival and
expansion of monopoly profits. In turn, the profits from fiscal manage-
ment of the corporation are channeled to these same interests. Whether
this diversion of profits is embodied in some secret written agreement
such as that cited in Chapter III in connection with Standard Power &
Light, is of little consequence. With or without a written agreement,
the division of the spoils in General Foods has remained virtually
unchanged for almost two decades (and probably longer).

SHIFTS IN CORPORATE STOCKHOLDINGS
AND CORPORATE CONTROL

There is a continual shifting and juggling of investments by the
dominant financiers. Their holdings are not determined by sentiment,
or by responsibility to “their” corporations, but by the search for
increased profits and the extension of control to new areas. The owner
of a growing fortune can reinvest his profits in existing portfolios,
strengthening his influence in these companies, or he can place his
gains elsewhere so as to cbtain a voice and share in the profits of
companies previously outside his sphere. Generally both are done, and
not by individuals, but by groups coordinating their activities through
banks and other channels. Other groups, with less profits to reinvest,
must decide which holdings to curtail in order to protect their most
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important control positions against rivals. At a certain point, shifts in
the balance of shareholdings create the basis for a shift in corporate
control.

It is possible to trace approximately the major changes in ownership
of those corporations required by government regulations to report the
identity of the largest sharcholders annually. Shifts have been especially
pronounced in the railroad companies. These have not enjoyed such
high profits as concerns in other industries and investors have been
anxious to transfer to more profitable lines. There is a substantial
“foating supply” of shares. New interests, seeking control, can buy
up stock cheaply and inconspicuously.

Here are two examples of shifts in the balance of railroad stock-
holdings, as indicated by these reports.

unIoN PaciFic: Table 15 shows the interests holding 195 or more of
the outstanding shares in 1938 and 1954.

TasLe 15, UNION PACIFIC STOCKHOLDERS, 1938 AND 1954

1938 1954
Harrim_an-Kuhn, Loeb 429, Morgan interests 2.5%
Dutch interests 2.7 Boston interests 2.3
Chase Bank-Standard Qil 2.6 Harriman interests 1.8
Mor'gan int.crcsts 1.7 United States Trust 1.6
Nationa! City Bank 1.6 National City Barnk 15
Hanover Bank 1.3 Hanover Bank 1.4

Dutch interests 12

The Harriman holdings in what was traditionally their main rail-
road have declined, while their main financial associates in railroad
enterprises, Kuhn, Loeb & Co., no longer hold a major block. The
Cl.lase Bank-Standard Oil interests have virtually dropped out of the
railroad. On the other hand, the Morgans have increased their holdings
and various Bostonians have acquired stocks which, if combined
amount to the second largest block. ’
_The Morgans now have a basis to challenge their erstwhile railroad
rivals for control should they so desire. But their own holdings are
far frpm sufficient. They would have to break up the existing system
of alha.mces and create a new grouping. So far, they have not done so.
The-suuation remains as it was during the 1930’s. The Harrimans
continue in undisputed control of the company, holding both the
Chairmanship and the Chairmanship of the Executive Committee;

‘;’]hlle the Morgans and certain other interests retain representation on
the Board of Directors.
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NEW YORK CENTRAL: In the case of the New York Central, there was
a far more radical change in stockownership which set the stage for
the strenuous proxy fight of 1954. Harold Vanderbilt reduced his share-
holdings from 173,000 in 1928 to 90,000 in 1939 and 10,000 in 1953.
He and other Morgan-allied investors counted on the solidity of the
Wall Street banking fraternity to retain control while they shifted their
investments to greener pastures. But Robert R. Young and his allies
in Cleveland and elsewhere bought up a large block of the floating
shares.

In 1938 the Morgan-Vanderbilt interests had 11.1% of the New York
Central stock, while the Harriman interests had 4.8%. By 1953 the
Harrimans were out of the picture, the Morgan-Vanderbilt holdings
had been reduced to 4.5%, and Young had accumulated 10.0% of the
stock. The Wall Street interests in New York Central refused Young’s
demands, first for a position on the Board, and then for the Chair-
manship. An open struggle became inevitable. Both sides bought up
additional shares. By 1954 the Young interests held about 17% of the
shares, the Morgan-Vanderbilt interests about 7%, sctting the stage
for the Young group’s victory.

AMERICAN TELEPHONE & TELEGRAPH

This $14-billion corporation, largest of all, has undergone a major
change in the balance of control since 1939. The change has taken
place quietly, without fanfare or proxy fight. It has been based on a
shift in the balance of shareholdings, as well as in the balance of over-
all financial resources. At the same time, there has been a struggle,
involving all of the leading banking groups, for a larger slice of this
very profitable pie.

The telephone company enjoys an almost perfect monopoly in a
growing business. And it uses its position to squeeze its customers
unmercifully. Between 1940 and 1954 it more than doubled its average
charge per telephone call, despite the economies resulting from a
doubling of volume and extensive automation of operations. At the
same time it has rapidly expanded its arms business, especially in the
fields of nuclear weapons, guided missiles, and military communica-
tions systems.

As a result, profits after taxes surpassed a half billion dollars in 1955,
and the dividend yield to stockholders for a number of years has been
in the range of 7-8%%, including the value of “rights” to subscribe to
bonds which permit tax avoidance by large stockholders.
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No company offers greater opportunities in terms of the indirect
profits of control. Capital expenditures now surpass $1.5 billion yearly,
almost all financed by new capital. AT&T and its subsidiaries account
for one-fifth of all the corporate securities issues in the country and
borrow heavily from banks. It has the largest pension fund in the
country. The financial business generated, therefore, is without par-
allel. The company boasts that its construction expenditures in nearly
every state of the union exceed those of any other company. The
opportunities provided in the channeling of construction equipment
and material contracts, legal, printing, and advertising fees, are truly
extraordinary.

Even in the early decades of its existence, the telephone company
was a football of competing financial groups. But by 1907 the House of
Morgan, with Boston in a secondary position, obtained solid control
of AT&T which it maintained through succeeding decades as the
company multiplied in size and profits. N. R. Danielian, who exhaus-
tively analyzed the history and structure of AT&T for the government,
wrote in 1939: “The available information points, not to the existence
of a democracy of control based upon public, or even stockholders’
franchise, but on the contrary, it reveals, through historical evolution,
the rise of a financial oligarchy based upon the control of a political
machinery of self-perpetuation. . . . Cordial relations have existed
between the operating management of AT&T and the group of
bankers who in 1907 succeeded in establishing a management friendly
and responsive to their wishes.”®
" Danielian believed that the company had become so large, and the
cost of a significant block of shares so formidable, that the existing
Morgan control could never be challenged. But never is a long time.
The Second World War and its aftermath created enormous capital
reserves. A shift in the distribution of these reserves led, in fact, to
an unpublicized struggle for control and a change in the balance of
power.

Whereas formerly AT&T was dominated by the Morgan interests,
control is now shared about equally by the Morgan and Rockefeller
groups.

One reason for this outcome has been the shift in general financial
and economic resources, so that today the holdings of the Rockefellers

~and their associates equal those of the Morgans (see Chapter VII).

In view of the huge scale of AT&T transactions, general financial
Power has particular weight in determining the control of its affairs.
A redistribution of company shares has played an equal role. In 1955
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there were 1,409,000 AT&T stockowners, more than in any other
company, and double the prewar number. The company boasts that
“no individual owns as much as one-thirtieth of one percent of the

stock.”™

It is the example “par excellence” of the company with completely
scattered shareholdings, supposedly excluding the possibility of stock
control.

But in fact, substantial concentrations do exist, held not by individ-
uals, but by banks for individuals. The 30 largest holders “of record”
in 1954 controlled 549 of the stock outstanding, and 7.6% of the
stock actually voted (mainly by proxy), at the company’s annual
meeting. Precisely because of the scattering of most of the stock, this
5.89% of the total is wholly adequate for effective control.

The number of shares has tripled since 1937, and doubled since
1950, with the growth of the company. But the percentage held by
the largest stockholders actually increased. This was encouraged by
the device through which the additional shares have been issued, the
“convertible debenture,” a form of bond which may be exchanged or
converted for common stock on payment of additional capital funds
to the company. Stockholders are given “rights” to buy these con-
vertible debentures. But only those with substantial capital have the
resources to take full advantage of these rights. The large banks and
their clients, besides exercising their own rights, buy up those of the
weaker stockholders, and use them to increase their proportion of the
total stock.

The House of Morgan inaugurated this system in 1906 and used it
as a means of gaining initial control of the corporation. Since World
War 11 it has been used to the extent of billions of dollars. But others
beside the Morgans have been able to use it effectively. And other
factors (discussed in Chapter VII) had caused a marked shift in the
balance of shareholdings during and immediately after World War II,
as shown in Table 16.

In 1937 the three Morgan banks, taken together, held more shares
than any other single bank. The Chase National Bank held an insuffi-
cient number to be included among the listing of largest holders.
Between 1937 and 1950 the holdings of the Morgan banks, among
others, actually declined, and were surpassed by the Chase National
Bank which showed the largest increase of any bank.

During the next four years all of the leading banks joined the com-
petition to increase their AT&T stock. The Morgan bank clients
increased their purchases more rapidly than others, investing at least
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$40,000,000. By 1954 they again held more shares than Chase Man-
hattan, but the margin was narrower than prior to World War 1L
And it disappears altogether if one adds to each group’s total the
holdings of closely associated institutions among the 30 largest holders
(577,000 for the Morgan interests, 590,000 for the Rockefeller interests).

TasLe 16. SHAREHOLDINGS IN AT&T
(Thousands of shares)

Banking House 1954 1950 1937
3 Morgan banks 317 70 130
Chase Manhattan Bank 246G 88 0
U. §. Trust Co. 211 96 51
First National City Bank 204 114 84
Hanover Bank 145 96 46
Dominick & Dominick 84 29 51
Brown Bros. Harriman 82 26 33
Total shares outstanding 48,162 28,559 18,687

Note: Figures for 1937 refer only to holdings shown among 20 largest record holders,
ff)r 1950 and 1954 to 30 largest record holders, Total holdings of any of the banks
listed could easily be double the figure shown,

Soukcnz.: 1938, TNEC Monograph 29; 1950 and 1954 Annual Reports to Federal Com-
munications Commission.

The changed balance in general financial resources and in stock-
holdings has been clearly reflected in the operating control of AT&T.

The prewar president, Walter S. Gifford, was a director of the
Morgan-associated First National Bank of New York. Both postwar
presidents have been directors of the Chase Manhattan Bank. In 1939
four of the AT&T directors were directors of Morgan banks, one a
director of the Chase National Bank. But by August 1955 the position
was reversed. There were four officials of the Chase Manhattan Bank
on the AT&T Board, two former directors of Morgan banks, neither
currently active as bank directors.* The six-man executive committee
of AT&T included three of the Chase Manhattan Bank, only one of
the Morgan men.

_In financial relations, the Morgan banks have lost their one-time
virtual monopoly, but still retains an advantage. Underwritten bonds
of AT&T are now all sold by competitive bidding, which results in
an approximate division among the leading investment banking
houses. Bond trusteeships are rotated among the leading New York
banks, and bank borrowings are divided in much the same manner.

* An interlocking directorate with a Morgan bank was reestablished in Nov. 1956 with

the appointment of William C. Bolenius, vice president for finance of AT&T, as director
of the Guaranty Trust.
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But the Bankers Trust receives millions as agent for handling the
execution of rights under the convertible debenture issues, as trustee
for the AT&T pension funds, and as registrar (along with out-of-town
banks) for AT&T stock.

During the five-year period 1950-54 the main legal work of AT&T
was divided evenly between the Morgan law firm Davis, Polk, etc.
and the firm of Dewey, Ballantine, etc, which is closer to the
Rockefeller interests. Owing to the death of John W. Davis, who was
not replaced on the AT&T board, and the shifting of Elihu Root, Jr.,
to another law firm to make way for Thomas Dewey as senior partner
of his former firm, marked changes in the distribution of the AT&T
legal business are possible.

On the whole, control appears to be about evenly divided between
Rockefeller and Morgan interests. ‘This balance of power situation
lacks the stability of the decadeslong rule of the Morgans, and sets
the stage for further intense struggles for control of the telephone

monopoly.

CHAPTER VI

Financial Marriages and Shotgun Weddings

WHETHER PEACEFUL OR combative, the shifts in corporate control are
part of the general process of increasing monopoly in the entire
economy. We have already seen statistical evidences of the growing
percentage of business handled by a few giants of industry and finance
and of the tightening of control over the individual giants by thé
financial oligarchy. Here we discuss the means by which increased
concentration is effected.

The growth of monopoly takes place in many forms. In the world
of finance these include bank mergers, formation of virtual partner-
shi-ps between investment banking houses, and establishment of close
alliances among financial power centers. Within industry there are
mergers of industrial firms; the passing of “privately-held” companies
into the orbit of major financial centers; partial consolidations,
exclusive purchasing contracts, and other arrangements which unite
certain operations of nominally separate corporations. The amalgama-
tions of financial and industrial properties are, of course, closely
related, owing to the prevalence of common control. At the same time,
through government action and the militarization of the economy,
mon(?poly advantages accrue to the most powerful groups far beyond
the simple statistical measurement of mergers (see Chapter XV).

MERGER MOVEMENTS

. Concentration in the United States does not proceed evenly. Finan-
cial crises with their resulting bankruptcies have spurred the process.
Mergers are most frequent in prolonged boom periods, especially
to‘i'&’alr.ds the end of the uptrend. Then, weaker companies are already
€Xperiencing financial stringencies which presage the coming crisis.

107
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Speculators with access to money are willing to pay high prices for
these and other corporations, so as to obtain access to the profits of
control. And the competitive race for supremacy among the strongest
giants leads them to grab every purchasable company in sight.

There have been three major waves of mergers in American cor-
porate history. The first, around the turn of the century, led to the
establishment of the great trusts in the basic industries. Undoubtedly
this was the most important of all, because it decided irrevocably the
monopoly character of American capitalism which has been streng-
thened ever since. The second was the merger movement of the
1920’s, and the third was that beginning around 1952. Both of these
included, besides the further concentration of finance and basic in-
dustry, the extension of the unification process to certain formerly
scattered fields of light industry and trade.

The merger movement of the 1950’s has been particularly far-
reaching in the central control area of banking. Besides the continued
gobbling up of small banks by large, a particular feature has been the
fusion of very large banks. When the Bank of the Manhattan Com-
pany was absorbed by the Chase National Bank in 1955 its assets
exceeded $1.6 billion, close in size to the giants of the 1920’s. Dis-
appearance by absorption of such venerable institutions as the First
National Bank and The Corn Exchange Bank of New York, the
First National Bank of Philadelphia, the Second National Bank of
Boston, the Anglo-California National Bank of San Francisco, were
moves involving significant shifts in financial power.

In industry, the recent wave has so far included fewer mergers
than during the 1920’s, and comparatively few instances of really giant
enterprises being taken over. However, mezgers need not be large to
be important. A number of corporations have reached the top ranks
through a series of smaller absorptions. By picking up a small com-
pany with strategic patents, an industrial giant with access to broad
financing can set the stage for a vast increase in its business. Such,
for example, was the acquisition of the Electromotive Corp. by Gen-
eral Motors, which paved the way for GM’s domination of the loco-
motive industry.

Rapid concentration through mergers has been conspicuous in in-
dustries weakened by economic shifts, notably textiles. New fibers have
come to the fore, and these are produced by du Pont and other giants,
setting a monopoly pattern in the supply of raw material. At the other
end, the decline in the share of the consumer’s dollar going for clothing
broke down price-fixing attempts among the comparatively scattered
producers of textile fabrics. The resulting mergers brought to the top
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companies with hundreds of millions in assets, such as Burlington
Industries Inc,, Textron Inc., J. P. Stevens & Co.; and the disappear-
ance of such former fixtures of the industry as American Woolen and
Pacific Mills.

Among the most publicized mergers have been the crazy-quilt
corporations created by financial “operators.” These “industrial im-
perialists, out to build bigger and bigger companies for power, must
merge if their objectives are to be met in a lifetime.”

A group of men of moderate means, with the aid of credit, buy up
corporations right and left, and merge them all into a seemingly
inchoate corporate shell. Wolfson’s Merritt-Chapman & Scott Corp.,
for example, originally an industrial construction concern, added com-
panies making paints, chemicals, building materials, power shovels,
trailers, steel, and ships. Wolfson’s empire also included a transit
company, but he was defeated in his attempt to add the well-known
mail-order house, Montgomery Ward.

Fortune aptly describes groups of this type: “Lesser capitalists,
banded together and following a leader are running in packs to control
a wide variety of enterprises.”® The Fortune writer, William B. Harris,
argues that while in the olden days mergers were “evil,” today’s are
for “sound business reasons” and not monopolistic.

He proceeds to describe some of the “sound business reasons.”
There are the “conglomerate” mergers of companies, which having
rapidly expanded as far as possible in a given field, spread out into
others. For example, Continental Can, already sharing a monopoly in
the can industry, strives to get a similar one in other forms of
packaging.

Then there are the “market mergers,” where a manufacturer buys
up sales outlets, or sources of raw material. Whatever one may say
of the “soundness” of these forms, they increase monopoly in almost
classic fashion.

“Tax mergers” are very prominent nowadays. Indeed, there is one
or another tax gimmick in most mergers. Most common is the tax
lc.>ss device. A company purchasing another which lost money in pre-
vious years can thereafter charge those past losses against its own
fl‘lture profits. In one famous case, the corporate shell of a motion
picture company, whose main asset was a “loss” of $20 million, was sold
for many millions of dollars. Frequent advertisements of “tax losses
for sale” appear in the financial pages. Again, the public pays for this
far-from-accidental “quirk” in the tax laws.

Finally, there are the “mergers for survival,” of “sick” industries
and companies, which join with others in order to cut costs and get
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into growing lines of activity. A classic example was the three-way
Textron-American Woolen-Robbins Mills merger of 1954. This was
followed by the closing down of American Woolen’s New England
mills, the use of American Woolen’s cash to buy up a dozen companies
in industries with no relation to textiles, but with good chances for
military orders, and the use of fancy figuring to keep the tax collector
from getting a share of the resulting profits.

A Congressional report, noting the liquidation in two years of
textile mills that had employed 68,135 workers, commented: “These
figures regarding mill closings do not reveal the great hardship and
tragedy of persons whose means of livelihood are thercby removed.
Whether these mill closings are caused by the move to the South, by
the merger movement, by financial manipulators seeking a tax advan-
tage, by the basic fact of textile overcapacity, or for some other reason
is one of the key questions in the textile field.”

MERGER BY JUDO

“The corporate “marriages” which are hailed in the financial pages
would often be better described as rapes. The “empire builder” quietly,
and through a varicty of channels, buys up a block of stock in the
intended quarry. Frequently, he will find some member of the control
group that he can seduce so as to annex his shares. Then, when a
sufficient position has been acquired, he will notify the incumbents
that they must yield. They may or may not do so, depending on the
estimate of forces. Often, then, these raids are resolved by proxy con-
tests or court cases.

The American Institute of Management tabulated a rising trend in
proxy contests during the early 1950's—11 in 1952, 21 in 1953, and 27
in 1954. The 59 contests during these three years involved companies
with $5.5 billion of assets. Included were nine contests for large com-
panies with over §100 million of assets each.?

Fortune describes the three-way textile merger mentioned above as
“Merger by Judo.” The main protagonist was Roy Little:

When World War 1I gave him the opening, he jockeyed his way up from run-
ning a small parachute company to control of a large textile enterprise, whose
site of operations he gradually transferred from New England to the anti-union
hinterland of South Carolina. In accomplishing all this, he bought companies and
sold them; closed mills, opened them, and closed them again; hung in effigy in a

New England town that later was to praise him . . . and left such a dizzying
trail of stock purchases, asset sales, mergers, spin-offs*, charitable trusts, and sales

* Establishment of part of a company as a separate corporation, the shares being dis-
tributed to the stockholders of the main company.
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and lease-backs that Internal Revenue is still brooding over ten-year-old Textron
tax returns.

His main antagonist was American Woolen president and former
governor of Massachusetts, Joseph B. Ely.

Textron put over the merger “after more than a year’s resistance
by the object of its desire—American Woolen”—and with it obtained
the $50 million of cash or equivalent in that company’s till.®

At that, the ultimate decision was made neither in the courts nor in
the numerous stockholders’ meetings. It resulted from Little’s hiring
Choate, Hall & Stewart, the Boston law firm of the First Boston Co.,
and getting the inside track with the First National Bank of Boston;
and the terms were made by a group of investment banking com-
panies, of which the best known is Dillon, Read & Co. In the end,
everybody in the battle was paid off handsomely out of the tax savings
and the closed-down mills, and all principals were given top executive
jobs in the merged company, on whose board appears the one-time
Dixiecrat Senator from South Carolina, and champion builder of
runaway shops, Charles E. Daniel.

In this case, the big money remained in the background while the
formal antagonists wrestled over terms. In other cases, the tycoons by
inheritance, rather than the war-made Royal Littles or Wolfsons,
carry out the operations themselves. Such “reputable” men as the
Rockefeller brothers and John Hay Whitney are among the most
active buyers of companies—and among the most successful because
of their inside track for obtaining military orders.

The Rockefellers were involved, along with the Morgan affiliated
Smith, Barney & Co. and Bankers Trust, in a recent “merger by Judo”
of some prominence—the acquisition of Colonial Airlines by Eastern
Air Lines.

When General Motors sold Eastern in 1938, Smith, Barney & Co.
was the leading investment banker, and Laurance Rockefeller and
associates bought up the controlling block of shares. This airline and
the smaller National Airlines, under Lehman Brothers’ financial wing,
competed for acquisition of Colonial Airlines, a connecting line to
Montreal. The president of Colonial Airlines, Sigmund Janas, Sr., had
milked it too well, and it was showing losses; whereupon the Civil
Aeronautics Board in 1951 forced his resignation and recommended
the buying up of Colonial Airlines by another carrier.

National Airlines made the best offer, which was accepted by the
new Colonial management in March 1952. But Rockefeller, his finan-
cial adviser, Lewis L. Strauss, and Smith, Barney partner William Bar-
clay Harding, had other ideas. They organized a proxy fight against
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stockholder acceptance of the merger proposal, and proceeded to buy
up 22% of the stock to that end, a large part of it from the discredited
Janas. They won by a very narrow margin—although the votes in
favor of the National Airlines proposal were a majority of those cast,
they fell short of a majority of the stock outstanding owing to
abstentions. Whereupon the Rockefeller group wrote the Colonial
management demanding a special meeting solely to consider the
Eastern proposals, signed by stockholders hiding behind dummy
names (e.g. Eddy & Co. for a Bankers Trust broker; Flumen Corp.
for Strauss). The Bureau Counsel of the Civil Aeronautics Board
wrote of this letter:

Its coercive effect upon the badgered and bewildered Colonial management still
reeling from the stockholder rejection of their recommendation of approval of a
merger with National needs no amplification. Faced with the full realization of
all the threats implicit in the notice the Colonial management accepted the inevit-
able and on July 18, 1952, approved and accepted the offer of Eastern.

A more brazen and willful demonstration of the employment of stock control
power to compel a corporation management to accept the offer of a designated
bidder, in this case Eastern, by pointedly demanding a meeting for the sole
purpose of considering only that one offer is difficult to imagine.®

The Civil Aeronautics Act prohibits one airline or its control group
from buying up control of another airline without specific authoriza-
tion. Hence this whole procedure was strictly illegal. There followed
a series of hearings before the Civil Aeronautics Board in which the
details, in all their corruption, were laid bare. In the meantime, the
Eisenhower Administration had come into office, liberally aided by
Rockefeller campaign funds. Laurance Rockefeller’s brother was a sub-
cabinet member. Strauss was Atomic Energy Commissioner. But the
Lehmans of National Airlines had no comparable influence in this
Administration.

Economic and political power prevailed over legality and logic in
this recommended decision of the Civil Aeronautics Board examiner,
which was submitted to President Eisenhower for approval:

“Recommended, that the Board find that Eastern has acquired
control of Colonial in violation of section 408 of the Civil Aeronautics
Act as 1938, as amended.

“Recommended, that the Board approve the proposed acquisition of
Colonial by Eastern, subject to terms and conditions.”

The Administration was fearful of the political consequences, and
turned down the recommended acquisition. Whereupon the Rocke-
feller-Smith, Barney group engaged in some more “hidden ball plays”
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with their holdings, and the Civil Aeronautics Board informed the
President in 1955 that the illegal relationship had been ended, but
without holding a public hearing to subject its conclusion to con-
troversy. The Administration’s skirts thus “cleared” by its own agency,
Eisenhower approved the “marriage.” It was consummated in 1956,
over the strenuous protest of National Airlines, the rejected suitor.

The attorney for Eastern Airlines, and participant in the secret and
illegal acquisition of Colonial control, was E. Smythe Gambrell,
prominent Atlanta Democrat and 1955-56 president of the American
Bar Association, whose Canons of Professional FEthics assert: “No
client, corporate or individual, however powerful . . . is entitled to
receive nor should any lawyer render any service or advice involving
disloyalty to the law . . . or corruption of any person or persons . . .
or deception or betrayal of the public.”®

At the time of the final Administration decision, both Nelson
Rockefeller, then presidential cold-war aide, and Strauss were meeting
weekly with the top policy body of the government, the National
Security Council.

YOUNG AND THE NEW YORK CENTRAL

The most dramatic proxy fight of the postwar decade was that over
the §2 billion New York Central Railroad. A Cleveland group headed
by Robert R. Young succeeded in wresting control in 1954 from a
gfalli itr;:ctth ooiml:iination in which the Morgan-affiliated First National

ank had the leading place. In thi
Rockot oo gp this case there was no apparent Morgan-
. The preconditions for Young’s victory in stockholdings was described
In the previous chapter. However, in a proxy fight, the issue also
turned on the distribution of support by the other shareholding inter-
&sts, not directly engaged in the fight for control.
ian;;e- peculiar feature c_wf the New York Central fight, as of others
anti-\x;nlgl Young and his associate Cyrus Eaton, is their free use of
before Ez: Street' propagand.a. In advertiserments, and in testimony
of the “?:lllglgrgsmonal committees, .they have re\.fealed intimate details
St oo a;{eetdoct(?pus, sh.owmg how a clique of l?anks and in-

o panies dominate railroads and other corporations, and how
sy e spec.laI profits from that control. The Clevelanders’ criti-

1s qulte.vahd.—and the reader will note citations from both Eaton

But C:En_g in this volume.

eir fight can hardly be called a principled one! For these
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gentlemen use the very methods they decry in building their own
financial-industrial empire. In particular, Young won the New York
Central fight mainly by his more successful uses of the devices of
high finance, being aided by conflicts among the Wall Street groups.
Interestingly enough, despite the propaganda aimed for their votes,
most small stockholders voted against Young. He corralled the big
money.

Most of the Young group’s New York Central holdings, 800,000
shares, had been acquired six to seven years earlier by the Chesapeake
& Ohio Railroad, previously the mainstay of the Eaton-Young railroad
empire. To prevent the extension of monopoly by common control of
these two great railroads, the Interstate Commerce Commission had
required that the stock be placed in trust with a “neutral” bank (a
dubious means of restraining monopoly!), which Young did.

To create conditions for voting this stock in the proxy fight, Young
arranged for its sale to two Texas oilmen, Murchison and Richardson.
Now, claimed Young, the stock is owned by private individuals, who
may vote it. The bank trustee so considered, and yielded its proxies to
Murchison and Richardson.

The price of the 800,000 shares was $20 million. It was all loaned
to the Texans by the Young forces. Furthermore, the Alleghany Corp,,
top Young holding company, agreed to and did repurchase the entire
800,000 shares from Murchison and Richardson after the proxy fight.
Obviously, the Texans were mere stalking horses for the Young group,
used to evade the ICC restriction and thereby to extend their centrally
controlled railroad network. :

During and after the proxy fight, the price of New York Central
stock went up, owing to competition for shares, the general uptrend in
stocks, and the well-founded belief that Young would increase the
railroad’s profits by reducing employment. The Young forces made an
immediate financial killing thereby, in the process of winning control
of the railroad. Said Young: “It was one of the most attractive deals
in history, out of which we made $10 million without one dollar of
risk, and I am proud of it.”

The “we” here is the Alleghany Corp., in which the Young group
holds the controlling shares. In addition, Young personally made
$2 million out of his New York Central stockholdings, and many
millions more were garnered by Kirby, Murchison, and Richardson.*’

Obviously much turned on the bank trustee yielding its proxies
to the Texans, against the objections of the New York Central and
its lawyers, Young had chosen the “neutral” trustee with a cleverness
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worthy of his profitable stock transactions. He selected the Chase
National Bank. The Rockefeller interests were little involved in the
New York Central. In this instance, at least, they were not unwilling
to strengthen the “foe” of Wall Street, Young, if that meant the
weakening of the Morgan interests, their own Wall Street associates
and rivals.

Young and Eaton frequently denounce the Wall Street law firms.
But Young hired for the proxy fight the firm of Lord, Day & Lord.
This is not only a downtown corporation law firm, but also happens
to be the firm of Attorney General Brownell, who is a close political
associate of Winthrop Aldrich of the Chase National Bank.

Young denounced the use by banks of trusteed stock to control
corporations—the overwhelming majority of such stock was voted for
the White slate, presumably because the Morgan banks held so much
of it. But Young justified the voting of stock by Wall Street brokerage
firms, which are intimately connected with the banks. The great
majority of stock held in brokers’ names was voted for the Young
slate. According to Fortune, Merrill Lynch, Pierce, Fenner & Beane.
largest of the Wall Street brokerage houses, and also a member of Lhé
investment banking cartel, threw its weight to Young.™

During the proxy contest, Young denounced the Wall Streeters
for charging New York Central stockholders for the costs of the
battle. But after he had won, he charged his larger outlays to the
stockholders of the Alleghany Corp. While fighting for control, he
deaI-ldCd cumulative voting—a system akin to proportional repre-
sentation ensuring a place on the board of directors for a substantial
minority interest. But after winning control, he refused to adopt that
system.

. '_Hle Eaton-Young hostility to Wall Street, then, is purely opportun-
sstic. It stems from specific historical reasons, and is designed not to
destroy Wall Street’s power, but to partake of it.

JQlNT COMPANIES AND EXCLUSIVE CONTRACTS

inMazihOd% other th@ optright mergers have becogle more pervasive
fors ’;Ecm-g co?centratlc?n among t_he very large industrial corpora-
con - The size o th.e‘leadmg companies is now such that the “classical”
cept of competitive buying and selling has become irrelevant.
nmi'il;sxder the purchases of a corporation like General Motors. It now
©8 many parts previously purchased from smaller suppliers. In
Qining other parts, it buys up the entire output of particular supplier

AR
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companies, which become effective subsidiaries of GM. On the selling
side there is 2 similar relationship, whereby GM auto dealers buy
only from GM, and are usually deeply in debt to GM in the bargain.

The natural gas pipeline companies illustrate the situation even
more sharply. Their gas is purchased from certain oil companies
according to arrangements covering a long period and involving
definite quantities of natural gas. Their sales, to public utilities engaged
in retail distribution of gas, are governed by similar long-term
contracts exactly specifying the quantities. Very little is left of the
market place outside of retail trade, where the buyer lacks bargain-
ing power, and farm products, where the seller has no bargaining
power.

Monopoly price fixing is quite effective in most sections of basic
industry. Instead of cartel schemes, whereby participants exchange
views and adjust their interests in arriving at a price, the price-leader
system prevails in the United States. By this method, the largest cor-
poration sets the price and all others follow. U. S. Steel is the price
leader for the steel industry; American Smelting & Refining for
custom-smelted metals; Standard Oil (NJ) for crude oil.

During the postwar decade there has been a rapid flowering of the
joint company, or partial merger. It is part of the tradition of Ameri-
can politics for Congressmen and Department of Justice officials to
periodically cry alarm over outright mergers. But these partial mergers
have not yet been subjected to such attacks. Indeed, they are en-
couraged in various ways by the government. Over 100, usually involv-
ing two or more corporate giants, have been reported during the
past decade.

The joint company has certain advantages over the outright merger
for big business. It permits the use of the combined financial and
industrial weight of two groups in strategic directions, while retaining
their basic control systems intact. The joint companies, without small
stockholders, do not have to publish or submit to government agencies
detailed financial reports, and can, therefore, operate with a maximum
of secrecy. Through manipulation of intercorporate transactions, taxa-
tion can be reduced. The insiders can extract more liberal profits of
control.

The oil industry, with its particularly advanced monopoly status,
has been an outstanding user of the joint company system. Domesti-
cally, this applies mainly to certain pipelines, special purpose refineries,
and sharcouts of particular crude oil properties. Abroad, these coali-
tions characterize the entire industry, especially in the newer pro-
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duction fields. All of the Asian properties of U.S. companies are
operated through joint companies.

Not all joint companies are formed by concerns in a single industry.
It is significant of the trend towards increased use of this device that
the new synthetic rubber industry in the United States is owned about
40% by joint companies, mainly of giants in oil, tires, and chemicals.

General Motors, du Pont, and Standard Oil (NJ) engaged in
gasoline chemical research, developing different processes. They
pooled their information and processes in the Ethyl Corp., owned
509% by General Motors and 509 by Standard Oil, which enjoyed
the monopoly of marketing the tetraethyl lead compound produced
by du Pont and used by almost all gasoline companies. Since the
patents expired in 1947, there has been a rearrangement of functions,
but a continuation of an exclusive monopoly by the participants. While
the more than $20 million annual profits of Ethyl Corp. is but a small
part of the total profits of its owners, the monopoly weapon held over
all rival oil companies is worth many times more than $20 million
yearly to Standard Oil.

General Motors and Standard Oil are grandfathers, so to speak, of
yet another joint company, Ethyl-Dow Chemical Corp., which extracts
bromine from ocean water and sells the resulting compounds to the
Ethyl Corp. Ethyl’s partner in this enterprise is the Dow Chemical
Corp., which has grown five-fold in size since the end of World War
II, helped by a whole series of such coalitions with other major cor-
porations, including the Asahi Chemical combine in Japan.

Metals companies also engage extensively in these ventures.

.Kennecott Copper, besides having agreements for smelting of much

?f its ores by American Smelting & Refining, has two subsidiaries
In common with the latter. It owns two-thirds of Quebec Iron &
Titanium, for production of the newly important titanium ore, with
New Jerscy Zinc owning the other third. It owns extensive mining
properties in Africa in a fifty-fifty partnership with British interests in
Kennecott-Anglovaal Exploration Corp. It has spread into aluminum
less directly, through a minority stock ownership in Kaiser Aluminum
& Chemical.

The railroad industry is an old scene of joint companies which
Operate railroad terminals and lesser railroads. The government in
1940 filed an anti-trust suit against Pullman Inc., monopolist of the
Manufacture and operation of railroad sleeping cars. The suit was
ﬁné_llly settled by Supreme Court decree seven years later, in a way
Which the Justice Department charged would merely substitute a
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“more powerful monopoly.”* Under the terms of the decree, the
Pullman Co., a subsidiary which operated the sleeping cars, was sold
to a syndicate of 57 railroad companies, and became in effect a joint
company of all the leading railroads in the country.

Important joint companies have appeared in the electric power
industry also, in coninection with the huge electric power consumption
of the Atomic Energy Commission for production of atomic weapons.
Two of these, Electric Energy, Inc., and Ohio Valley Electric Co., Inc,,
are among the largest producers in the country.

Joint companies in banking include such special-purpose corpora-
tions as the five-bank American Overseas Finance Corp., for export
credits, and the Discount Corp. of New York, owned by the leading
Wall Street banks, which acts as a distribution and trading center
for government bonds and other types of banking paper. These
companies do not play a major role in financial affairs. However, the
entire financial business of the country is organized on the basis of
syndicates. Almost every really important credit is advanced, not by
a single bank or insurance company, but by a group or syndicate of
these institutions. Similarly, the distribution of sizeable blocks of
securities is invariably through a syndicate of investment bankers.
Actually the country’s central banking system, the Federal Reserve
Banks, are nothing but joint companies owned by the commercial
banks. These central institutions rediscount loans, issue money, re-
distribute and regulate reserves. Thereby the banks have a series of
joint companies, in turn controlled through the Federal Reserve Board,
which constitute a single central cartel for the entire banking industry.
Of course, despite the formal protections for smaller banks and for
industry, and despite the formal role of the Federal Government in
the Board, the dominant Wall Street banks essentially control the
entire system.

PUBLIC UTILITY HOLDING COMPANIES

During the 1920’s and 30’s the public utility holding companies
were often regarded as the acme of monopolistic organization. The
high point of New Deal anti-monopoly efforts was the legislative
attack on these structures. Recent events have dramatized the fact that
this method of monopoly growth has not been abandoned, but is also
carried forward, although still with certain disguises.

The battle against the power trust has been the most persistently
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fought by foes of monopoly over many decades, and there have been
significant partial victories. The Public Utility Holding Company Act
of 1935 called for the cutting off of intimate ties between the great
banks and the power companies. It ordered simplification of the crazy-
quilt utility empires which covered the country, extracting enormous
profits which nobody could trace through the maze of holding com-
panies, superholding companies, and affiliated “service” companies.
Most dramatic of all, it decreced a “death sentence” for the top
“grandfather” and “great-grandfather” holding companies which stood
astride the power pyramid.

This law was associated with other New Deal legislation which
most directly affected the coffers of Wall Street. The Tennessee Valley
Authority established a new kind of public power project, as part of
a broad regional development scheme. The Rural Electrification
Administration provided for cooperative supply of power to farmers.

In this complex of legislation, then, the financiers foresaw the threat
of a broader movement for the nationalization of big finance and big
industry, of a basic attack on their entire position.

Serious critics of state aid to monopoly regard the Holding Company
Act as the shining example of successful legislation to curb the trusts
—see for example Adams and Gray.”® It is all the more important,
therefore, to examine the effectiveness of this law in some detail, as
a clue to what is needed for a really successful approach to ant-

monopoly legislation.

Actually, the fight to nullify this Act began with its passage, and

* became the most bitterly fought economic policy issue of the New

Deal period. Wendell Willkie, the Morgan utility lawyer who spear-

'.bcaded the battle in the courts and in public speeches, became the
~hero of Wall Street, which chose him as Republican presidential

¢andidate in 1940.
"~ Seemingly these efforts succeeded only in delaying the impact of

-the law. Court cases were decided in its favor over a period of years

ending in 1946. Finally, in 1947, twelve years after passage the breakup
of the top holding companies was actually begun.

~ Actually, this delay was all that was needed. For great changes
ad occurred in those twelve years. The trend had turned from
‘Progress to reaction. The enforcement agency, the Securities and

“_EXChange Commission, could hardly be considered New Deal in out-
l’301‘: by 1947. Inadequacies in the law made effective enforcement

difficult in any case. The methods used in practice permitted the most

$5.
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convenient adaptation of operations to the new forms, without any
change in substance.

Most of the large utilities within the holding systems were “divested”
by distributing their shares by gift or sale to the stockholders in the
holding company. Thereby, the group in former control of the whole
succeeded automatically to control of each major piece.

There were a few exceptions. Commonwealth & Southern was
forced to selt one of its units to the government-operated TVA. Some
units were transferred from one financial clique to another, either by
direct sale or by “sale to the public,” which for this purpose consists
of the major groups able to buy up large blocks of shares.

RETENTION OF THE MORGAN UTILITY EMPIRE

The two largest holding company groups were the United Corp.
and Electric Bond & Share. Between them they controlled over one-
third of the commercial electric power in the country. The House of
Morgan directly organized the former in 1929, and was most promi-
nent in the alliance controlling the latter.

Analysis of what really happened to these empires shows that
“reports of their demise were premature.” The main segments re-
mained under the same control, the total scale of operations was
increased, and the devices for centralized monopoly administration
were strengthened.

The successor companies of United Corp. and Electric Bond & Share
include eleven of the 100 largest non-financial corporations in the
United States, and numercus smaller units. The major components
include eight of the 14 largest domestic electric power companies, the
largest U.S. owner of foreign electric properties, and two of the
largest domestic gas companies. These eleven alone had, by 1954,
combined assets exceeding by almost 50% the entire prewar assets of

the two top holding companies.

Morgan-associated financial institutions continue to hold the largest
blocks of shares, and management remains in the hands of the same
individuals as in the former United Corp. subsidiaries. Financial re-
lations continue with Morgan investment banking companies, and
legal relations with Morgan law firms. Electric Bond & Share con-
tinues to act, in most respects, as an effective superholding corporation
for the units which had been formally under its control, as well as
many other power companies through the country (see Appendix 5
for details). Ebasco Services, the engineering subsidiary of Electric
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Bond & Share, has almost doubled its sphere of operations, and in the
11-year Reriod 1942-53 engineered over one-fifth of the private power
capacity 1ns%te(1éled. I\lTex; to the U.S. Government it is the largest single
customer of General Electric » Whi i I
ol & Share Corp., which prior to 1924 directly owned

During the New Deal period the people obtained real relief from
power trust depredations. TVA and other government and cooperative
projects supplied cheap power to millions. Public Service Commissions
fearful of popular sentiment, cut power rates. The profit rate f01:
public utilities temporarily declined, even while it was rising in most
other major industries. But in the reactionary postwar atmosphere
power rates were increased again, and with them the profits of thc’
power trust. A fresh attack has been launched on public and coopera-
tive power, with the aggressive and politically-powerful Rockefeller
interests leading the way and prying into the Morgan utility empire
in the process.

THE DIXON-YATES SCANDAL

This attack reached a high point in the Dixon-Yates scandal of the
ﬁrst Eisenhower Administration. The Atomic Energy Commission
signed a contract with two holding companies of the United Corp.
and I:?lcctric Bond & Share groups to construct a power plant to supply
electricity to one of the atomic materials plants, and to the city of
Memphis. This was in an area normally served by the TVA, and that
agency’s budget was cut to eliminate it from the scene. Edgar H.
Dixon and Eugene A. Yates were the chief executives of the two
companies involved.

A Senate Committee investigated the deal and found:

.'{'1.18 iflﬂu_ence of _]arge banks, insurance companies, and other Wall Street finan-
:lhi m:?tltu?ons behu;.d the two-pronged drive to eliminate competition and extend
¢ grip of monopoly over the country’s electric power business is suggested b
evidence of the following: d s
su;(xlzzh];’g'e Dixon and Yates combination . . . points to the possibility that new
olding companies are coming into being which will accentuat

problems in the industry. . . . ® e monopoly
Wigl)' A comr.nunit.y of great banks, insurance companies, and investment trusts,
and (lll_ltcrlockl_ng <.ilrectorates among themselves, is shown with large stockholder
director ties into both Electric Bond & Share Co., sole owner of Ebasco
ices, Inc., and Middle South Utilities, with Ebasco Services rendering a wide

range Of . - .
... services . . . in 2 manner suggesting that it represents holdin -
Pany contro} 15 e g g
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Further evidence was adduced showing how the control group
extracted special profits of control by “milking” the operating com-
panies, and interfered in the state and local politics of the areas served.

Because of changes in the financial and political balance of power—
discussed in following chapters—the utility trust turned mainly to
Rockefeller-influenced institutions to put over the deal. The First
Boston Corp. was financial advisor to the Dixon-Yates syndicate, while
its law firm, Sullivan & Cromwell, represented the syndicate through-
out. First Boston placed one of its directors, Adolphe Wenzell, in the
Budget Bureau to draft the Dixon-Yates project, revealing in his
memoranda the ultimate objective of completely liquidating TVA.
The Rockefeller financial man, Lewis L. Strauss, as Chairman of the
Atomic Energy Commission, pushed through the Dixon-Yates contract
over the opposition of the majority of the Commissioners. And
Attorney-General Brownell, political agent of the Dewey-Aldrich
machine, sent FBI agents to “investigate” the City of Memphis which
opposed the deal. Other government official accomplices were Budget
Directors Joseph Dodge (Detroit Trust Co.) and Rowland Hughes
(First National City Bank), and SEC Chairman Ralph Demmler, a
partner in the Mellon law firm, Reed, Smith, Shaw & McClay.

With such connections, it is no wonder that Senator Estes Kefauver
said: “In the Teapot Dome (oil scandal of the 1920’s), they had to
bribe some public officials in order to get some of the oil company
representatives into the government. In this case they did not have
to bribe any government officials. They were invited in and welcomed
with open arms.”*’

Actually, there was an unseen payment, not to the government
officials personally, but to the dominant interest group they repre-
sented. The financing of the Dixon-Yates syndicate was entrusted not
to the House of Morgan, traditional financial power in the constituent
companies, but to the Metropolitan Life Insurance Co. and the Chase
Manhattan Bank, leading Rockefeller financial institutions.

Despite its impressive array of forces, Wall Street overreached itself
in the Dixon-Yates syndicate. It underestimated the popular ant-
monopoly trends in the United States, which rose to the occasion
despite the then prevalent atmosphere of McCarthyism and political
repression. :

Tennessee politicians and businessmen who had benefited from
TVA, secondary utility financiers seeking a niche in the monopolized
network, and Democratic Party politicians seeking political ammuni-
tion for use against the Republicans, joined in a broad exposé which
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create:d_the most important scandal of the scandal-ridden Eisenhower
Admlms'tratlon. Ultimately, in 1955, under pressure of this exposé
the President was forced to cancel the Dixon-Yates contract, P
‘But the power trust offensive continued on other fronts, and not
without victories, as in the case of the Hells Canyon I;roject in
Orcgqn, where waterpower resources were turned over to another
Electric Bond & Share unit, the Idaho Power Co., against the protests
of the local population that demanded public development., ’
.':['he mqral is clear: anti-monopoly legislation cannot hope for de-
cisive, lasting success so long as it stops with partial measures. In the
long run, nothing less than the ending of private ownership and
control of the key industrial and financial concentrates can prevail
over the manifold devices of the financial oligarchy. ’



Part Two: The Empires

CHAPTER VIiI

The Eight Major Groups

EarLIER WE EXAMINED the “spider web” of financial institutions at the
nerve center of the American economy, and the anatomy of their
control over industry. Some writers have presented this too simply, as
virtually a single integrated unit (e.g. Lewis Corey, The House of
Morgan). Others—the apologists—use the complexity of relationships
to obscure their existence. The real truth is that a definite financial
structure does exist, but not as a single unit.

The economy is clustered around several major empires and a
number of minor duchies. The boundaries are shifting, and indistinct,
with many border provinces under divided rule. The prewar study
of the National Resources Committee, Structure of the American
Economy, identified cight of these empires, or interest groups. These
included 62% of all the assets of the 250 decisive corporations in
America.* This work underestimated the scope of the empires, because
it omitted lesser companies and those with divided control. Rochester’s
Rulers of America analyzed in greater detail, and with more regard
for the complexities and interrelationships, the Morgan, Rockefeller,
and Mellon interest groups, but gave little attention to the remainder.

Here we consider the principal financial empires in' a more complex
frame of analysis than the prewar studies. The newer evidence of
large stockholdings is used to provide a more complete picture of the
structure of corporate control. Particular attention is paid to the
changes in the spheres of influence of the different power centers.

The positicns of Wall Street financial empires are far from static,
and in some ways can be compared with the rise and fall of national
empires. Nobody would claim that the changes in imperial boundaries
foﬂowing World War I meant the end of the colonial system. How-
&ver, conservative writers wrongly interpret the shifts in power among
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American plutocrats to mean the end or at least the gradual demise of
monopoly capitalism. In recent years wide publicity has been given to
the findings of a book called suggestively enough, Big Enterprise in a
Competitive System, sponsored by the Brookings Institution and
written by Mr. A. D. H. Kaplan. What was the main fact used to
justify this title? Of the 100 largest industrial corporations in 1909,
only 36 were among the 100 largest 40 years later.”

In reality this has nothing to do with the monopoly features of
capitalism. The present 100 corporations have more combined economic
weight than those of 1909. Monopolistic practices have been intensified,
and concentration of capital has become more pronounced, as shown
in Part One.

But Kaplan’s findings do signify the very real, very intense com-
petition that prevails within the upper reaches of finance and industry.
Monopoly power directed against the public, combined with com-
petition for a larger share of the spoils of monopoly, are joint features
of our present-day economy. The kinds of competition include rivalry
between industries, reshuffling of cartel quotas, competition for acqui-
sition of weaker companies, for raw material sources, for access to
financing, for government contracts, for control of great corporations.

Realistic analysis must study this rivalry. Here we examine the most
far-reaching aspect, the changes in power and position of the super-
empires of the oligarchy—the rise of some and the decline of others,
the breaking of old alliances and the building of new ones, the causes
and consequences of these changes.

THE EIGHT INTEREST GROUPS

Chart II indicates the unequal rates of growth of the eight major
interest groups identified by the National Resources Committee. It
shows the percentage change in profits between 1929 and 1955 of the
principal companies controlled by each group. (The companies are
listed in Appendix 6.)

Four of the groups—Mellon, du Pont, Rockefeller, and Cleveland—
enjoyed very rapid gains of from 325% to 385%. The Chicago
financiers and the Morgans had more moderate profit increases, 144%
and 1319 respectively. The two others showed either a small rise
(Boston) or a slight decline (Kuhn, Loeb).

The chart shows only part of the differentiation which has actually
taken place, because it is limited to identical corporations in both
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years. Control of other major companies has shifted from one group
to another. Usually the shifts have been such as to accentuate the
variations shown in the chart. Thus the total picture would show a
more drastic weakening of some groups (e.g, Kuhn, Loeb), and a
more dramatic growth of others (e.g Rockefeller).

Underlying the changes shown in the chart are features of the
uneven development of economic life. These include the growing pre-
dominance of heavy industry over light (the other groups at the
expense of Chicago and Boston), substitution of autos and aircraft
for railroads (du Pont at the expense of Kuhn, Loeb), and the increas-
ing economic weight of oil, aluminum and chemicals (Rockefeller,
Mellon and du Pont). The changes also encompass the results of
rivalry within a specific industry (e.g. the gains of the Cleveland-
controlled steel companies at the expense of Morgan-controlled U.S.
Steel).

While the distribution of profits changes, the share divided among
the great empires iNCreases. The two bars at the right of Chart II
illustrate this partially. They show that the combined profits of the
leading corporations of the eight groups taken together increased
23895, as compared with 160% for all U.S. corporations.

A full understanding requires knowledge of the relative sizes of
different economic kingdoms, as well as their rates of growth. A rough
measure of size is contained in Table 17, listing the assets within
the area of control or major influence of each of the eight interest
groups. The companics :ncluded are listed in the appendices.

TasLe 17. SIZE OF EIGHT MAJOR INTEREST GROUPS
BY ASSETS CONTROLLED, 1955

(millions)
Manu-
Chapter facturing ~ Transport
Interest Group Discussed & Mining® & Usility ~ Financial Total
Morgan Vi $12,550 $16,495 $36,261 $65,306
Rockefeller X 17,303 9,083 35,023 61,409
First National City Bank X 2,682 2,394 8,107 13,183
du Pont X1 9,366 0 6,655 16,021
Mellon XI 8,040 252 2,208 10,500
Cleveland X1 5,127 5,383 5,154 15,664
Chicago XI1 9,564 2,914 9,527 22,005
Bank of America XIII 1,218 57 13,127 14,402

$65,850 $36,578 §116,062  $218,49Y

@ Includes some trading companies.

Sourck: See Appendices 8-15.
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The eight groups shown are not identical with the eight of the
National Resources Committee. Two of the prewar groups, Kuhn
Loeb and Boston, can no longer be considered major, largely indej
pendent, centers of financial power (see Chapters X and XI). But
two new groups, not included in the prewar analyses, are now added.
One is the First National City Bank, which should have been regarded
as major before World War II as well. The other is the Bank of
America group, of the California magnates, which has expanded so
in size and scope as to bring it up to the leading ranks.

Many companies have been reclassified since publication of the pre-
war volumes that have been mentioned. This is because control centers
have shifted in some cases, and because additional data now available
make possible a more accurate appraisal. Also, for the latter reason,
a larger number of companies are included in this tabulation than in
the prewar studies, although some are omitted because available in-
formation does not clearly establish their current prime affiliation.

These figures cannot be regarded as an exect index of power. In
the first place, the statistics are incomplete, omitting companies for
which insufficient information is available and those where control is

~ divided among several groups. Secondly, assets of different kinds of

corporations are not comparable. In general, a million dollars of assets
of a manufacturing or mining company yields two or three times as

‘ much profits as a million dollars of assets of transport and udlity

companies, and five to ten times as much profits as a million doilars
of financial assets. On the other hand, a clique with large financial
“assets is able to exert a considerable influence even on the industrial
_‘;?ompanies belonging to others, and thus obtain through its minority
“investments a share in their profits.

However, the totals shown have significance as a measure of overall
“power. At the same time, the manufacturing and mining figures have

‘a special meaning in terms of profits and of the possibilities for growth.
The combined assets of the eight groups, as now defined, came to

4218 billion in 1954. That is more than one-fourth of the total resources

bf all c‘orporations. However, their combined share of total corporate
,;Pﬁ::ﬁts is much larger. And their combined economic influence signi-
7 almost complete domination of the basic economy.

As can be seen, the Morgans and Rockefellers still stand out as the

':‘f:gﬁnt empires of America, with $127 billion of assets between them.

The Chicago group, with its $22 billion of total assets, leads among
he lesser kingdoms.
Considering only manufacturing and mining assets, with their high
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profit yield, the division is different. Here the Rockefellers have a
definite advantage over the Morgans. And the gap between the two
leaders and certain other groups—Chicago, du Pont, and Mellon—is
narrowed.

THE DUUMVIRATE

Fifty years ago John Moody charted the domination of monopolized
industry by two leading groups of financiers, the Morgans and the
Rockefellers.?

They have ruled high finance ever since, and have extended their
domain over more and more of the American economy, as it in turn
has grown, and have also enlarged their positions abroad.

Other oligarchies which have arisen remain subordinate to the
duumvirate in size, industrial scope, and degree of independence. In
particular, they lack the vast financial resources of the Morgans and
the Rockefellers. They must often turn to these top interests for
financing at crucial points, and in return yield a degree of partici-
pation in control.

The Morgans and Rockefellers were obvious opponents in battles for
control of the steel industry and of the railroads to the Northwest at
the turn of the century. Subsequently their rivalry has been mainly
beneath the surface, consisting of the manipulation of investments and
the quiet building of power positions in industry and government.
It also appears in squabbles between corporations of the two groups. In
public fights for corporate control, they have not becn so directly
opposed, and have sometimes joined forces against common rivals
in industry and politics.

Analysts of monopoly, observing the surface harmony and the
growing concentration of capital, have sometimes thought that this
trend would end in a single great supertrust embracing the economy
of the whole country. In 1904 Moody wrote of the Morgans and
Rockefellers: “it will be only a matter of a brief period when one
will be more or less completely absorbed by the other, and a grand
close alliance will be the natural outcome of conditions which, so far
as human foresight can see, can logically have no other result.”*
Sixteen years later he wrote that this merger had already taken place.’

While Moody was expressing his theory of a single superempire
within the United States, European experts, notably Hobson and
Kautsky, wrote of a coming international union of finance capital that
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would peacefully rule the entire world. The first World War shattered
their theory.

Similarly, within the United States unequal growth of particular
industries and companies prevents a super-merger of all, and leads
instead to the adjustments in the areas of rival financial domains noted
previously and more precisely examined later.

Thus the capitals of the Morgan and Rockefeller empires remain
distinct. The Rockefellers have no voice in J. P. Morgan & Co., nor
in US. Steel, the Morgans no voice in Chase Manhattan Bank, and
but a secondary position in the Standard Oil companies.

Yet the spheres of influence overlap at many points. Morgan Stanley
is investment banker for most Standard Oil companies. And the First
Boston Corp. is investment advisor for Morgan’s New York Life
Insurance Co. The two groups work together for common ends in
many of the corporations in which both have substantial interests.
Here the balance of power sometimes changes, as in the case of AT&T
(Chapter V). Such shifts, and the separation of the basic property
holdings of the two groups, necessarily invoive continuing conflict,
however that may be hidden from the public view.

A parallel might be drawn with the Anglo-American alliance. The
two countries, besides their formal alliance in NATO, work together
in advancing the general interests of empire in its modern guise. But
the shifting balance of power between the two allies leads to frequent
conflicts, which in this case sometimes appear openly. And the central
areas of control of Britain and America, industrially and geographi-
cally, remain distinct, even though the boundaries of their spheres of
influence change with the shifts in power.

Of course, this parallel is very rough and partial. But it is valid
an_d significant to treat separately the Morgan and Rockefeller empires
within the United States, as it is to treat separately the British and
American world spheres of influence.

The Morgans were more powerful than the Rockefellers during
most of the present century. During the period 1940-55, however, there
was a definite change. The relative position of the Morgans has
declined, that of the Rockefellers has increased. Economically this shift
has been associated with the burgeoning of the oil cartel to un-
f:hallenged dominance as the largest, most ubiquitous source of profits
in the world. Politically it has been associated with the emergence of
the US. Government as the most militarized and geographically
cxpanded power of the new and disguised forms of colonial empire.
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The shift, however, has been relative. The Morgans and their
associates are wealthier and control more assets and profits than ever
before. They have more influence in government than during the late
19305, although less than at some earlier periods. But they have lost
some specific positions of supremacy and their predominance over the
Rockefellers has narrowed and disappeared.

It is certainly absurd to speak of the vanishing of the Morgan power,
as some do. Indeed, there are significant signs of a developing attempt
by the Morgan interests to restore their previous leadership, or at least
to maintain their present rough parity with the Rockefellers.

More generally, the balance of power among the vested interests is
always in process of change or adjustment. Economic and political
developments not yet visible could restore Morgan dominance, or lead
to clearcut Rockefeller mastery, or result in some new regroupment
of the highest financial circles.

OIL VERSUS STEEL

The basic reason for the shift in relative economic power from the
Morgans toward the Rockefellers has been the change in the industrial
structure of the country. Morgan supremacy in the present century
was closely associated with its organization in 1901, and its subsequent
control of the US. Steel Corp. This not only brought great profits
to Morgan clients, but helped assure leadership to Morgan-backed
enterprises in all of the heavy steel-using industries. Their domination
of US. Steel remains (see Appendix 7), but this company is no longer
the pace-setter of American industry.

As steel has been the untouchable core of the Morgan power, so
oil has been for the Rockefellers. And what has happened is that oil
surpassed steel in scope. Between 1901 and 1953 production of steel
increased seven and one-half times while production of oil increased
34 times. In 1909 steel companies accounted for 30.89% of the assets of
the 100 largest industrial companies; oil companies for 7.4%. Forty
years later (in 1948 to be exact) these proportions were almost re-
versed, oil having 28.89% and steel 11.9% of the assets of the 100
largest companies.’

As of 1954 the 53 largest manufacturing corporations included 14
oil companies with combined assets of $23 billion, eight steel companies
with assets of $9 billion, three auto companies with assets of $8 billion,
and six chemical companies with assets of $5.5 billion.”

The giant oil companies had more assets than the combined total of
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the next three largest industries. The distribution of profits was more
or less similar.

As a result of this industrial change, the Rockefeller interests now
control about as much profits and funds for investments as the Morgan
and allied interests.

EVIDENCE OF SHIFT IN POWER

The ending of unchallenged Morgan financial supremacy is the
surest proof that the cause cited has had a major effect. In investment
banking, the Rockefeller-Boston-Mellon controlled First Boston Corp.
rose to approach parity with Morgan Stanley & Co. (Chapter 1V).

The shift in commercial banking standing has been more dramatic,
as shown in Table 18.

TasLe 18. RESOURCES OF MAIN MORGAN AND ROCKEFELLER BANKS AND
FIRST NATIONAL CITY BANK, 1929 AND 1955

(year end figures in millions)

Bank 1929 1955
MoORGAN BANKS:

J. P. Morgan & Co. $600e $975
First National Bank of N. Y. 568 merged
Guaranty Trust Co. 2,017 3,191
Bankers Trust Co. 818 2,785
Total $4,003 $6,951
ROCKREFELLER BANKS:
Equitable Trust 1,014 merged
Chase Manhattan Bank b 7,509
First NationaL Crry Bank 2,206¢ 7,201
% Fstimated.  ® Then controlled by other interests. € National City Bank in 1929.

Source: Compiled from financial manuals.

In 1929 the combined resources of the four main Morgan banks
totalled $4 billion, four times the resources of the principal Rockefeller
bank and almost double the resources of the National City Bank, the
other major bank not tied decisively to either of the two super-groups.
In 1955 the three Morgan banks still in existence had combined
resources of just under $7 billion. Both the Rockefeller bank and the
First National City Bank had well over $7 billion each.

The percentage increase in Morgan banking resources scarcely ex-
ceeded that required to compensate for the formal devaluation of the
dollar during the 1930’s. It fell considerably short of the increase in
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the total banking resources of the country, which rose to two and
one-half times the 1929 figure. Meanwhile the Chase Manhattan and
First National City Banks, through mergers and establishment of
additional branches, increased their resources more rapidly than the
national average.

Personal trust assets of the Chase Manhattan Bank and certain
closely allied institutions now exceed somewhat the corresponding total
for the Morgan interests.

There has been a similar shift in control of life insurance assets.
Around 1910 the three largest life insurance companies were all under
Morgan control. Twenty years later, as a result of changes in control
and in the relative sizes of individual companies, the Rockefeller
position was quite important, although the Morgan-controlled assets
were still larger. Since 1940, the Rockefeller-dominated Equitable Life
has surpassed in size the Morgan-led New York Life, while the
Mutual Life Insurance Co., one of the original Morgan “Big Three,”
has fallen considerably in rank. At the end of 1955 the Rockefeller
interests predominated in the first, third and eighth largest life in-
surance companies, with $25 billion assets, while Morgan interests led
in the second, fourth, and ninth largest, and some smaller companies,
with combined assets of $24 billion.

All in all, an approximate parity in financial resources has been
established between the two groups.

A corresponding shift has taken place in the volume of industrial
assets and profits. On the eve of World War 1I, the National Resources
Committee classified five of the ten largest non-financial corporations
as under Morgan control, one under Rockefeller control. Of the ten
largest now, only one is definitely under Morgan control, three are
under Rockefeller control, and one is jointly controlled (Table 19).

While the ten largest have a special significance, they do not tell
the whole story. As shown in Table 17, the Rockefellers control $17.3
billion of manufacturing and mining companies, as compared with
$12.6 billion in the Morgan camp. Against this, the Morgans still lead
in utility and transport assets, with $16.5 billion compared with $9.1
billion for the Rockefellers. Moreover, the Morgan power is measured
not only by those companies within its area of direct domination, but
also by its wider ranging sphere of partial influence. For example,
while General Motors is controlled by the du Ponts, and so classified
in the table, the Morgans have an intimate participation in its direction.
Rockefeller power also reaches beyond the group’s control boundaries,
but less extensively.
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TasLe 19. LEADING FINANCIAL INTERESTS IN TEN LARGEST
NON-FINANCIAL CORPORATIONS, 1935 AND 1955

1935 1955
Company Leading Group Company Leading Group

Amer. Tel. & Tel. Morgan Amer. Tel. & Tel. Morgan-Rockefeller
Standard Oil (NJ]) Rockefeller Standard Oil (NJ) Rockefeller
Pennsylvama RR. Kuhn, Loeb General Motors du Pont
U.S. Steel Morgan U.S. Steel Morgan
Southern Pacific Kuhn, Locb Pennsylvania RR. ——
New York Central Morgan New York Central Cleveland
Consolid. Edison Morgan Socony-Mobil Oil Rockefeller
General Motors du Pont Standard Oil. (Ind.)  Rockefeller
Commonwealth &

Southern Morgan Southern Pacific —

Baltimore & Ohio — Gulf Oil Mellon

Sources: 1935, U. S, National Resources Committee, Structure of the National Economy,
Part I, Appendix 13. 1955, see Appendices.

On the whole, the two halves of the duumvirate are about equal
in industry, as they are in finance.

This approximate parity represents a marked change from the pre-
war balance (Table 20).

TasLe 20. ASSETS CONTROLLED BY MORGAN AND ROCKEFELLER
GROUPS, 1931, 1935, AND 1955

(billions)
Morgan Rockefeller
1931 (Rochester) $43 $21.5
1935 {National Resources Comm., 30.2 6.6
250 large cos. only}
1955 65.3 61.4

Sources: 1931, Rulers of America, pp. 40, 56; 1935, Structure of American Economy,
Table II, p. 317; 1955, sce Table 17.

There are differences in method as between these tabulations. Miss
Rochester included within the Morgan empire all corporations with
a Morgan partner as a director. The 1955 tabulation omits those with
J. P. Morgan directors on their boards when other influences are
stronger, notably General Motors. The National Resources Committee
excluded insurance companies from its tabulation, and was more
restrictive with respect to the Rockefellers than to the Morgans: “The
Rockefeller group has been limited to companies about which there
can be very little argument.”®

Allowing for these qualifications, the Morgan empire was definitely
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larger than the Rockefeller empire before World War II, while now
they are close together.

JOINT POWER AND RIVALRY

The leading financier-industrialists, despite the different concentra-
tions of their investments and power, constitute the upper and
dominant circles of a single class, the owners of property, the capitalists.
They have the common interests of that class. As the manipulators
of the giants of industry and finance, they form a more or less cohesive
caste or super-class within the capitalist class—the “Power Elite,” or
financial oligarchy.

Members of the topmost families intermarry, mingling their re-
spective fortunes and investments. Thereby, and through the policy
of “diversification,” the investments of the plutocracy are spread over
a wide range of corporations. The Morgans lead in General Electric,
but the Chase Manhattan Bank also holds investments in GE. The
Mellons and Rockefellers have the largest voice in Westinghouse, but
Morgan clients also have a sizeable interest.

Thus, in varying degrees, there is a community of interest in almost
all of the great corporations. Among their owners there is harmony
in the common aim of extracting great profits from the labor of
millions of workers employed by these companies here and abroad;
in suppressing weaker capitalists while strengthening monopolistic
arrangements; in garnering armaments orders; in reducing their taxes
at the expense of the rest of the population; and in controlling the
government as a political instruments to these ends.

But the extent of mutual interest is limited, and alongside it there
is rivalry and a tendency to new divisions. Each group attempts to
establish an overwhelming and lasting domination for itself in im-
portant areas. The investments of the Rockefellers in Standard Oil, of
the Mellons in Alcoa, of Morgan clients in U.S. Steel, have remained
supreme for generations. The key banks are “closely held,” as the
expression goes in the financial world. Intermarriages have scarcely
modified these sharp distinctions in the control of the most strategi-
cally placed corporations.

The owners of General Electric do not want their secondary invest-
ments in Westinghouse to be wiped out, but they do try to increase
their company’s share of the market so that their total profits will
increase. In' 1954-55 the competition between the two became so acute
that the price-fixing arrangements for heavy electrical equipment broke
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down and there was a “White Sale” in multi-million-dollar power
plant installations.

Concentration of investments in specific industries also causes con-
flict. Aluminum is crucial for the Mellons, and competition between
that metal and steel involves rivalry between the Mellons and the
Morgans, despite the Mellons’ secondary interests in steel. Similarly,
the squabbles over importation of oil partly reflect rivalry between
the Rockefellers and the Morgans, who are powerful in coal.

Billions of new profits filling the coffers of the corporate rich
provide the wherewithal to enlarge their empires. And since the
principal areas are already divided, only limited expansion is possible
at the expense of minor grouplets or smaller family interests. Inevitably
—and increasingly, as the process of concentration goes further—the
major groups seek to expand by poaching on one another’s terrain.

Each great financial power devotes no little of its private intelligence
service to the task of guarding against stockbuying “raids” by rivals,
while seeking opportunities for similar forays of its own. If each
group increased its profits at an' equal rate, these attempts might cancel
one another out and be settled by compromises and a further mutual
merging of interests, as they often are in fact.

But as we have seen, uneven economic development, often rein-
forced by political advantages, creates the basis for the success of
certain of these challenges: for actual shifts in control of major cor-
porations. ‘The financial general with the largest army of new dollars,
either his own or controlled through alliance, usually wins the war.

So even those relationships which seem “permanent” can be
breached. The 40-year domination of AT&T by the Morgan interests
can be ended, and that group forced to share control with the Rocke-
fellers. The rising Cleveland group can take over the New York
Central. And that “Rock of Gibraltar” of Wall Street, the First
National Bank, can disappear from the scene.

Even within particular groups, breaches and new alliances arise.
During World War 1 the du Ponts quarreled among themselves.
One branch broke away and established its own minor duchy, now
worth a billion dollars, in Florida. John D. Rockefeller’s brother
William and the latter’s son sold a sizeable share of their Standard Oil
stocks and became, with the Stillmans, participants in the more or less
independent group around the National City Bank. .

Elements of rivalry, rather than merging of interest, predominate
especially between the Wall Street combines and those “regional”
intterests which were sufficiently powerful at the beginning of the
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present century to prevent their annexation by the main empires—
the Chicago group is the most conspicuous example. And new centers
of population and economic life encourage attempts by local capitalists
to rise to the topmost circles of finance, as in California.

Such rivalries lead also to political conflict. Each group strives for
the main posts in government, in order to grant itself the largest share
of public favors. Each supports policies conducive to the highest profits
of its chief corporations and industries. High tariffs are important to
one, harmful to another. All want to keep down labor costs, but while
government welfare expenditures mean only higher taxes to some, they
may signify added customers to others. Foreign bases and alliances
are of decisive importance to some, a matter of indifference to those
without investment opportunities in the area in question.

All of these tendencies towards conflict proceed alongside the
tendencies for merging of interest, for “unity” among the over-
privileged in all matters of policy. Historically, the “unity” has
appeared strongest in time of war, when the opportunities for profit
seem virtually unlimited for all of the monopoly groups, if not for
the smaller fry squeezed by shortages and government regulations.
The conflicts become most acute in times of crisis, when the economic
basis of the entire system is weakened, when some of the very great
fortunes receive near-shattering blows. On’ such occasions, the stronger,
more depression-proof, have never hesitated to bolster their own profits
at the expense of those most affected by the crisis.

This was especially pronounced in the crisis of the 1930’s, not only
because of its severity, but also because the actions of working people
forming unions and intervening in politics made it more difficult
than on earlier occasions to settle differences among the. “elite” at
their expense.

As the world-wide interests of Wall Street have expanded, and
become more vital to its entire profit position, and as a militarized
economy connected therewith has developed, the possibilities of di-
vision in the field of foreign and military policy have become much
greater. This becomes all the more valid as counterforces on a world
scale become stronger. Already it is impossible to carry out military
and diplomatic actions on a scale and with a force sufficient to advance
successfully all of the interests of all of the leading financial groups.
World and domestic pressures make it difficult to hand out arms
orders to all on a scale that each would desire. Today, and for some
time, differences among the powerful, expressed in conflicting public
statements of business “leaders,” and within the administration in
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power, have become noticeable and significant in their effect on
foreign and military policy.

Because conflicts among the high and mighty concern matters of
life and death importance to the millions of citizens, they are of real
moment to the whole population. As the public takes an increasingly
active part in these affairs—for it surely will—its interests, quite
different from those of Wall Street, will be more effectively advanced
with an understanding of conflicts within the oligarchy, and with the
pursuit of methods designed to take advantage of these conflicts.

With this in mind, the study of the major interest groups of high
finance, the boundaries of their respective empires, their particular
strong and weak points, their rivalries, becomes more than a mere
academic exercise.

At the same time, it must be kept in mind that the conflicts among
the powerful are limited, that they do constitute a ruling oligarchy
of a particular class in society, that their internecine battles are not
wars of mutual annihilation, that their policy quarrels will never be
resolved in the public interest so long as these issues are left as their
exclusive preserve. Only when there is the impact of powerful action
by other and antagonistic social forces, notably of labor, of farmers,
of national minorities, and within certain limits of small business, do
the divisions among the rulers become of value to the population as a
whole.



CHAPTER VIII

The Ebb of Morgan Power

Junius SpeNcER MoreaN was a wealthy American who, moving to
England, became head of the first British merchant banking house
engaged in the flotation of securities and organization of corporations.

His son, J. Pierpont Morgan, established a U.S. branch of the firm
during the 1860’s. This became the main channel through which
English capital poured into American railroads and other enterpriscs
during the rapid industrial development after the Civil War. Through
control of these funds, Morgan became the most powerful financier
of the railroads and government bond flotations.

Meanwhile, American capitalists accumulated great fortunes from
the rapidly growing industries.

HISTORICAL ROLE OF THE MORGANS

Morgan and his financial associates joined the streams of American
and European capital in organizing the trusts, linked with the banks,
which have dominated basic industry in the United States during the
present century. U.S. Steel, Genera] Electric, International Harvester,
and American Telephone and Telegraph were either organized by the
House of Morgan or brought under its sway. These companies repre-
sented more complete monopolies than the multi-unit cartels which
characterized modern capitalism in Europe.

With the profits from financing the trusts and from handling the
funds of European and American millionaries, Morgan and his asso-
ciates acquired control of leading banks and insurance companies,
thereby further centralizing the country’s capital.

Morgan promoted the “community of interest” principle, whereby
the wealthiest men tried to bury their conflicts for power and profit
by linking their properties in a complex network of interlocking
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directorates and stockholdings. More than any other, he organized the
agpider web” through which the financial oligarchy extends its in-
fQuence and extracts profits from every nock and cranny of the
economy-.

Morgan died in 1913. His firm continued, first as a partnership and
since 1940 as a corporation, the Morgan family retaining the decisive
share and acting personally in its affairs along with banking associates.
Its power is not based on the fortunes of a single family, but on those
of the many Morgan clients, combined by the banks.

J. P. Morgan & Co. has played an important part in the expansion
of U.S. economic power abroad, especially in Europe and the British
Empire. Linked with British and French capitalists, it became their
sole purchasing agent for American munitions in World War 1. The
Morgans and their industrial concerns derived huge profits from this
business. Also, they granted participations to other interests so that
decisive sections of big business obtained a vested interest in Anglo-
French victory, and hence in U.S. entry into the war .

‘Subsequently the House of Morgan organized the floating of loans
for the most important European governments, and led in arranging
for the revival of the German monopolies’ financial and military
power. Owen D. Young, head of General Electric, and J. P. Morgan,
Jr. personally, headed the committee which drew up the Young Plan,
the 1929 revised German reparations plan. Meanwhile, Morgan-
connected companies invested heavily in Europe, especially in Germany
and England.

The bank’s predominance in domestic finance was reinforced after
World War 1. The du Ponts, having become a major power through
wartime explosives manufacture, established a financial alliance with
the Morgans in the acquisition of General Motors. The Rockefellers
turned to them for assistance in raising capital to expand sufficiently
to keep pace with the new automotive demand for gasoline. The

organs organized the largest of the holding companies which arose
_durmg the 1920°s for control of the rapidly expanding electric power
industry,

During the late 1920's all really crucial decisions concerning the
€conomics of great companies, their merging, their survival or bank-
Tuptcy in times of strain, were “cleared with the Corner”—the Corner
being the nickname for the Morgan headquarters building at Broad
and Wall Streets.

This power was enhanced in times of financial crisis. In the panics

of 1893 and 1907 the Administrations in power turned to Morgan to

ster the weakened government credit by importation of European
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gold; he decreed which of the big banks and speculative combines
should have the financial fuel to survive and which should go under,
For these activities the “Corner” exacted a price. In 1907, for example,
the acquisition of the Tennessee Coal and Iron Corp. for U.S. Steel asplayzey heo 1EN Wl
was a prime consideration, and the “trust-buster” Theodore Roosevelt
agreed to it.
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crushed the “independent” capitalists. It gave backing and advice to

the anti-union campaigns of coal and steel magnates, notably in the
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Chart III shows the capital and major provinces in the Morgan
corporate empire. In the center is J. P. Morgan & Co,, flanked by its
main commercial banks, Guaranty Trust and Bankers Trust. Directly
above and below are the affiliated investment banking houses, in-
surance companies, investment trusts, law firms, and the associated
Philadelphia banks. (Further details in Appendices 3 and 8.}

Around the periphery appear 24 of the 100 largest non-financial
corporations in the country. The Morgans control some of these out-
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right, have a share in control of the others. In the latter cases, connect-
ing lines to the control partners are shown.

The chart includes the largest corporation in the country, AT&T,
the largest companies in steel, autos, copper, machinery, business equip-
ment, and paper, as well as important tire, oil, and chemical companies.
Two of the 19 large railroads, and 11 of the 19 largest electric and
gas companies, as well as the main corporation in the world-wide
telephone industry, are shown.

For simplicity, only a single line links the central Morgan banks
with each of these corporations. The totality of interlocking direc-
torates, financial and legal connections, and other ties which hold
together the Morgan empire is a complex skein that would require a
sheaf of charts for adequate presentation.

Moreover, the chart is limited to those very large corporations where
the Morgan influence is either leading or very important.

Among the 53 largest manufacturing and mining corporations, the
Morgans act as investment bankers for the following not shown on
the chart—Allied Chemical & Dye, American Tobacco, du Pont,
Eastman Kodak, Shell Oil, Socony-Mobil Oil, Standard Oil (Ind.)
and Standard Oil (NJ). They have interlocking directorates or act
as fiduciaries, or have other significant financial and legal ties with
almost every one of the 100 largest non-financial corporations.

These supplementary relationships do not involve Morgan control,
but rather the performance of particular services by the Morgans for
other financial groups, in return for a share in their profits and vary-
ing degees of secondary influence.

Beyond the largest corporations, Morgan control extends to at least
23 really important manufacturing and mining corporations, shown
in Appendix 7. Among these are American Can, Texas Gulf Sulphur,
Anderson, Clayton & Co. (cotton), Johns-Manville (asbestos and allied
building materials), Merck & Co. (drugs), and Coca Cola, each of
these being the largest corporation in its respective field. Also included
are major producers of textiles, food, coal, industrial chemicals, lead,
copper, brass, and railroad equipment.

Clearly, the Morgan empire embraces vital sections of basic industry,
as well as significant positions in light industry.

Representative Emanuel Celler of New York, leading postwar anti-
monopoly crusader in Congress, asked at a hearing on a list of
J. P. Morgan & Co. interlocking directorates: “Has there ever been
in the United States a company which through its directors has ever
wielded such great financial power?”

The witness, Securities and Exchange Commissioner Donald C.
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Cook, replied with the technician’s caution that one might “reason-
. assume that this company is outstanding in that regard.”

ably - -
CeuLEr: It leaves one almost breathless; does it not?
Coox: It is a little difficult to visualize 25% billion dollars. The roll of affilia-
tions, of course, includes many of the substantial preceminent companies, industrial
concerns, financial institutions, in the United States.!

Investigating Congressmen, from Pujo in 1913 to Celler in 1950,
have been left “breathless” by the scope of Morgan power. And rightly
so. But nonetheless, the positions now controlled by the Morgan group
are somewhat less far-reaching, and the connections within the empire
less secure, than before World War Il—even though its wealth has
grown and its power remains formidable. As shown in the previous
chapter, the scope of its empire is now challenged by that of another
group, the Rockefellers.

The most obvious sign of the ending of Morgan domination is its
loss of the role of recognized Wall Street leader and bellwether of
major policies.

In 1929, when the Morgans organized the United Corp., this was
prominently hailed in the press as the largest of the utility holding
companies. It is a long time since the Morgans have made front pages
with a major economic venture.

Mr. Charles Blyth of Blyth & Co. wrote in 1935, when the Morgans
reentered security underwriting: “Our main job is to get under the
covers and as close to them as is possible.”? And in 1937, the Morgans
collected from other Wall Street houses confidential data about their
finances “that we would not want to give to any other inquirer than
Morgan Stanley or the Federal Reserve Bank.”?

No longer do other investment bankers feel it necessary to cuddle
up to or clear their affairs with “The Corner.”

The Morgans had the leading role among U.S. bankers in the Bank
for International Settlements, which arose during the 1920’s. But they
have been definitely second to the Rockefellers in the still more im-
portant institution, the World Bank, established after World War II.
 The previous chapter examined the uneven development of different
lndu_st.ncs as a basic economic reason underlying such shifts in power.
Additional causes, economic and political, contributed to the trend.

WEAKENING OF FOREIGN CONNECTIONS

lc.r.A major facFor in the ebbing of Morgan supremacy has been the
Ense{led financial importance of West European countries, especially
gland and France. As noted above, the House of Morgan originated
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and rose to power as a link with English and other European bankers,
Later, the Morgan financial power extended to Western Europe,
Morgan, Grenfell & Co., one-third owned by J. P. Morgan & Co., is
one of the big five of British merchant banking, and interlocks with
leading British financial and industrial companies. All the foreign
branches of the three Morgan banks are in London, Paris, and Brussels.
The group’s industrial companies, such as General Electric and Inter-
national Business Machines, have their major foreign investments in
Western Europe.

These investments have increased, but not nearly as much as those
for the extraction of raw materials in the underdeveloped areas,
especially oil. So U.S. investments in Europe have declined relatively,
from 26% of total U.S. foreign investments in 1943 to 15% in 1954.¢
Correspondingly, the Rockefellers’ worldwide financial network is
now more powerful than the Morgans'.

World developments have similarly effected the strength of Morgan
control positions in domestic corporations. Long after American
industry became independent of foreign capital, British, Dutch, French
and Swiss investors retained and increased their shareholdings here
as good income-yielding investments. They no longer could control
many companies, but J. P. Morgan & Co., holding voting proxies for
their shares in many cases, obtained a significant lever for increasing
its power.

To this day French and Swiss banks and British insurance com-
panies operating in New York have especially close links with the
Morgan banks.*

In 1937 foreigners received 14.47% of the dividends paid on U.S.
Steel common stock.” The importance to the Morgan interests of
maintaining voting control over a substantial proportion of this is
obvious.

But during World War II, British and some other European
investors were forced to sell a large part of their U.S. sharcholdings
as a condition for establishment of the Lend-Lease system of muni-
tions supply. Foreign holdings of American stocks fell from 5%-7%
of the total value outstanding in 1937 to under 2% in 1954.°

¥ The American European Securities Co. is an investment trust owned by Credit Suisse,
one of the big two Swiss banks. Its president, Charles L. Munson, Jr., is the son of 2
member of the Executive Comunittee of Guaranty Trust, which acts as custodian fof
American European Securities Co. shares. E. L. Brickhouse, Secretary and Treasurer ©
American European Securities, is a Guaranty Trust vice president. The French American
Banking Corp., representing French interests, is similarly interlocked with Guaranty

Trust. The North British and Mercantile Insurance Group has a number of MoigaB
directors on its United States boards.
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One particular case where this evidently undermined Morgan con-
trol was AT&T. Between 1937 and 1950 the reported sharcholdings
of four large holders increased, while those of the Morgan banks, of
Dominick & Dominick, and of Brown Brothers Harriman & Co., all
declined. Sharcholdings of these last two banking kouseslare known
to represent to an unusual extent the properties of foreign bankers
gnd individuals* The uniformity of the declines can hardly be

coincidental.

WORLD WAR !l MILITARIZATION

Another weakness of the Morgan position was related to the per-
manent militarization of the economy since the start of World War IL
Through its positions in basic industry, the Morgan group was assured
then, as in World War 1, a sizable share of armament profits, even
though it lacked the World War I special position as exclusive pur-
chasing agent for European countries. But in World War I two new
industries emerged as the very centers of munitions activity—aircraft
and its raw material, aluminum. The Morgans were out of aluminum
because of its tight-knit control by the Mellon family. They were not
important in aircraft because, as a speculative, untried industry, they
had not been interested in it.

At the end of World War I, when the automobile industry “proved
itself,” the Morgan group was in a position to move in on a major
scale despite its previous aloofness to the financing of automotive
ventures. But it has not been able to do as well with the post World
War II aircraft industry, partly because government financing kept
the need for security flotations to a minimum.

However, the Morgans from the start fought for and maintained
a prominent position in the nuclear weapons industry, which may
Prove of considerable value to this group in the peaceful development
of atomic energy.

Other factors undermining the Morgan position have been the
marked gains of the Cleveland financial group in the steel industry
(Chapter XII), and the new system of alliances built by the Rocke-
fellers with the Mellon and Boston interests (Chapters X, XI).

*In A typical instance, Dominick & Dominick reported to the Securities and E:xchange
24:;';“3::: that of the 33.,335 'sharcs of Electric Bond & Share stock it held in 1952,

- es were for foreign clients. 5,973 of the 39,302 shares held by Brown Brothers

Afriman in the same stock were for foreign account. The Morgan banks do not report

Information.? A similar pattern appears for other positions of these houses. No such

m,de’Wn is supplied for their AT&T holdings, but there is no reason to believe that
I representations are less important here.
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POPULAR ANTAGONISM TOWARDS THE MORGANS

The prolonged economic crisis and depression of the 1930’s had
political consequences which hastened the weakening of the Morgan
position. The American people resented a system which doomed 10 to
15 million to unemployment, millions to starvation or near starvation,
and tens of millions to acute poverty for a decade. This resentment
was directed largely against Wall Street, and in particular against the
House of Morgan at its apex.

The Roosevelt Administration, responding to this upsurge, directed
the fire of anti-Wall Street publicity against the Morgans, and shaped
its legislation against the financial satraps and utility holding com-
panies to impinge most against the forms of control exercised by this
group. As they worked out, these measures permanently weakened
neither monopoly control of the economy nor the merger of financial
and industrial capital, but they provided openings for rivals to encroach
on the Morgan position in various areas. An example was the effect of
compulsory competitive bidding on the distribution of investment
banking business (Chapter IV).

In 1938 Richard Whitney, brother of a leading Morgan partner,
broker for the House of Morgan, and former president of the New
York Stock Exchange, was convicted as an embezzler. This tarnished
the Morgan reputation as the sound, conservative protector of the
investor’s interests, remaining scrupulously free from the speculative
“excesses” of weaker rivals. Also the revelations of systematic bribery
through “preferred lists,” whereby scores of industrial executives and
even government officials were paid off by Morgan gifts of stock
below market value, did not increase their popularity.

In the successful union organizing campaigns of the 1930’s, the basic
industrial workers of America repeatedly met with the ruthless anti-
union tactics of the giant corporations. More than ever before, millions
of workers became conscious of the name of Morgan standing behind
some of the most important of these corporations. Thus it was not
accidental that Wendell Willkie, the Morgan candidate for President
in 1940, was roundly booed by the Detroit auto workers in his election
campaign—although he was, if anything, less objectionable in his
labor policies than other Republican candidates of recent decades who
received a less hostile reception.

The attitude of the workers can no longer be ignored by the masters
of capital. It affects not only their labor relations policies, but even
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their financial actions. The wisdom of the Morgan industrial kingpin,
U.S. Steel, in signing with the CIO without a strike in 1937, was
certainly not unrelated to this political fact. The bloody atrocities
against the steel workers were carried out by the “Little Steel” com-
anies of the Cleveland financiers, some of whom were scon to appear
as “people’s champions” against the Morgan-Wall Street interests!

TACTICAL ERRORS

Finally, psychological factors and tactical mistakes contributed to the
Morgan loss of stature. An erroneous tendency persists in many
quarters to attribute primacy to these factors.

J. Pierpont Morgan was an outstandingly aggressive and ruthless
personality. His descendants were not. But this personality difference
obviously was not decisive, because the House of Morgan reached its
peak of power in the second generation, long after the death of its
founder. Moreover, the lack of aggressiveness displayed after 1940 was
not mainly psychological in origin. It was dictated by the popular
antagonism and political setbacks which compelled the Morgans to
“pull in their horns.”

Here, however, are particular “mistakes” that were made. The
Morgans were slower than other leading groups to adopt the newest
techniques for amassing the billions of middle class savings, particu-
larly through branch banking. Also, they appear to have underesti-
mated the possibilities of a prolonged militarized boom after World
War 11, and failed to conduct their economic affairs so as to take
maximum advantage of it.

MAJOR LOSSES IN CORPORATE CONTROL
AND CONNECTIONS

The huge Morgan empire, based on a degree of financial pre-
dominance which no longer existed, became a natural target for raids
by other interests. Vulnerable politically, the House of Morgan did
not dare to follow the old buccancering methods in the struggles for
corporate control which ensued.

Some of these losses took place without fanfare. Before World War
II Morgan directors were dropped from the Board of International
Harvester by the Chicago interests, and after the war from Pullman
Corp. by the Mellons. The Swiss interests controlling Celanese Corp.
of America (rayon) dropped the Morgans as their financial advisors,
turning exclusively to Dillon, Read & Co.
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Other losses invelved open conflict. The Morgans disagreed on
operating policies with Sewell Avery, the man they had placed in
charge of Montgomery Ward, second largest mail order house. Lack-
ing sufficient stock to oust Avery without a struggle, and not daring
to risk an open fight, the two Morgan directors resigned in 1948,
Control of the corporation passed to the Chicago financiers with whom
Avery had become associated.

Anocther fight for control of Montgomery Ward broke out in
1954-55 when the Wolfson interests sought to capture the company,
taking advantage of Avery’s mismanagement which had resulted in a
rapid decline in the company’s position. However, the large eastern
stockholders supported the Chicago group, which won the proxy fight.
The secret deals, if any, have not been revealed. But shortly after the
victory of the Chicago interests, they dropped the superannuated
Avery as chairman and early in 1956 brought a Morgan director back
to the Montgomery Ward board. This signifies restoration of a degree
of Morgan influence, but not the return of the prewar Morgan control.

Robert R. Young and his Cleveland financial associates have been
particularly successful in “raids” on “Morgan” companies, taking
full advantage of the ill-repute of the Morgan name and of Wall
Street. By 1941 the Morgans had lost control of a series of railroads
to the Young interests {Chapter XII). More serious was the loss of the
New York Central to Young in 1954.

Significantly, the politically weakened Morgan group dared not
reply with equal force to Young’s assault. Fortune commented that
J. P. Morgan:

- . . would have fulminated aloud and he would have put together personally a
syndicate to buy stock before his opponent could get his hands on it. Today’s
Morgan men did not even make gestures toward forming an informal syndi-
cate. ...

Why did Morgan not use its prestige? Perhaps the clamor about Wall Street
domination is too fresh in memory. “We don’t try to run other people’s business,”
Alexander* explains, “and there have been so many charges in the past that we
want to avoid the appearance of doing so.”’®

Moreover, the battle revealed the loss by the Morgans of that prestige
and power which had once conferred uncontested leadership in Wall
Street. Brokerage houses supporting Young no longer feared reprisals
for opposing or withholding support from the Morgans.

The New York Central had been a major customer of the First
National Bank. Its loss proved the death blow to that institution, which

* Henry Clay Alexander, president of J. P. Morgan & Co.
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had been losing prestige and business over a prolonged period. Early
in 1955 its stockholders sold out to the National City Bank. True, five
of the First National Bank directors were given posts on the merged
First National City Bank board. But these directorates did not carry
the weight of stock ownership. The National City Bank refused to
carry out the merger through an exchange of shares, and instead paid
off the First National owners in cash. Thus the most closely allied of
the Morgan banks, next to J. P. Morgan & Co. itself, disappeared
from the scene.*

The extinction of the First National Bank was a severe defeat for
the Morgan interests and the conservative policies which had prevailed
in most of its banks. The Journal of Commerce published a revealing
account of the final First National stockholders meeting. Many stock-
holders complained about the comparatively low price paid them for
their stock:

Replying, Alexander C. Nagle, First National president, made some unusual
statements and admissions. . . .

Mr. Nagle said directors had to be governed by the “bare facts” of earnings
ratios and the fact that the bank had less to sell than any other bank, except for
its famous name, and it could be sold only on terms acceptable to custemers and
the management; . . .

Then, said Mr. Nagle: “I think we have made a great mistake in not changing
long ago the policies and philosophies of the bank.”

The vote was announced and stockholders of the socalled Rock of Gibraltar of
Wall Street prepared quietly to go home.®

Indicating the new siccation, the First National City Bank adver-
tised that Mr. Floyd D. Frost, formerly of the First National Bank of
New York, is now a vice president of the First National City organ-
ization: “We feel he is a mighty good man to have in our corner.”®

The dual significance of this play on words** was certainly not lost
on the readers of the financial magazine where it appeared.

The directors and officers of the First National Bank, including
Mr. George F. Baker, Jr., not only moved their desks to the merged
institution, but took the great bulk of their business with them, despite
speculation that much of it might be switched to Morgan banks.
Baker himself, son of the original J. P. Morgan’s closest associate,

* The Baker family was the largest sharcholder in the First National Bank. Because of
the particularly close relations with the Bakers, the Morgan group was sometimes referred
to as the Morgan-Baker group.

_** The reference is (a) to prize-fighting terminology, wherein the fighter’s aides are in
his “corner” of the boxing ring, and (b) to the designation “The Corner” of the Morgan
cadquarters,
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was reported in the press to be enthusiastic about the new connection.
Thus an important banking family, through the decades “indissolubly”
linked with the Morgan interests, has now switched its connections to
another leading financial group, the National City.

MORGAN COMEBACK?

The ending of the Korean War in 1953 was succeeded by a race for
unprecedented expansion among the corporate giants. This involved
the search for every possible dollar of new capital, and many com-
panies turned to the elaborate Morgan financial network for aid.

The investment banking business of the Morgans in 1953-55 was the
highest for any three-year period, and in 1955 its leadership over all
other houses was more pronounced than in any previous year of the
postwar decade.

The Morgans took steps to build closer alliances with other financial
groups. A leading California industrialist, S. D. Bechtel, was placed
on the board to establish a more intimate connection with the rising
Far Western financiers. He was joined in 1956 by a New England
industrialist, Carl J. Gilbert of Gillette Corp., the brother of a late
Morgan partner. Also, early in 1956 the Morgans obtained for the
first time representation on the boards of Corn Products Refining, a
major company in the Rockefeller sphere of influence; Georgia-Pacific
Corp., a growing company leading in plywood; Rome Cable Corp.,
and other concerns. The return of Morgan influence to Montgomery
Ward was already noted.

The financial pages and big business journals began to publish
articles stressing the continued importance of the firm, and its adap-
tation to new conditions. All these might be signs of an attempted
Morgan comeback to financial leadership, based on a new stage in
world affairs following the liquidation of the Korean War, and inten-
sified financial centralization and maneuvering as the domestic boom
approached its climactic phase.

CHAPTER IX

The Rise of the Rockefellers

I regret to believe that there are times in business in these days
when men have felt themselves justified in making profits when
they were in a company. Personally I never would stand for it. I do
not belicve in it.

~—joun D. ROCKEFELLER, JR. in testimony before the
U.S. Senate Committee on Public Lands, 1928.

THE RocKEFELLER FaMILY first established a virtual monopoly of the
oil industry in the United States in the 1870’s. It has lasted for 85
years. No other monopoly has maintained its position so long, so
thoroughly, or so successfully as Standard Oil. Meanwhile petroleum
has become the largest and most profitable industry in the world.

DEVELOPMENT OF THE ROCKEFELLER FORTUNES

The Rockefellers created the Standard Qil trust in a series of battles
for the annihilation of all rivals, involving economic and political war-
fare with no holds barred. These were described in the classic History
of the Standard Oil Company by Ida Tarbell, the daughter of one of
the many independent refiners who were its victims. John D., the first,
epitomized the extinction of “independent,” “competitive” capitalism
through which monopoly became supreme. Tarbell wrote: “He was
awakening a terrible popular dread, and he would have foreseen that
one day, with the inevitable coming to light of his methods, there
would spring up about his name a crop of scorn which would choke
any crop of dollars and donations which the wealth of the earth could
produce.™

In 1899 the oil trust was reorganized as Standard Oil Company of
New Jersey. Life, which can scarcely be accused of hostility to the
Rockefeller interests, wrote: “The new set-up was established by
John D. Sr, after maneuvers so ruthless that they made him one of
the most hated men in America.”

Since World War I the most important growth of the trust has

53




THE RISE OF THE ROCKEFELLERS 155

been on a world scale. It dominates the oil of the capitalist world
almost as completely as that of the United States.
The methods used in this world conquest were drastic, involving
sapmey 04 PAITY vejsogy WOl wars and the suppression of entire populations. Hatred for the Rocke-
[ fellers—now considerably cooled off domestically—flares hotly among

3 4 ) E : ;:.'z - g_ fihc pgpulations of Venezuela and other countries of the Standard Oil
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§ g ¥ :5_ E E k] - - The industrial monopoly of oil was transformed early into a center
= of financial power. Moody wrote: “In a little while, the Standard OQil
Trust was really a bank of the most gigantic character—a bank within
an industry, financing this industry against all competition and con-
— = : £ tinually lending vast sums of money to needy borrowers on high class

S ¢ S A v i3 +E]'§' collateral, just as the other great banks were doing.”
3 & ik 21 f‘f L; E ¥ By the 1890’s, however, the Rockefeller interests turned to a formal
&S L A L3 ¥ banking institution—the City Bank, now the First National City Bank.

Largely through this bank, they invested tens of millions of oil profits
to form and gain control of monopoly corporations in other industries,
including copper, steel, utilides, and railroads.

After World War 1, the financial base of the Rockefellers broadened
along with their oil wealth. They established their own bank, the
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Equitable Trust, in place of the National City, in which they had to
reckon with other interests. Then they bought up the Chase National
Bank, which through its merger with the Equitable Trust became for
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—’é 3 £ a period the largest in the country. It is now again the largest Wall
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The Rockefeller empire is shown in Chart IV. The pivot is the
John D. Rockefeller family. Underneath appear its main financial
- ; - iﬂSti.tutions, the Chase Manhattan Bank, the First Boston Corp., and
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Three industrial giants in which the Rockefellers have an approxi-
Mate parity interest—Westinghouse, International Paper, and Olin
athieson Chemical—are shown in the lower lef-hand corner. In the
Ower right are American Tel. & Tel, shared with the Morgans, the
$maller utility companies linked to First Boston, and the natural gas
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pipelines which the Chase Manhattan Bank finances for Stone &
Webster.

To the right appear Sullivan & Cromwell, and other Rockefeller.
associated law firms, and further out the New York trust companies,
connecting links with the allied Standard Oil families.

The more personal family ventures are shown to the left—the
Rockefeller Foundation, Rockefeller Brothers Inc. and, further out,
Rockefeller Center, Eastern Air Lines, and the smaller aircraft and
nuclear companies in which the Rockefellers have invested.

WHO'S WHO IN THE ROCKEFELLER GROUP

The Rockefeller aggregate is solidly controlled by a single family,
the direct descendants of John D. This family is buttressed in the
Standard Oil companies by a clique descended from John D. Rocke-
feller’s close associates. The Rockefeller group is smaller numerically
and more tightly knit than the Morgan group. Its industrial base
remains highly concentrated in tha oil industry. However, the
Rockefeller’s influence is now felt in all major branches of industry
through the financial power of its banks and insurance companies.

The Rockefeller family owns directly and through controlled
foundations from 10-17% of the shares of the various Standard Oil
companies, and over 5% of the shares of the Chase Manhattan Bank
(see Appendix 1). It wholly owns Rockefeller Center, the largest
real estate development in the world. The combined holdings in
Standard Oil of the allied families approach that of the main family.

Today the active management of Rockefeller affairs is headed by
six men. These are the five third-generation brothers, and their uncle
Winthrop Aldrich, whose late sister was married to John D. Rocke-
feller, Jr.

Aldrich is the son of Rhode Island Senator Nelson Aldrich who
dominated the U. S. Senate for a decade in the early period of the
monopolies. Winthrop Aldrich was chief legal aid to the Rockefellers
during the 1920’s, managed its financial affairs as chairman of the
Chase National Bank for two decades, acted as principal political
manipulator of the Rockefeller group in the period 1944-52, and was
then made Ambassador to Great Britain.

The five brothers work individually and also through a corporation
known as Rockefeller Brothers Inc. According to an official biographet,
the brothers meet in private conference as often as once weekly t0
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thresh out their joint affairs.* Among them there is a divisicn of labor,
covering the group’s broad range of economic and political interests.
" Laurance Rockefeller is the principal family representative on the

 poards of non-oil corporations, including Eastern Air Lines, Inter-

national Nickel, and Olin Mathieson Chemical. He has been active in
promotion of ten or more small companies in the aircraft-atomics-
armaments fields. The general approach is to buy up controlling shares
of companies organized by engineers and scientists, and insure profits
through the Rockefeller financial and political connections. Laurance
Rockefeller brings his representatives into these companies “to assist
with management reorganizations, with banking and credit relations,

. . or that all important matter of ‘putting the company’s best foot
forward with the government.’ ™

He “put his feot forward” most successfully for the McDonnell
Aircraft Corp. With $450,000, he backed up an aircraft designer who
had an experimental shop in St. Louis. McDonnell then obtained
government orders and financing, and did $60 million of business
during World War II—small as airplane companies went, but large,
considering Rockefeller’s small investment.

True, McDonnell’s designing proved less than perfect. The $14-
million contract he received for a new model was cancelled after the
experimental number burned in flight. The money was made out of
subcontracting.

After the war Rockefeller doubled the investment, and McDonnell
obtained jet plane orders. The big breakthrough, in 1949, was the
$300,000,000-order for F-3-H “Demon” Navy Fighters. On the basis
of these orders, the price of McDonnell stock went up, and the
Rockefellers sold part of their holdings at a goodly profit: “This time
they had made some money on their investment and their labors . . .
but . . . they regarded the technical contribution to the aviation in-
dustry as far more important.”®

This “technical contribution” exploded as a major scandal some years
later. Altogether 60 planes were produced. In 1954-55 test flights there
were 12 major accidents, resulting in the deaths of four pilots. Respon-
SIbl{ity was evenly divided between McDonnell’s airframes and the
€ngines, produced by Westinghouse (also having Rockefeller influ-
ence). No usable planes were received, and several hundreds of mil-
lions of dollars were wasted.

The Senate Committee on Armed Services, which investigated the
Matter, placed the blame on Navy procurement practices. Even here,
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it steered clear of the role of Rear-Admiral Lloyd Harrison, who had
opposed termination of the McDonnell contracts while in the Navy,
and became vice president of the company the day after he resigned
his naval job in 1955.7 And it didn’t mention, still less investigate, the
role of the Rockefellers in getting ever-larger contracts for this com-
pany despite its history of failures.

Indeed, the magic wand of Standard Oil seemingly still waves over
McDonnell Aircraft. Within a month of the Senate report exposing
the “Demon” case, McDonnell received prime contracts for guided
missiles and other orders raising its backlog to an all-time high of
$658 million,® larger than those of such well established firms as
Republic and Grumman.

David Rockefeller is vice chairman of the Chase Manhattan Bank,
and heir-apparent to the top post in this family-controlled institution.
He is also active in management of the large Rockefeller real estate
holdings in New York City. He is president of Morningside Heights,
Inc., a “non-profit community organization,” established to clear out
the dilapidated homes of working people in the area of Columbia
University and other Morningside Heights institutions in which the
Rockefellers have a special influence. The tenants called for a low-
income housing project, but Rockefeller led the successful fight for
razing existing dwellings and replacing them mainly with apartments
renting for $150 monthly and thereabouts, completely out of reach of
the worker-residents who were dispossessed.

David Rockefeller is also active in New York City political affairs,
being a leading participant in the bankers’ consortium which dictates
city policies through control of its debt, the largest per capita of any
city in the country. The special position of the Rockefellers in city
politics was emphasized in 1933, when Lawrence B. Dunham, a former
Laura Spelman Rockefeller Memorial staff member, became a prom-
inent member of LaGuardia’s “kitchen cabinet.” In 1940 David Rocke-
feller himself was appointed Secretary to Mayor LaGuardia.

Another brother, Winthrop, is less active financially. He is the “cil
worker” of the family, who was employed for most of the period
1934-51 (except for a year with the Chase Bank) by Humble (Standard
of N.J.), and Socony. Winthrop Rockefeller received much publicity
through his marriage to and subsequent multi-million dollar divorce
from the Café Society woman, “Bobo” Sears.

In recent years he has resided at his $1.5 million Arkansas ranch,
becoming an important factor in the affairs of that state. He has
become chairman of the Arkansas Resources and Development Com-
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mission, and gained an entree for the Chase Manhattan Bank into
Arkansas financial affairs.’

Winthrop Rockefeller is the family representative in the politically
important attempt to win support among the Negro people. He is a
director and financial angel of the National Urban League. He has
obtained favorable publicity by naming as his “assistant” and “super-
jntendent” of his farm a Negro social worker named James Hudson.
However, according to the Rockefeller biographer, Hudson is also

* cook, cleaner, and chauffeur. Seemingly, Mr. Hudson is an “assistant”

for public relations purposes, but functionally a valet.

The reality behind the pose of concern for the economic advance-
ment of the Negro people can be seen in the practices of the Rockefel-
ler companies. Only 0.7% of the workers employed in the crude

etroleum and natural gas industry in 1950 were Negroes, as compared
with 6.0% in all other mineral industries combined.’® One will find
no more Negro tellers at the windows of the Chase-Manhattan Bank
than at any of the others. And the Metropolitan Life Insurance Co.
attained notoriety with the militant segregation policies it followed in
its enormous housing developments, including the eviction of tenants
who tried to help Negroes obtain entry into the previously all-white

Stuyvesant Town.

John D. III is the principal family representative on its various
foundations, and directs its philanthropic and charitable activities.
During the postwar period, this Rockefeller has also been the family
specialist on the Far East, particularly Japan. He accompanied Dulles
on the latter’s mission to Japan in 1951 to prepare a peace treaty, and
later served as an adviser to the U.S. delegation at the treaty con-
ference, which arranged for permanent occupation of a network of
bases there. He frequently visits Japan, and is president of the Japan
Society, Inc., established for “cultural interchange.”

The Far East is the richest potential area for future expansion of
the oil cartel, and the only major producing area under capitalist
contro] in which Standard Oil has not yet won leadership from the
British-Dutch interests. Since World War II, however, Standard Oil
Companies have multiplied their producing, refining and sales facilities
18 Indonesia, New Guinea, India, and Japan, where oil accounted for
4% of all postwar foreign investments.

) However, Rockefeller is not concerned narrowly with oil company
lavestments. His personal attention is directed more to the political
Problems of maintaining imperialist control. In accordance therewith,

¢ has led in promoting the reactionary “solution” of Asian hunger—



160 THE EMPIRE OF HIGH FINANCE

reduction of the population. He organized, financed, and became presi-
dent of the Population Council, which: “is in the first stage of getting
foreigners to recognize their need for help with the delicate and
explosive problems of surplus humanity.” As an initial accomplish-
ment, it helped persuade the Japanese government to finance an
abortion program “under which 850,000 pregnancies were terminated
in 1953.7**

Nelson is the Latin American specialist and political star of the
Rockefeller group. More than half the profits of the largest Standard
Oil company (New Jersey) are derived from Venezuela, in addition
to those obtained from production in Argentina and Colombia, and
marketing facilities almost everywhere in Latin America.

A primary feature of the Rockefeller interest in Latin America is to
create the political “climate” required for retention and expansion of
Standard Oil investments. At the same time, Nelson Rockefeller
utilizes Standard Oil power in Latin America to promote profitable
investments in other fields.

In pursuing these ends, he has moved freely between “private” and
“government” operations (see Chapter XVI). Before World War II
he conducted his business affairs in Latin America as a director of
Creole Petroleum, the Venezuelan subsidiary of Standard Oil (NJ).
After the war his hemispheric ventures were concentrated in a family
company, the International Basic Economy Corp. In Venezuela this
company operates with Rockefeller personal funds, oil company funds,
and Venezuelan government funds. Among its Venezuelan enter-
prises were livestock, grain, and poultry farms, a fish producing
enterprise, retail establishments, and a dairy company.

Supposedly, these enterprises were aimed at raising the very low
consumption standards of the Venezuelan people. But their main
result was to apply the classic Standard Oil methods of squeezing out
weaker competitors and then raising prices to consumers. Several
charges in the Venezuelan press were directly or tacitly confirmed by
the Rockefeller biographer, Joe Alex Morris.

The dairy company, for example, began by mixing imported milk
powder with Orinoco River water and fresh milk. Squeezing small
milk operators to the wall, it then raised prices to 32 cents per liter—
roughly 509 over the United States price.

Tenants were dispossessed for Rockefeller plantation operations
For one of these Rockefeller selected a national shrine—a plantation
formerly owned by Simon Bolivar—moved in with bulldozers which
razed the ancient trees, and converted it into a truck and hog farm.
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The fish company’s produce was priced so high that when the supply
reached a mere 50 tons per month (one-tenth of a pound monthly for
each inhabitant of Caracas): “The Caracas housewives shied away
from them . . . it was a high price for the average Venczuelan, and
fsh remained a luxury item in a country where rice and beans are
the basis of the worker’s diet.”**

Similar operations were carried out in Brazil, but less profitably,
because the Standard Oil position was weaker and political opposition
to it much stronger.

THE ROCKEFELLERS AND OIL

The Rockefellers range broadly in their personal activities, but all
these activities are related to their basic interest and source of power—
oil. The biographer Joe Alex Morris, who concentrates on their outside
activities, concedes that the Rockefeller brothers “knew that the bulk
of their own and the family’s investments were not in such enter-
prises at all but in other concerns, principally oil companies and the
Chase Nationa! Bank.”"

In 1911, pursuant to a Supreme Court decision, the Standard Oil
company was dissolved into 36 constituent enterprises. This was an
inconvenience, not a fatal blow. As Moody wrote, “Such dissolutions
have proved in the end, however, to be mere changes of form, for
the various companies involved continued to be owned, controlled,
and managed by practically the same men, with little if any real
competition.”** ,

The Rockefeller family retained its dominant stockholdings in the
most important of the several companies. These constitute the most
effective working monopoly of world capitalism, thanks to domestic
and international cartel agreements which coordinate the supplies and
pricing of the Standard Oil companies together with all of the other
major U.S. and European oil concerns.

But the Rockefeller family, in the main, has withdrawn from open
day-to-day management of the individual companies. Standard Oil
(N]) has for a long time had only “inside” directors, hired executives
largely unknown outside the oil industry. These “faceless men” receive
far less publicity and lower salaries than similarly placed executives of
other very large companies. They have few interlocking directorates.

Formal separation of the Rockefellers from Standard Oil manage-
ment has continued for so long that many people have come to believe
that the family merely receives oil dividends, and no longer takes any
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part in company affairs. They believe that Standard Oil is now run
by a “managerial” bureaucracy, responsible to no outside financial
interest. Harvey O’Connor, in his excellent book The Empire of Oil
writes that 47% of the shares are owned by the largest 100 stockholders,
mainly Rockefellers and other Standard Oil families, but: “Who con-
trols Jersey? Not the Rockefellers, it appears. . . . Jersey is run by a
collective of managers, perhaps the most powerful collective this side
of the Soviet politburo.”*® O’Connor himself does not take this bow
to the managerial-revolution theory too seriously, as evidenced by his
frequent references elsewhere in the same book to Rockefeller maneu-
vers. What is really involved?

It serves the Rockefeller interests to separate their family name from
the oil trust, whose continued depredations must necessarily make
more and more enemies. What better way of doing this than to hire
poorly connected, financially unimportant but loyal technical experts
to manage day-to-day operations, while the Rockefellers pull the
strings from behind the scenes?

One must separate the concept of management from that of control.
That the oil corporations are managed by hired executives is beyond
question. But it is equally certain that the executives are subject to
the general supervision and broad policy guidance of the controiling
stockholders.

In the fantastic quotation at the head of this chapter, John D.
Rockefeller, Jr., was referring nor to large stockowners like himself,
but to hired officials, and serving notice that he would not “stand for”
these employees sharing in the profits of control. This warning was
put to a public test shortly thereafter, when the president of Standard
Oil of Indiana—who Aad gone beyond the allotted scope and become
involved in a scandal in the bargain—refused to resign at Rockefeller’s
request. He was forced out in a 1929 proxy fight by the massed vote
of the Standard oil families.

The full mechanics of Rockefeller control over the oil companies
are not known. But the broad lines of power are clear enough. They
controi the financial center of the petroleum industry, the Chase Man-
hattan Bank, and those major suppliers of long-term credits to oil
companies, Metropolitan and Equitable Life. They are active personally
in national politics, exerting a significant influence on major foreign
policies vital to the expanding power of Standard Oil.

The third generation of the Rockefellers has moved in and out of
oil company affairs in a way impossible for “outsiders.” Winthrop
Rockefeller “worked his way up” in Standard Oil in the typical
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fashion of inheritors of corporate control. He divided his career among
two Standard Oil companies, the bank and the real estate center.
Clearly, for him the family control of the oil enterprises was fully
effective.

When organizing his postwar business ventures in Venezuela:
«“Nelson Rockefeller's name gave him an inside track when it came
to dealing with oil men.”**

Obviously the name gave him an “inside track” not because a
Rockefeller once controlled the oil industry, but because the family
still controlled it. Consider what happened. The Rockefellers put up
$1,200,000, for which they obtained al/ the voting stock in the Vene-
zuela Basic Economy Corp. The oil companies put up $21,800,000,
for which they received non-voting preferred stock.’” Is it conceivable
that great oil companies, exercising enormous power, would put up
90% of the money for an enterprise and surrender all influence over
that enterprise? Certainly not, unless the minority partners are at the
same time the controlling interests in the oil company—the actual
situation!

Rockefellers stay off the board of Standard Oil (NJ), but in the
case of Socony Mobil Oil, second to Jersey, the Chairman of the Board
is B. Brewster Jennings, heir to two of the great Standard Oil fortunes.

Business Week, describing the 1954 President of Standard Oil (N]),
gives an excellent picture of the selection and function of Standard Oil
managers:

“From youth up—Rathbone is really as much a product of the
company as are the 2-million barrels of oil products it markets every
day. His career is a living example of the philosophy of catching the
bright ones young, training them in the company’s traditions and
inoculating them with its hopes for the future, testing them out with
more and more responsibility, and picking off the best for the ultimate
top leadership.”®

Certainly the managers of Standard Oil companies have vast respon-
sibilities, and impressive authority within their global operating sphere.
But this responsibility is conferred by, and the power subordinate to,
the ultimate control group.

Those most directly affected by the power of the oil trust have no
illusions about “management control.” Morris writes of Winthrop
Rockefeller’s brief stint in the oil fields: “Oil-field workers are an
independent and hard-fisted crowd by tradition and when they dis-
covered that one of THE Rockefellers had moved into their midst

they were not particularly pleased.”®
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Similarly, the Venezuelan people have properly regarded the Rocke-
fellers’ ventures as new tricks of the oil tycoons who have robbed them
for so long. In a country with a subservient government, an analysis
of the Caracas press showed 37% “consistently hostile and often
bitter,” only 21% “pro-Rockefeller.”2°

ECONOMIC REASONS FOR ROCKEFELLER GAINS

The underlying reason for the Rockefeller gains of recent decades—
the new primacy of oil—was discussed in Chapter VII. There were
important contributing causes, some involving economic advantages,
others the strengthening of alliances, and still other political gains.

The special tax provisions whereby the oil companies pay less than
half the ordinary income tax rate (Chapter XV) have become a major
item, in view of the high rates currently in effect. Political and eco-
nomic conditions have enabled the Rockefeller oil companies to become
the leaders in foreign investments with the very highest yield (Chapter
XVII). Superprofits from these sources permit larger dividends which
can be used by the owners to buy control of companies in other indus-
tries, and enable petroleum to spend more than other industries for
expansion. The annual capital spending of Standard Oil (NJ) exceeds
that of any other manufacturing or mining firm.

The great economic gains of the oil industry, resulting from the
motorization of the American economy, were further extended during
the postwar period by the dieselization of American railroads and the
substitution of oil and natural gas for coal energy in heating. Nor is
the end in sight. For now the earlier American gains in use of oil are
being repeated on a world scale, a process in which the Standard Oil
companies have a large share. Further domestic gains are also under-
way with the development of the petrochemical industry. It is pre-
dicted that ultimately 509% of all chemicals will be made of petroleum.
This not only provides an added market for the raw materials but,
owing to the surplus profits of the oil companies, they are able to
finance and own a large proportion of the petrochemical plants.

ALLIED STANDARD OIL FAMILIES

John D. Rockefeller, Sr., had a number of associates. Some were
original partners. Others were defeated rivals brought into the Standard
Oil enterprises. These associates became multi-millionaires, whe used
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part of their Standard Oil dividends to buy substantial holdings in
other industries and in banks. Besides the general community of
interest based on oil, most of these families have retained other eco-
nomic and political links with the Rockefellers through succeeding
generations.

The directors and officers of the Standard Oil Cempany as of 1904

were:

John D. Rockefeller, president
William Rockefeller

John D. Archbold

Henry M. Flagler

Henry H. Rogers

Oliver H. Payne

C. W. Harkness (son of Stephen V.)
F. Q. Barstow

J. A. Moffett

Walter Jennings (son of O. Brewster Jennings)
E. T. Bedford

W. H. Tilford, treasurer

Charles M. Pratt, secretary?!

Life, following various financial chronicles, lists companies in which
they and their descendants have invested heavily. Besides the John D.
Rockefeller family companies, these include the National City Bank,
Anaconda Copper, American Tobacco, Corn Products Refining, U.S.
Industrial Alcohol, Southern Pacific, New York Central, Virginian,
Florida East Coast, and N.Y. N.H. & Hartford Railroads, U.S.
Steel and Bethlehem Steel, Great Northern Paper, Minute Maid Corp.,
Time, Inc., General Electric, Pan American Airways, and Air Reduc-
tion Co.*

The most important of these associated families is that descended
from William Rockefeller, the brother of John D. Rockefeller, Sr.
This family has established its own major financial base, and is
regarded here as the head of an independent center, although it
retains significant connections with the John D. Rockefeller family
(see Chapter X).

e secondary Standard Oil families are leading forces in three of
the ten largest trust companies listed in Chapter IV—U. S, Trust Co.,
NCW York Trust Co., and Bank of New York. Each of these banks
Is trustee for hundreds of millions in Standard Oil shares, among
billions in total investments.



166 THE EMPIRE OF HIGH FINANCE

The largest shareholder in the U.S. Trust Co. in the nineteenth
century was the Astor family,” but Standard oil interests are more
influential today, particularly through John Hay Whitney, a descendant
of the Payne family, with the Pratt and John D. Rockefeller families
also represented. The New York Trust Co. has seven Standard Oil
family directors, as compared with five connected with the Morgan
group, formerly regarded as leading in its affairs. Executive direction
of the bank is by representatives of the Harkness family, which next
to the John D. Rockefeller family, owns most Standard Oil stock.

The Bank of New York—“New York’s First Bank—Organized by
Alexander Hamilton”—was graced for many years with the presence
on its board of John Foster Dulles, as outstanding a leader of reaction
in the present century as the illustrious Hamilton was 150 years ago.
Its three top officers are all trustees of Rockefeller-dominated institu-
tions, and five other directors represent assorted family interests of
the group.

Allied Standard Oil families and families associated with the Rocke-
fellers through the Chase Manhattan Bank are the leading forces in a
number of significant industrial and railroad corporations (See Ap-
pendix 9). Two of these, Armco Steel and Southern Railway, are
among the 100 largest non-financial corporations. Most of the others
are either first or second largest in their particular fields.

John Hay (“Jock”) Whitney, now Ambassador to Great Britain, is
the most active in business affairs and politics of the extant lesser
Standard Oil heirs. He is descended from Oliver H. Payne of Standard
Oil, William C. Whitney, the New York transit magnate, and John
Hay, Secretary of State during the “Big Stick” period. Inheriting
$150 million, he maintains a partnership, J. H. Whitney & Co., similar
in its functions to Rockefeller Bros. Inc. In business deals he is closely
associated with the John D. Rockefeller family, with the Boston bank-
ers close to Chase-Manhattan Bank, and with the Stillman-Rockefeller
family. James F. Brownlee, a partner in J. H. Whitney & Co., is a
director of the Chase Manhattan Bank and of American Express,
another Rockefeller-dominated financial company. Whitney and his
aides have been virtual shadows of the Rockefeller family in political
affairs.

From time to time there have appeared divisions within the Standard
Oil ranks. But the continuing community of interest in Standard Oil,
in banks and industrial enterprises, in Republican Party affairs and in
government administration, establishes these families and their enter-
prises as within the orbit of the Rockefeller empire.
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ALLIANCES WITH OTHER GROUPS

The advance of the Rockefellers has been speeded by a series of
economic alliances with other financial groups begun during the
1930’s and expanded after World War IL

Around the turn of the century the Standard Oil magnates formed
alliances with National City Bank and Kuhn, Loeb & Co. While
relationships with the First National City Bank remain, it can no
longer be regarded as a decisive alliance (see Chapter X). The old
alliance with the Kuhn, Loeb interests may have been resumed in new
forms, with Kuhn, Loeb in a secondary position.*

More important alliances have been established by the Rockefellers
during the past two decades. The Boston bankers and the powerful
Mellon interests have shifted their main connections from the Morgans
to the Rockefellers (see Chapter XI). These new alliances are intimate.
They create a broader community of interest, wealthy and aggressive,
having a tradition of foreign expansion and a combined political influ-
ence that is truly formidable.

PUBLIC RELATIONS, CHARITIES, AND SANCTIMONY

The “Ludlow massacre” of Rockefelleremployed steel workers in
1914, and the subsequent shooting of oil workers by Rockefeller guards,
“plunged the Rockefeller name to its nadir.”** Now the direct hatred
of labor was added to the long-lived resentment of the small business
interests, The Rockefellers launched a major campaign to “sweeten”
their name, through that characteristic device of American capitalism,
the public relations expert: “Thanks to the unremitting labor, over a
period of twenty years, of Mr. Ivy Lee, the most adroit accelerator of
public opinion since P. T. Barnum, Mr. Rockefeller has been
canonized.”*

This publicity campaign has continued through the decades, and
has been intensified in recent years. A number of biographies and
innumerable popular magazine articles have appeared picturing the
Rockefellers as democratic, unacquisitive, pious devotees of human
progress. Standard Oil (NJ) is now providing the main financing
for a three-volume company apologia via the Business History Founda-

_’ Yia the merging of the Bank of the Manhattan Co. into the Chase National, and the
‘hlfflrfg of Kuhn, Loeb partner Lewis Strauss to the Rockefeller financial fold, while
Tetaining directorates in Kuhn, Loeb corporations.
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tion (the first, by Ralph W. and Muriel Hidy, is already out, and
several conservative reviewers have criticized its one-sided apologetic
character). Scarcely a month passes without a front page story in the
New York Times about some new Rockefeller gift or public service
activity.

While fostered primarily to overcome popular hostility, the main
Rockefeller charities have had significant economic motives also. Dur-
ing the 1880’s, long before the age of public relations specialists,
John D. began his charitable activities in typical fashion. He was
approached by Frederick T. Gates, chief fund raiser for the Baptist
Church. Through Gates, Rockefeller obtained a grip on the valuable
iron deposits of the Mesabi range. Then he gave $600,000 for Gates’
church. In less than 20 years he sold the mines to the Morgans for
$80,000,000, more than 100 times the “charitable” investment. And
Gates became one of Rockefeller’s most hard-fisted and useful business
associates.

During the 1930’s, gifts to Columbia University paid off in a similar
way when the clan obtained from the college the extremely valuable
midtown property on which they built Rockefeller Center.

The main contributions, to the Foundations, have been a means of
increasing economic power at the expense of the small taxpayer (see
Chapter 1V). The hundreds of millions placed in the Rockefeller
Foundation are used to hold for the group huge blocks of corporate
shares, inviolable to decimation through inheritance taxes, while the
tax-free dividends finance current foundation activities.

The cumulative total of Rockefeller and other Standard Oil family
gifts was estimated at $1 billion by 1950.*° Press stories, inspired by
their publicity geniuses, contrive to give the impression that the bulk
of the family wealth and income goes to charity. Actually, figures
given by the Rockefeller brothers to Fortune indicate that perhaps
onc-fourth to one-sixth of their current income is donated.*

Rockefeller gifts to churches, and the traditional sanctimoniousness
of the first two generations of Rockefellers, have also been turned to
direct economic advantage. This is illustrated in the aforementioned
proxy fight. Colonel Robert Stewart, Chairman of Standard Oil of
Indiana, was involved in one of the criminal oil deals of the Harding-
Coolidge epoch. John D. Rockefeller, Jr., demanded that he resign,
on “moral” grounds, and Stewart, supported by his fellow-managers
and the majority of small stockholders, refused. Even the old plun-

* Fortune reports that the brothers give znnually $7 million out of a combined income
of over $25 million. However, this $25 milkion is 2 very low minimum.
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derer, John D. Rockefeller, Sr., entered the fray. The family retained
Charles Evans Hughes—one-time apostle of corporate righteousness—
as counsel for the proxy fight. The Federal Council of Churches of
Christ in America came to the support of its pious patron, praising
him for conducting a “moral crusade.” The Rockefellers, with the aid
of the other Standard Oil families, won two-thirds of the votes and
expelled Stewart.

Outstanding liberals in Congress, such as Senator Norris, Walsh
and Nye, were taken in by the performance and lauded the Rocke-
fellers. The press went into raptures. Typically, the Louisville Courier
Journal wrote: “In the sordid Teapot Dome affair the courageous
stand of John D. Rockefeller, Jr. comes as a refreshing breath of pure
air in an atmosphere polluted by the contaminating effect of big
business on politics . . . shows that great financial power is not neces-
sarily acquired at the sacrifice of moral rectitude.”?

All this nicely covered up the real issues in the fight. According to
Mirrors of Wall Street, Stewart, having obtained the rich oil fields of
Venezuela, used their produce to compete with other Standard Oil
companies on the eastern seaboard. After Stewart’s ejection, the remain-
ing managers, more pliable, turned over the Venezuelan bonanza to
Standard Oil (NJ), where it would be under the immediate eye of
the Rockefellers, without any dangers of conflict with special interests
of midwestern oil officials.

While fighting Stewart, the Rockefellers voted their shares in other
oil companies in favor of a merger into the Consolidated Oil Co. of
Harry F. Sinclair, who had been released from jail after conviction of
bribery in the Teapot Dome scandals. Nor did the Rockefellers ever
answer the question put by Senator Borah of Idaho as to why they
did not return the dividends they received from Standard of Indiana
as their share of the Stewart deal which they denounced.?®

The continuous outpouring of inspired publicity, presenting a favor-
able view of every Rockefeller charitable, business, political, and per-
sonal activity, has had an important effect in an America where there
is no longer a widely circulated anti-monopoly press.

The Rockefellers have also striven to reduce the hostility of labor.
To wipe out the curse of the Ludlow massacre, they went so far as
to sell their stecl company 30 years later: “For a long time the Rocke-
fellers had wanted out of Colorado Fuel & Iron . . . they had been
self-conscious about the company’s identification with the scandalous

“Ludlow Massacre’ back in 1914, when thirty-three lives were lost in

a pitched battle between strikers and the state militia.”2®
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Since 1917 the Rockefellers have avoided major strikes in their U.S.
oil installations. They were aided by the tactics of “paternalism” and
the then novel company unions worked out for them by Mackenzie
King. After serving as Rockefeller labor advisor for many years, King
returned to Canada to be chief of the Liberal Party, and later Prime
Minister, retaining an intimate friendship with John D. Rockefeller, Jr.,
through the decades. But tactics were not the main reason for Standard
Oil’s domestic labor peace.

The English writer Hobson stressed the luxuries of the rentiers
enriched by colonial pelf, and also the better conditions obtained by
certain classes of workers dependent on imperialism. Lenin laid great
stress on the political significance of the favored “aristocracy of labor”
receiving a fraction of the superprofits from colonies. The Standard Oil
companies provide a striking example of this phenomenon within the
United States. In recent years, average earnings in the petroleum
industry have exceeded those of any other major industry in the
United States. At the same time, if one combined the earnings of all
employees of Standard Oil (NJ) and its foreign subsidiaries and
affiliates, the average would probably be considerably lower than for
most American corporations. The $100 weekly earned by U.S. cil
workers is intimately connected with the $20 weekly earned by their
Arabian confreres. Undoubtedly, the device has succeeded. U.S. oil
workers have not been a major source of anti-Rockefeller sentiment,
nor have they interfered wtih the enormous expenditure of U.S. funds,
and the risks of war, involved in U.S. government support to the
foreign expansion of the oil trust.

From their extensive personal contributions and those of their
corporations, the Rockefeller interests have gained an unusually prom-
inent position in the various private organizations and institutions of
big business, thereby exerting significant influence on the formation
of the policies of their class, and achieving a certain degree of leader-

ship in business circles. Fortune maps the Manhattan headquarters of
eighteen educational, cultural, charitable, and policy organizations in
which the five brothers of the third generation personally participate.
These include all three top organizations dealing with foreign affairs
—the Foreign Policy Association, the Carnegie Endowment for Inter-
national Peace, and the Council on Foreign Relations. In the case of
the last-named, for example, the chairman is John McCloy, Chairman
of the Chase Manhattan Bank, while David Rockefeller is vice
president.

The Rockefeller interests figure most prominently—although not
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personally——in the affairs of the National Industrial Conference Board,
perhaps the outstanding reactionary policy group of big business. Four
of the six officers in June 1955, aside from paid functionaries, were
officials of corporations of the Rockefellers and other Standard Oil
families.

POLITICAL GAINS OF THE ROCKEFELLERS

The first John D. Rockefeller created within his Standard Oil Trust
a thorough and far-flung economic and political intelligence agency.
Through it he was able to anticipate the moves of his rivals, and
discover how to dispose of them. He was also able to learn the weak
spots of politicians, and how to bribe them. By the turn of the century
the dominant individuals in the Republican Party were in the Rocke-
feller camp. Marc Hanna, Ohio political boss and mentor of President
McKinley, was a Standard Oil associate. In 1901 Rockefeller Jr. mar-
ried the daughter of Nelson Aldrich, master of the Senate, who
thereafter acted for Rockefeller in that body. Close ties were also
established with oil state politicians.

However, the widespread opposition to the Rockefellers resulted in
repeated legislative investigations directed against them. The first
really ir}qportant—though temporary—victory of the government under
the anti-trust Jaws was in the suit against the Standard Oil Trust
commenced by the Morgan-backed president Theodore Roosevelt.

Economic setbacks accompanied these political attacks. The Rocke-
feller-sponsored Amalgamated Copper Trust collapsed, and the Mor-
gans achieved clearcut financial dominance in Wall Street. As the
Bockcfellers turned to more secretive methods of control of the oil
industry, and launched their vast publicity campaign, they also retired
from open politica} activity.

For several decades Rockefeller political activity was mainly through
the anonymous pressures of the oil companies. No other industry has
penetrated government so thoroughly with its personnel, or exercised
lnﬂ.u?:nce over such a wide range of Federal and state governmental
acuvity. Most notable was the industry’s entrance into foreign affairs
after World War I, when Standard Oil began its unprecedented ex-

~ Pansion abroad.

A.ftcr World War I, and especially since World War 11, the pro-
ISI;OIJOH of U.S. oil intercst§ has been the leading preoccupation of the
ara ¢ Department, and their protection a major concern of American

med forces overseas (Chapter XVII). Robert Engler aptly sum-
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marizes the political scope of the oil trust: “Oil is interested in the
whole range of American foreign policy from Iran to fishing rights
in the Gulf of Mexico, and from reciprocal trade to the decartelization
of L.G. Farben. In its councils are discussed the statehood of Alaska,
mineral leasing rights in Montana and the highway taxes of every
state.”*°

Important domestic political victories were won also, notably the
system of Federal-State oil regulation established during the 1930s.
Through it the oil combine raised and held the price of oil products,
and established production controls, more effectively than the 19th
century Standard Oil trust ever could. It squeezed out the new East
Texas refiners and made the oil trust virtually depression-proof, all
through a cartel administered by the Interior Department and various
State Commissions.

Meanwhile, the Rockefellers have made a personal political come-
back, strategically devised along the lines of the general publicity
campaign of the Rockefeller group. They attempt to appear not as
reactionaries, but as reformers concerned with the common man.

This new strategy appeared at the 1933 hearings on proposed New
Deal legislation to “drive the money changers from the Temple.” Such
Wall Street fixtures as J. P. Morgan, Charles Mitchell of the National
City Bank, and Albert H. Wiggin, the pre-Rockefelier head of the
Chase National Bank, were justly enough pilloried. But Winthrop
Aldrich, financial spokesman of the Rockefeiler group, dissociated
himself from Wiggin and supported important parts of the New Deal
financial legislation, going further than the Administration in certain
respects. In practice, the measures adopted facilitated the advance of
the Rockefeller financial interests, while measures opposed by Aldrich
were not enacted.

The wooing of Harold Ickes by the Rockefellers is an amazing
story told by the New Deal Secretary of the Interior in his post-
humously published diary. Ickes was the most progressive, anti-
monopoly member of the New Deal cabinet. As Secretary of the
Interior, he had most to do with oil. Thus Ickes was an active agent
in organizing, together with the oil companies, the system of regula-
tion that has proved so profitable to them ever since. His purpose was
to overcome the chaotic oil market which was one feature of the
profound economic crisis—but his methods played into the hands of
the oil trust.

John D. Rockefeller, Jr., engaged in a studied campaign to make
friends with Ickes. He would “accidentally” appear on trains with
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the cabinet member, and engage him in conversation. He showered
him with invitations and hospitality. Ickes’ Diary contains pages of
adulation of the “sincere, serious-minded, unostentatious man.”** While
Rockefeller engaged in the diplomatic softening-up process, his aides
inside the government were getting what they wanted from Ickes’
agency. Later, during World War II, Ickes arranged for the appoint-
ment of a Standard Oil man, Ralph Davies, as Petroleum Adminis-
trator for War.

So it came about that Ickes, an open foe of the Morgans and other
Wall street interests and everything they stood for, became a personal
friend and objective supporter of a Wall Street group fully as reac-
tionary, powerful, and dangerous to American democracy.

Similarly, the personable Nelson Rockefeller, with pretensions of
concern for the economic development of Latin America, won an
appointment by Roosevelt as Coordinator of Inter-American Affairs.
While Rockefeller was squelching German and Italian airlines in
Latin America—to be taken over by U. S. companies—Standard Oil was
continuing its cartel arrangements with I.G. Farben, delaying syn-
thetic rubber production in the United States, and placing no obstacles
in the way of German operation of its oil installations throughout
occupied Europe.

After the death of Roosevelt, the influence of the Rockefellers in
Washington grew rapidly in the changed political environment. They
no Jonger stressed so much the false front of “reform and welfare.”
Openly participating in political affairs, they emerged as the leading
force in the Republican Party, and then as the best-represented finan-
cial group in the Eisenhower Administration.

Through its political gains, the Standard Oil group has been able
to reinforce the most effective domestic monopely in terms of prices,
production control, and the power to crush rivals. And it has been
flble to build and extend the greatest private economic world empire
in history. Obviously, these political successes accelerated the growth
of oil company assets and profits, the displacement of competing fuels,
and the emergence of oil as the biggest of all big industries.



CHAPTER X

National City and the
Lesser New York Groups

Orusr New Yorg groups must be reckoned with in the financial
power pattern. A distinct empire, embracing major industrial and
financial corporations, has crystallized around the huge First National
City Bank. It is not on the same plane as the Morgans and Rocke-
fellers. Its area of domination is much smaller, and in most of its
connections outside this area, it appears as an adjunct to the more
powerful duumvirate.

The others—Hanover Bank; Kuhn, Loeb; Brown Brothers, Harri-
man; Dillon, Read; Lehman-Goldman, Sachs—are secondary duchies
of the financial oligarchy. They are each powerful in important eco-
nomic areas but lack the breadth of resources for independent control
of giant corporations, so that the major groups participate in their
chief ventures. Otherwise, these secondary houses control lesser cor-
porations, and operate as junior partners in the varied affairs of the

great empires.

FIRST NATIONAL CITY BANK

During the nineteenth century The City Bank was the bank of the
importers of raw materials, and of American cotton firms. In 1891,
under the presidency of James Stillman, it became the bank of the
Standard Oil interests, and with these added deposits, soon became
the largest in the country. Later the John D. Rockefeller family shifted
their main interests, but the family of William Rockefeller stayed
with National City. Two sons of William Rockefeller married two
daughters of James Stillman, and the Stillman-Rockefeller family
became the largest shareholders in the bank, a position they still hold.*
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Other families having substantial interests in it include the Brady
tamily, heirs to a New York utility fortune; the Winthrop family,
descendants of Moses Taylor, a 19th century president of the bank;
and the Dodge family, heirs to the fortune of the Phelps Dodge firm
of metals merchants.

As American capitalism was transformed, so was the role of the
bank. The importers of raw materials became foreign investors, and
the bank went with them, “following the flag” in all of the major
penetrations of American imperalism. When U.S. marines occupied
Haid during World War I, the National City Bank moved in behind
their bayonets to handle Haiti’s finances. Cuba and Puerto Rico, the
first U.S.-occupied countries in the Western Hemisphere, have the
largest number of First National City branches (ten and seven respec-
tively). Following the rise of American interests to predominance in
the Middle East, the First National City Bank established all of its
current branches there and in Africa during 1955 (Egypt, Lebanon,
Saudi Arabia, and Liberia). Of its employees, 5,382, or 419 served
in its 66 overseas branches in 1955. Deposits abroad total about $725 mil-
lion, two-fifths more than those of its nearest overseas rival, Chase
Manbhattan.

Domestically, the National City became the financial center for the
industrial combines formed or bought up by William Rockefeller and
his associates. During the 1920’s its investment banking affiliate, the
National City Co., under the guidance of Charles E. Mitchell, became
ic most active seller of speculative stock issues in Wall Street, drain-
ing the savings of tens of thousands of middle class people for the
profits of the National City group. As noted in Chapter IV, its invest-
ment banking activities are now carried out through two houses,
Harriman, Ripley & Co. and Blyth & Co. Its law firm is Shearman &
Sterling & Wright. Unlike the John D. Rockefeller and Morgan
groups, the First National City does not control any of the large life
Insurance companies, but it does control the Great American group of
flre and casualty companies, and the Fundamental Investors group of
mnvestment trusts.

However, it exerts widespread influence over industry, not only as
a source of funds for borrowing, but through the many billions of
Investments carried by its trust afliliate, the City Bank Farmers Trust.

Among the giants in the First National City Bank sphere are
Anflconda, principal owner of Chilean copper; W. R. Grace & Co.,
main trading and manufacturing interest on the West Coast of South
America; Corning Glass Works; National Cash Register Corp.; United
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Aircraft and Boeing Airplane, first in aircraft engines and airframes;
Consolidated Edison, the New York utility; and Deering Milliken, a
large textile corporation. The bank took its present name in 1955 when
it absorbed the First National Bank of the City of New York (see
Chapter VII), and thereby acquired financial leadership of the Chubb
group of insurance companies, the National Biscuit Co., and the Erie
Railroad. It has gained a substantial share in control of International
Telephone & Telegraph, the world-wide communications combine,
formerly regarded as exclusively within the Morgan sphere of in-
fluence.

The bank has provided financial service to the Ford family over a
considerable period. That relationship became more intimate with the
public sale of Ford Motor Co. stock in 1956. First National City’s law
firm advised the Ford family, its investment banking affiliate, Blyth &
Co., headed the selling syndicate, and the bank itself became Ford’s
stock transfer agent. The First National City Bank has acted for
Firestone Tire in the same way, and this tie also was tightened in
1955 when the bank took over the Bank of Monrovia in Liberia, the
locale of Firestone’s rubber plantations. Ford and Firestone originally
connected with this bank in order to avoid dependence on the Morgan-
Rockefeller duumvirate. Despite the growth in relationships, neither
Ford nor Firestone can be considered as controlled by First National
City Bank.

The assets controlled by the First National City Bank are about
one-fifth those of the Rockefellers or Morgans (see Appendix 10),
and only a fraction of the assets of companies with which the bank
has interlocking directorates representing non-controlling interests.
The historical position of the bank is thus continued. First becoming
eminent as an adjunct of the Standard Oil group, its later rise was as
a follower of the Morgans, after they had established Wall Street
leadership. In 1915 the aged James A. Stillman wrote his successor,
Vanderlip: “Keep on good terms with J. P. Morgan. I have special
reasons for writing this at this time, and am looking more for the
future than for the present.”® The head of the National City Bank
during the 1920’s, Charles E. Mitchell, also maintained close relations
with the Morgans, and received great favors from them. However,
since the 1930%s, the Standard Oil influence in the bank has increased.
Today the bank appears to have approximately equal relations with
each half of the peak duopoly, in some respects subordinate to both,
in others acting as an independent control center.

The low point in Standard Oil influence was reached in 1933 when
Percy Rockefeller, the son of William, was forced out in the wake
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of Congressional exposures and his involvement in the Kreuger Match
scandals. However, James Stillman Rockefeller was made an assistant
vice president a month after his father Percy’s resignation, and he
became president of the bank in 1952.

During the 1950’s interlocking directorates were established with
each of the three international Standard Oil Companies (such ties
had existed with two of them much earlier). It is the only American
bank on the scene to service the principal Standard Oil foreign installa-
tions, in Venezuela and Saudi Arabia.

The Stillman-Rockefellers retain substantial blocks of Standard Oil
shares, although less than other of the Standard Oil families. William
Rockefeller and his descendants sold part of their holdings in order
to expand in other industries. By the 1920°s the bulk of the family
fortune was apparently in non-oil enterprises. For this reason it should
not be regarded as another family of the Standard Oil group, such
as the Payne Whitneys and Harknesses. But it retains important ties
with these families through intermarriage and joint investments in
various enterprises.

Besides James Rockefeller, other descendants of William Rockefeller
and James Stillman have a leading position in important financial
institutions. Avery Rockefeller is a director of the J. Henry Schroder
Banking Corp. and the Schroder Trust Co. He is also a partner and
the American stockholder in its afliliate Schroder Rockefeller & Co.
These Schroder companies are part of an Anglo-German banking
group.

During the 1930’s the German Steel trust and the Hitler govern-
ment made the London Schroder Bank their financial agent in both
Britain and America® F. C. Tiarks of the British J. Henry Schroder
& Co. was a member of the Council of the pro-Hitlerite Anglo-German
Fellowship, as were 2 other Schroder partners, and the bank itself
was a corporate member.*

Avery Rockefeller, Jr. is a partner in the powerful investment bank-

-ing firm of Dominick & Dominick (see Chapter V)* and two grand-

sons of William Rockefeller are partners in Clark, Dodge & Co,
another wealthy firm. Clark, Dodge works closely with the Morgans
In the investment banking field. It leads 2ll others in joint manage-

- ment with Morgan Stanley & Co. of industrial security issues.**

The continued wealth and power of the Stillman-Rockefeller family

. If 1s not known whether the extensive forcign representations of Dominick & Domi-
Dick include the Schroder interests.

**Including such important concerns as American Can, J. I. Case Co., Crane Co., and
Kellogg o,
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is a lesson in the durability of the great fortunes. Few families have
squandered as much in reckless personal living or lost as much
through ill-advised investments. When William Rockefeller died in
1922, his son Percy’s debts of $16 million exceeded his share of the
estate by $2 million. The same Percy lost many millions in the collapse
of the Kreuger enterprises in 1932 and in sugar investments.

What the family lacked in business acumen and conservative living,
it made up in its talent for merging great fortunes through marriage.
Families joined in this way included the Carnegie family with its vast
steel fortune, the Marcellus Hartley Dodge family of Remington Arms
and Clark, Dodge & Co., the McAlpin family of the famous hotel, and
the Watjens, a German banking family. But on the whole, the
Stillman-Rockefeller family has not remained a cohesive, aggressive,
money-making and power-building group through succeeding genera-
tions, like the John D. Rockefeller family. Nor has it played a major
role in American politics.

The Dulleses and their law firm, however, constitute an important
link with the John D. Rockefeller family, economically and perhaps
politically. Sullivan & Cromwell is represented on the board of the
American Schroder banks and of sugar companies which they control.
It is the law firm of Blyth & Co., one of the two investment banking
companies connected with the First National City Bank.

THE HANOVER BANK

The Central Hanover Bank entered the monopoly era under
William Woodward, originally the cotton business partner of National
City’s James Stillman. The Woodward family still has the largest
stockholding in the Hanover Bank. This bank has important attributes
of a center of finance capital. With almost $2 billions in deposits, it
can grant large loans. With more billions in trust accounts, and control
of the America Fore group, the leading fire and casualty insurance
company, it commands influential positions in a number of the most
important corporations. The Hanover Bank is the leading power in
Union Carbide & Carbon, second largest chemical company and
largest atomic weapons material contractor; in General Foods, leading
packaged food manufacturer; in Chrysler Corp., third largest auto
manufacturer; and Electric Auto-Lite, a parts manufacturer. Along
with Chicago bankers, the Hanover bank has influence in the Texas
Corp., $2 billion international oil company.

However, as shown for General Foods in Chapter V, the Hanover
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Bank does not have sufficient resources to control these corporations
alone, but must involve the more powerful Morgan and Rockefeller
interests. This is also the case with Union Carbide & Carbon, which
borrowed $300 million from the Metropolitan and Prudential Insurance
companies in 1951, and with Chrysler, which borrowed $250 million
from Prudential in 1954.

In these dependent relations, the student of financial affairs,
Benjamin Allen, considered the Hanover Bank to be tied more in-
timately with the Rockefeller than with the Morgan interests.

KUHN, LOEB & CO.

This firm, founded by German Jewish bankers, and drawing capital
into the United States from Germany, competed with the Morgans
especially in the centralization of the railroads. Kuhn, Loeb acted as
investment banker for the Harriman interests in their struggles with
the Morgans for railroad control. After Edward Harriman’s death,
Morgan and Kuhn, Loeb more or less harmoniously divided financial
control of the main railroad systems of the country.

To Kuhn, Locb went the largest systems, the Pennsylvania, the
Union Pacific—in association with Harriman'’s heirs—and other roads.
The status of Kuhn, Loeb & Co. was indicated by its now senior
partner George Bovenizer who wrote in 1935 that his firm “did not
appear second to anyone but Morgan” in banking syndicates.’

Because of Kuhn, Loeb’s traditional position in the railroad industry,
the National Resources Committee classified it as one of the eight
large financial interest groups, indeed as second in point of assets
controlled. The report qualified this by stating that “Kuhn Loeb
exercises less in the way of active control than J. P. Morgan & Co. . ..
and should be considered . . . more in the nature of a loose alliance.”®

However, the influence of Kuhn, Loecb & Co. has declined rapidly
in recent decades. The railroads have become much less important
in the economic life of the country and as a source of profits. The
ICC regulation compelling competitive bidding for railroad securities
has sharply reduced the volume of Kuhn, Loeb’s investment banking
business. And its foreign connections were largely shattered by the
Nazis’ expropriation of Jewish bankers.

In the years 1927-32, Kuhn, Loeb (with affiliated International
Manhattan Co.) headed syndicates handling 8.1% of all bond issues.
In 193847, it headed 6.6% of all securities issued, and in 1950-55,
only 2.29% of the total.?
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During the 1920’s Kuhn, Loeb had its own bank, the International
Acceptance Corp., which expanded through merger with the Bank
of the Manhattan Co., in which Kuhn, Loeb shared control with other
interests. However, during the 1940's Kuhn, Loeb representatives dis-
appeared from the bank’s directorate, and all vestiges of Kuhn, Loch
banking control were eliminated when the Bank of the Manhattan Co.
was merged into the Chase Manhattan Bank in 1955.

The stockholding position of Kuhn, Loeb in railroads was largely
represented by the holdings of the Harrimans, its allies; of the Union
Pacific Railroad in other lines; and of a Kuhn, Loceb investment trust,
Pennroad Corp. The Union Pacific stockholdings have been reduced,
and the Pennroad Corp., after absorbing severe losses during the 1930’s,
has shifted its investments largely to non-railroad fields. It is not
known whether Kuhn, Locb has special relations with either of the
two major Swiss Banks which are leading stockholders in the Penn-
sylvania and Baltimore and Ohice Railroads.

Whatever relationship may remain, Kuhn, Loeb appears to gain
little from it. The “Kuhn, Loeb” railroads do not have representatives
of the house on their boards of directors, and supply very little in
the way of investment banking, financial advisory, or legal business
to Kuhn, Loeb and its associated law firm.

The most significant financial connection of Kuhn, Locb today is
as investment banker to the steel companies of the Cleveland group,
which, combined, rank next to U.S. Steel in size. This house also
shares in the investment banking business for Bethlehem Steel and
Westinghouse Electric. It controls some secondary industrial and trans-
portation companies, such as General American Transportation, which
makes and rents freight cars and allied equipment. Through Pennroad,
which it still controls, it is able to take positions in various companies.
Kuhn, Loeb has attempted to build new foreign investment positions
in recent years, but so far these have not amounted to much.

Certainly Kuhn, Loeb & Co. can no longer be regarded as one of
the leading financial powers.

BROWN BROTHERS HARRIMAN & CO.

Anna Rochester wrote of the merging of the Brown and Harriman
interests in 1931: “Both the Browns and the Harrimans brought to
the new firm a strong tradition of imperial finance along with a farge
measure of independence.”®

The Browns, with the Seligmans, were the bankers who took over
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the finances of Nicaragua when that country was occupied by the
Marines before World War 1. And Harriman, shortly before his death
in 1909, was attempting to organize a round-the-world railroad, start-
ing in Manchuria.

Of Harriman’s extensive American railroad empire, the firm remains
in control of the Union Pacific and the Illinois Central. It also has
a substantial secondary interest in other lines and in such important
industrial firms as Anaconda, Air Reduction, National Sugar Refining,
North American Aviation, Columbia Broadcasting, and Freeport
Sulphur. In these and other interests, it has more connections with
the Rockefellers and other Standard Oil families than with the Morgan
group. Robert A. Lovett, a prominent member of the firm who
married into the Brown family, is chairman of the finance committee
of the Rockefeller Foundation. At the same time, however, the
company shares attorneys with the Morgans.

Brown Brothers Harriman & Co. is a private bank, holding in trust
large investments for partners and clients. Its assets of a quarter of
a billion dollars do not measure its importance. “Imperial finance”
continues to play a large part in the Brown, Harriman operations.
It has a London affiliate, Brown, Shipley & Co., and represents a
number of the British insurance and reinsurance companies operating
in the United States. It is also closely connected with Scandinavian
concerns, including SKF Industries, American offshoot of the Swedish
ball-bearing company. It headed the syndicate which floated Nor-
wegian bonds here in 1955. Before World War II the Harrimans were
active in Soviet manganese, and later with Anaconda Copper, in
Polish mines and chemical works.

DILLON, READ & CO.

During the 1920’s Dillon, Read was second only to the House of
Morgan in floating foreign bonds. This type of business has declined
in volume, but Dillon, Read is still in it, as evidenced by its heading
the syndicate for the Malan Government’s Union of South Africa
bonds in 1955.

The firm devotes less of its resources than formerly to securities
underwriting, although it maintains important investment banking
accounts, specializing in major tire, textile, and finance companies.
Its main energies have been devoted to building up controlled invest-
Ments in the profitable oil industry. It acts as investment banker for
the Texas Co., the largest non-Rockefeller oil company, for Texas
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Eastern Transmission, second largest natural gas pipeline company;
and Union Oil of California, Jargest of the California “independents.”
Dillon, Read owns controlling shares in Amerada Petroleum, a “blue
chip” crude oil producer, and together with the Empire Trust Co.,
in Louisiana Land & Exploration, a similar concern. Dillon, Read
may well be the leading influence in this secondary New York bank,
since Dean Mathey, the bank’s chairman, is a former Dillon, Read
partner.

LEHMAN BROTHERS-GOLDMAN, SACHS
The Morgans, Rockefellers, Kuhn, Loeb, et al, marged the basic

industrial enterprises of the country into giant trusts. The same
tendency towards concentration made itself felt in light industry and
trade. But who was to bring together the retail merchants, the garment
manufacturers, and the cigar makers? The Morgans and Rockefellers
were not interested. The business was too small. And the proprietors
were not of the aristocracy but comparatively small capitalists, many
of them immigrants, many of them Jewish.

In the 19th century the firm of Goldman, Sachs grew as “note
shavers”—intermediaries between these companies and the banks. They
bought up their customers’ promissory notes and resold them to the
Wall Street banks.* The Lehman firm, starting as cotton bankers, also
developed contacts with many retail trading firms.

Following in the footsteps of the Wall Street giants, Goldman, Sachs
and Lehman Brothers began in 1906 to consolidate these enterprises
into large companies, with publicly-sold issues of stocks and bonds.
The two banking firms work as a team, with an agreed division of
profits.**

The most successful ventures have been in retail trade, where these
houses have had much to do with the concentration of trade in chains
of department stores and mail order houses. Once obtaining a position
in a retail company, they press for mergers and acquisitions. Thus
Goldman, Sachs became prominent in the finances of May Department
Stores and of Kaufmann, the large Pittsburgh department store. These
merged in 1946: “The May-Kaufmann deal in 1946 took the merchan-

* Goldman, Sachs continues this business, in its modernized form, as the largest seller
to banks of “commercial paper” for large corporations, mainly in consumers goods ard
appliances. But its modern importance derives from other activities characteristic of the
epoch of finance capital.

** The agreement was formally written down in 1926, abandoned in a dispute ten
years later, but revived in changed form in 1938.
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dising world by surprise. It was the biggest thing of its kind since
the twenties. Negotiations were conducted quietly and swiftly in the
New York offices of Goldman, Sachs. Spencer Shore, Goldman, Sachs’
deft and debonair merchandising expert, represented Edgar Kaufmann
in the conversations and ‘leaned over backward’ to dissociate himself
temporarily from his partner Walter Sachs, a May director since 1915.”°
By 1952 Lehman-Goldman, Sachs were investment bankers for
seven of the eight largest department store chains* owning 290 stores,
and selling $2.4 billion yearly or roughly 309 of all department store
sales in the country. They also represented some of the smaller chains.
Typically, Lehman-Goldman, Sachs hold directorates in these com-
panies, and in some cases large blocks of shares. They are the main
center of financial power of monopolized general retail trade.
Goldman, Sachs is also investment banker for Sears Roebuck, largest
of the mail order houses, but here the function has become mainly
technical. Financial control is in the hands of Chicagoans.
Lehman-Goldman, Sachs have attempted to spread their financial
influence and profitable connections in other directions as well. They
have gained the investment banking business of a number of important
manufacturing companies—B. F. Goodrich, General Foods, Continental
Can, National Dairy Products, Pillsbury Mills (flour), Endicott-
Johnson (shoes). These are mainly consumers goods companies, or—
as in the case of Continental Can—companies which depend on good
relations with food manufacturers and trading companies. They share
the investment banking business of other corporations, the most notable
being General Electric, where Goldman, Sachs appears as co-manager
with Morgan Stanley & Co. However, the general financial control
of General Electric by the Morgan interests is unchallenged.
_ Lehman-Goldman, Sachs attempts to establish positions in heavy
industry have not echieved major or lasting success. The group lost
control of the Sloss-Sheffield Steel Co. (since merged), during the
1930s. ‘Twenty years later it lost out in Studebaker, unable to operate
grogtably against the overwhelming pressure of General Motors and
ord.
) As against these losses, Lehman Brothers has established new heavy
mdfls.try connections of a secondary character,** and has important
Positions in two major arms manufacturers, General Dynamics and

» .
R The seven are Allied Stores, Federated Department Stores, May Department Stores,

CorI;;L Macy & Co., Gimbel Brothers, Inc., City Stores Co., and Associated Dry Goods

o i
Tl'aich:hman Bros. controls Flintkote Corp. (asphalt, etc.), Callahan Lead-Zinc, Fruehauf

> and Monterey Oil Co.
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Sperry Rand (it may be the leading financial force in the former).
It has influence in Climax Molybdenum, leader in production of that
metal,

During the past 15 years, this group has gained some new corpora-
tions as financial clients, and has lost others through mergers or
changed relationships in the controlling groups. Lehman Brothers
handled the financing for Burlington Mills, now the largest textile
fabric manufacturer. But the president of the company, J. Spencer
Love, was a Boston blueblood and preferred to deal with his “own
kind” In 1944 the company wrote Lehman Brothers “expressing its
dissatisfaction with being known as a Lehman company,” and trans-
ferred the business to Kidder, Peabody and Co.”

This incident illustrates the typical situation. The Lehmans and
Goldman, Sachs are not intimately connected with the controlling
sharcholders of large industrial corporations. They obtain investment
banking business from these companies as financial intermediaries,
able to obtain good terms. They are not in every sense “insiders,”
and can be dispensed with should the controlling group wish to
establish new ties.

Even in the case of the department store corporations and certain
others where the Lehmans and Goldman, Sachs are the bankers for
the large stockholders as well as their corporations’ financiers, their
control is limited. For in all cases they are dependent on good relations
with the great banks and insurance companies. The postwar acquisi-
tions and expansions of the retail chains required hundreds of millions
of insurance company and bank funds. The Morgan and Rockefeller
institutions appear regularly as suppliers of funds, stock transfer agents
and registrars for these companies. To a certain extent, the investment
bankers here are carrying forward in new conditions the role of inter-
mediary with the great banks, even though they themselves represent 2
merging of merchant and light industrial capital with financial capital.

During the 1920’s the light industry and trade capitalists tried to
establish their own great banking centers. Men connected with the
garment industry, real estate, and similar lines organized New York
banks which grew very rapidly during the “New Era.” Best known

of these was the Bank of United States, which reached peak assets
of over $300 million. Goldman, Sachs, through an investment trust,
bought 329 of the stock of the somewhat larger Manufacturers Trust.
A number of smaller banks were organized by similar groups.

However, the Wall Street circles would not accept these banks as
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“belonging.” They would not admit them to the New York Clearin

House. And when the crisis hit in 1929, the comparatively WeaI%
consumers goods capitalists felt its effects most rapidly. Depositors
shifted their bank accounts to the “regular” Wall Street banks. Durin

the last three months of 1930, the deposits of Bank of United Stategs
and of Manufacturers Trust fell by one-third in less than 3 months
while those of National City, Guaranty Trust, and Chase Nationai
rose rapidly.

Finally a “run” of small depositors began on the i
Stat-es. The Wall Street bankers met in coﬁference but%i?ti{se?iftg :;E;(:
to its aid, and in December 1930 it closed, ruining thousands of
small stockhelders. These had been sold shares, and were now forced
to pay an amount equal to their original investment under the double
indemnity provisions then applying. Marcus and Singer, the heads
of the. B:mk of United States, finally were sent to prisc;n for their
financial juggling, which was, of course, no different from that carried
out b.y the “respectable” bankers downtown.

T_hls accentuated the problems of other “uptown” banks: “The
d(.)smg of the Bank of the United States was followed by consi.derable
withdrawals of deposits from several other banks doing business with
a somewhat_szmilar type of customers in the same general localities.
There were indications that these withdrawals of deposits were accen-.
tuated by the circulation of false and malicious rumors.”**

. Instead of closin_g down the Manufacturers Trust, the Morgans and
'ockefellers took it over, buying the bulk of Goldman, Sachs’ control-
ling block of shares for $7.4 million. “Prominent ba:nkers” favored
the move, according to the New York Times, “since it placed workin
f:ontrol of thc. Manufacturers Trust Company in the hands of privati
lﬁl{l{tcrests long 1denFiﬁed with leading financial interests in Wall Street.”
r_h: ;Iarveyyf I;{ Gibson, Whg headfid the buying syndicate, came from
o cw:mor Trust Co., “prominently associated with the Morgan
erests.””® And the Rockefellers’ publicity man, Ivy Lee, was present
3‘-1 ati;he conference where the deal was announced.™® Gibson became
wasr;zzr::daxt];i ::;tg};ztn S. Jonas, the founder of Manufacturers Trust,
agilcrea{;‘er the sm?dl:f banks fell like ninepins, and the Manu-
for s liefs rust, now in “conservative hands,” was made the repository
el eir assets. IFs ‘branch network was extended, and its assets grew
. l'currei.lt $3 billion, as Wall Street took direct charge of financing
ight industry, trade and service companies of New York City.
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One bank of this group survived without cbvious change in control,
the Public National Bank. It was absorbed by the Bankers Trust
Co. in 1955.

The reader cannot fail to note that the bankers driven out of major
commercial banking positions were not only light industry and trade
bankers, they were Jewish bankers. Of course, the Morgans and
Rockefellers and others of the decisive oligarchy did not “crack down”
on these bankers solely or even mainly because they were Jewish.
They utilized the crisis to climinate or weaken would-be rivals who
were non-Jewish also—as for example the Insull group in Chicago.
At the same time, the persistence with which these wealthy Jewish
bankers have been kept out of control of major heavy industries and
New York commercial banks suggests anti-Semitism as a definite
factor. So does the contrast between the Wall Street treatment of the
jailed Moses and Singer, with that of Charles Mitchell of the National
City Bank, who was ruined financially and in reputation but was
staked to the wherewithal to become a millionaire again by J. P.
Morgan & Co. It is a well-known fact that many of the Wall Street
houses have a definite and rigid policy of excluding Jews from
partnerships.

In 1945 Drew Pearson revealed how the Paris branches of the Chase
National Bank and J. P. Morgan & Co. had helped the Hitler occupy-
ing forces in Paris. Morgan ez Cie. had written the Hitlerites, ciung
the Morgans' long record of anti-Semitism as proof of their ability
to do good business with the Nazis!™*

Of course, there is nothing remarkable about anti-Semitism  in
Wall Street. Racism of all kinds is a virtually universal characteristic
of big capitalists. And the anti-Semitism of Wall Street cannot even
be compared with the intensity of its white supremacy practices, which

wholly exclude Negroes from positions of power in finance and
industry—practices, it must be noted, of which the Jewish bankers are
equally guilty.

The anti-Semitism of Wall Street, unlike that of German fascism,
has not aimed at genccide. It has had the limited objective of keeping
the Jewish bankers “in their place” as intermediaries with the world
of trade and light industry, a rele from which the top oligarchy also
derives substantial profits.

On the other hand, the reaction of Jewish bankers and capitalists
to this anti-Semitism, as well as to their specific interests in trade and
consumers goods, has had significant effects on the political life of

the country.
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In .1934 Lehman Brothers made another try to obtain a major com-
mercial banking position when they bought from the Rockefeller
interests 209 of the shares of the Corn Exchange Bank. However
this did not lead to Lehman control of the Corn Exchange, which,
later was merged into the Chemical Bank. The Lehmans control a
small bank, the Trust Co. of North America, and may have a com-
manding position in substantial suburban banks.*®

Goldman, Sachs organized several investment trusts in 1929, selling
hundreds of millions in shares. These collapsed during the crisis.
Goldman, Sachs claimed it lost $12 million. This was a trifle compared
to the hundreds of millions lost by its clients, and must be balanced
against the profits Goldman, Sachs derived from the promotion and
management of the investment trusts.

The Lehman investment trust, Lehman Brothers, had a different
outcome. It was one of the most successfully managed trusts, and
occupies a leading position today. The Lehmans also control, together
with .Lazard Fréres, another substantial investment trust, General
American Investors. Combining the holdings of these trusts with those
of the Wea‘lthy private clients of Goldman, Sachs and Lehman Brothers
an.d certain ‘a‘llied houses, these firms have acquired a significant
minority position in many leading wtility and industrial corporations—
notably the Electric Bond & Share group of utilities. Indeed the
Lebman and Seligman interests, taken together, effectively share with
the Morgans control of this utility group.

The Lehmans are interrelated with the wealthy house of Wertheim
& Co., and also associated in some enterprises with Lazard Freres,
controlled by the French banking house of the same name.

These four firms had a combined capital of almost $50 million at
the ex}d of 1954, a very substantial sum for investment banking
operations.’®

In the past, the principal law firm of both Goldman, Sachs and
i«ecilur::an Brothers was the ubiquitous house of Sullivan & Cromwell.
™ an Brothers, however, now uses in its underwritings Simpson,

acher, & Bartlett, the law firm of Electric Bond & Share.

OTHER LARGE NEW YORK BANKS

E:C'Eur other Ncw quk banks, Manufacturers Trust, Chemical Corn
T oféng;, Marine Midland 'C0rp., and Irving Trust, appear in the
abo the 20 largesF ban.ks in Chapter IV. Little is known publicly

ut their ownership. It is possible that the owners of Chemical Corn
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Exchange and Irving Trust, like Manufacturers Trust, include group-
ings of the leading Wall Street interests—the Morgans, Rockefellers,
and National City Bank. At any rate, they function as secondary
institutions, despite their size (Manufacturers Trust and Chemical
Corn Exchange, with over $3 billions of assets each, are fourth and
sixth largest banks in the country). They serve as depositories for
many secondary enterprises and individuals, besides sharing the de-
posits of the large corporations. They do not have large trust accounts,
nor control investment banking houses, investment trusts, or insurance
companies—with the exception of the Home Insurance Co., which is
controlied by Manufacturers Trust and Chemical Corn Exchange
Bank. Thus they have little basis for acquiring controlling positions
in large corporations.

So these banks appear as junior participants in lending syndicates
organized by the top financial concerns, and as adjuncts of these major
groups to handle the financial controls over secondary and local

enterprises.

CHAPTER XI

DuPont, Mellon, and Beacon Hill

THESE THREE EMPIRES have headquarters outside of New York City
but are so intertwined financially with the New York centers tha;
they are really part of the Wall Street oligarchy, as are the Philadelphia
bankers.

Tl-le du Ponts of Delaware and the Mellons of Pittsburgh are clans
hol‘dmg‘enormous blocks of shares in great corporations and consti-
tuting tightly knit, firmly held centers of control. With the Rocke-
fellc;s, th;y are thg wee;lthiest families in America. The Boston group
consists of a number of aristocrati ilies— 1
T Sl o aritoer ¢ families—Cabot, Lodge, Coolidge,

The du .Ponts and Mellons own basic industrial trusts which have
f:xpanded in economic importance in recent decades, with correspond-
Ing growth in their power. The Boston influence historically has been
in secondary industries, international trade and investments. Its inde-
pendent position has been weakened.

p All three of these groups have especially intimate ties with the two
ominant groups of Wall Street: the du Ponts with the Morgans; the
Meﬂons with the Rockefellers; and the Boston aristocrats origil,lally
with the Morgans and now even more closely with the Rockefellers.
Ecse relations involve a certain degree of financial dependence on
o tﬁﬂt of the du Ponts gnd the Mellons, and definite subordination
s e part of the Bo§ton1ans. The families of the Philadelphia Main
and ’f prol?ably ‘Wealthler than the Bostonians, have less independence,
unction virtually as a suburban branch of the Morgan interests.

THE DU PONTS

After Pierre Samuel d
Lite: u Pont de Nemours narrowly escaped the
8uillotine during the French Revolution, the family came to }X)merica

189
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and established themselves as powder manufacturers under the still-
extant company mame, E. I. du Pont de Nemours & Co. Their first
big order was to supply Napoleon in his vain attempt to crush
Toussaint L’Ouverture and the people of Santo Domingo, and the
next was for the first aggressive war of the United States—against
the so-called “Barbary pirates.”

For over a century this company flourished as the leading powder
manufacturer in the United States. But the du Ponts did not become
prominent in American financial affairs until after the first World
War which, with its unprecedented use of ammunition, brought them
fabulous profits. When hostilities ceased, they obtained control of the
forfeited German chemical patents. As the United States shifted
from an importer of chemicals to the world’s leading producer,
du Pont became dominant in the mushrooming new industry. They
used their confiscated patents and applied wartime profits for the
purchase of existing companies.

E. L. du Pont de Nemours & Co. became the largest chemical
company in America, and since World War II the largest in the
world. Moreover, it has expanded into the wide variety of fields—
some totally unrelated to others—which constitute the loosely bounded
chemical industries of the present period. For example, the largest of
du Pont’s ten operating departments is that engaged in the manu-
facture of synthetic textile fibers. Explosives, the original foundation
of the du Pont empire, has receded in importance, being exceeded
in volume by several of the other departments.

At that, this $2-billion corporation has been outstripped several times
over by a later acquisition of the du Pont family. They used $49 million
of their World War I profits to buy a leading position in General
Motors, the most profitable corporation in the world. Under du Pont
control, GM’s share of the growing United States passenger car
industry has increased from less than 20% to more than 50%. With
the top position in Canada and Australia, and substantial output in
Germany and England, GM produces more vehicles outside the
United States than any other company of any nationality. In 1955 its
workers turned out 5,030,994 vehicles. That exceeded the highest
number ever produced in any year before 1950 by all other private
companies in the world combined.

The immense pressure of GM financial resources and alliances, and
the use of its buying power to force lower prices on suppliers, has
annihilated or subdued almost all competitors in passenger cars an
motor trucks. But since 1940 GM has become much more than an
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automobile producer. It has taken over the motor bus industry (80%
in 1955) and the locomotive industry (76% in 1955).*

It is one of the big three in airplane engines, a leader in earth-
moving equipment, and the largest maker of household electric re-
frigerators. It is rising also in other types of houschold equipment.
Using $800 million of governmentfinanced facilities, GM was the
largest arms contractor in World War II, and during the Korean War.
In short, this most profitable single corporation is the “General
Monopoly” of motorized equipment. Nor is that all. Its main financial
subsidiary, General Motors Acceptance Corp. is the largest finance
company in the country.

GM’s size and the variety of its operations create an irresistible
momentum for further growth at the expense of rivals in any chosen

field.

It is worth quoting at length from a Senate Committee report:

-R?ilroads which were purchasers of buses and locomotives were also benefi-
ciaries of General Motors” freight shipments. It was claimed that railroads
“naturally” favored such a good freight customer in making their own purchases.
The tremendous financial resources of both General Motors and GMAC, which
were deposited in banks in 157 cities throughout the United States, gave it great
influence. GMAC is also a good customer of banks, having borrowed up to the
lc‘gal limit from almost every major bank in the country. It was claimed that
directors of banks who also served on the boards of bus purchasers were inclined
to favor General Motors over its competitors. Both in buses and diesel locomotives,
there was evidence that reciprocity gave General Motors advantages.

General Motors has undoubtedly facilitated the sale of its products through its
financial affiliates, GMAC and YMAC. None of its competitors are so situated.
Thus, General Motors has at its disposal the means, through its financial affiliates,
of underwriting market expansion, a method not available to competitors.?

Here is a single corporation with 1955 sales of $12.4 billion, assets
of over $6 billion ($10 billion including the finance subsidiary),
624,000 employees, profits of $25 billion before income taxes, and
$1.2 billion after taxes. ’

Tl'le apologists for this monopoly claim that.it serves the public by
Passing on to the users of its products the benefits of improved
technology. Suffice it to say that between 1929 and 1956 the price of
automobiles increased roughly four times, while that of all commodi-
tes generally merely doubled! Of course, the quality is improved.

Ut one /4as to buy the 1956 car, not the 1929 car; one Aas to pay

- the multiplied price, and help GM realize its eight-fold increase in

pr;)\ﬁts befp{e taxes (five-fold after taxes) over the 27 year interval
R additional du Pont acquisition was US. Rubber, one of the
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Big Four tire companies. The three industrial giants of the du Pont
empire have unusually close ties—du Pont, for example, supplies all
of the paint for GM—and so the growth of each improves the position
of the others.

These big three of the du Pont empire are linked financially by
massive blocks of stock. The du Pont family, in 1939, controlled 44%
of du Pont Corp. shares, and 16% of US. Rubber Co. shares, and
there is no reason to think that this has been reduced.® The du Pont
Corp., in turn, owned and still owns 23% of all GM stock, in addition
to shares owned by family members individually or through their
holding companies.

Certainly this combination is a natural target for anti-trust activities.
A Senate Committee in 1949 listed 19 cases in which the du Pont
Corp. had been a defendant. (There have been more since). But the
anti-trust cases are mere pinpricks. The total fines levied against all
of the defendants in the 19 cases were $95,500, equal to the profits
made by GM in 42 minutes.* A later Congressional report aptly com-
mented: “The ineffectiveness of the anti-trust laws and enforcement
is evidenced by the fact that although General Motors and GMAC
were found guilty of violation of the anti-trust laws in 1939, nothing
was done to separate them so as to deprive General Motors of this
competitive advantage.”®

The du Ponts also have a major stake in the aircraft industry. Prior
to World War II GM was a leading factor in the then small aircraft
manufacture and transport business. Pursuant to New Deal legislation,
it had to dispose of most of these properties. However, it retained the
Allison Division, a leader in aircraft engine manufacture. And North
American Aviation, one of the two airframe companies derived from
the former GM holdings, is stll dominated by the du Pont interests,
as Bendix Aviation, another GM offshoot, may be. Thanks to the
manifold multiplication of the aircraft industry’s scope, the du Ponts
derives much greater profits from it than during the 1930’s.

Among the financial institutions, the du Ponts have control of the

Wilmington Trust and the Delaware Trust, the two main banks
of Delaware; of a life insurance company, Continental American;
and of several family investment and holding companies, the most
important being Christiana Securities Corp. They apparently retain
leadership in the $2-billion auto industry bank, the National Bank of
Detroit, which is still dominated by GM men. The du Poats control
an important brokerage house, Francis I. du Poat & Co, which
following recent mergers has the second largest number of branches
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in the United States. They also control Laird & Co., a Delaware house
and United Funds, an investment trust. ’

Th-c companies of the $13-billion du Pont empire, with their assets
are listed in Appendix 11. This list excludes the substantial banking,
real estate, lumber, and railroad properties of the Florida branch of’
the family.®

The assets of tndustrial companies controlled by the du Ponts are
half those of the Rockefellers, and two-thirds those of the Morgans
But .the du Pont companies have extremely high rates of proﬁts.
rclatlvc.to assets and to capital. To an exceptional extent, the du Pont;
run thc%r companies personally, and act as their own managers. Almost
every director of the du Pont Corp. is a du Pont by birth or marriage
as are many of the executives. A half dozen du Ponts grace the GM’
board.

Du Pont power, already vast, is growing as rapidly as that of any
oth.cr plutocratic family. They are perhaps the most brazen in flauntin
their power. Their aide John ]. Raskob boasted: “The du Pont groug
controls a larger share of industry, through common stock holdingf
-than any other group in the United States. There is no group includ:
mg'thc Rockefellers, the Morgans, the Mellons or anyone élsc that
begins to control and be responsible for as much as the du Pont
Company.”’

In 1?42 Lammot du Pont told his big business associates how to
deal with the government in wartime: “Deal with the government
and the rest of the squawkers in the way you deal with a buyer in a
s;:l.lcr’s market! If the buyer wants to buy, he has to meet your
price. . . . They want what we've got. Good. Make them pay the

“price for it. . . . And if they don’t like the price, why don’t they think

it over?”®

Durmg the 1930°s the du Ponts were leaders in the big business
war against 'labor. They were (and still may be) the dominant force
n the. National x?xssociation of Manufacturers. It was more than
:Ym'bohc that the titanic struggle of the United Automobile Workers
ofall;l;; General Motors culminating in the victorious sit-down strike
n A —37 opened the floodgates for the organization of basic industry
i erica. Bu_t the du Ponts have succeeded in keeping their chemical
- fhrc non-L‘l‘mon, as‘havc also most other chemical companies. The

cthods of “paternalism” have played a part here. More important

been the du Pont policy of expansion in the low-wage, Jim-Crow

-South. All eight of the plants in the textile fibres department, which

as :
the largest sales, are in southern or border states, as are four out



194 THE EMPIRE OF HIGH FINANCE

of six polychemicals plants. By 1950, half of the company’s plant in-
vestment was in the South.

In addition to leading the fight against labor, the du Ponts during
the 1930's were the major backers of the pro-fascist movements of
that decade—the Liberty League, the Crusaders, etc. They were the
largest financial contributors to the Republican Party in the anti-
Roosevelt campaigns.

However, the main issues facing the country have changed to those
involving war and peace, affecting the du Ponts in a new way.

This clan is the example par excellence of the war-made billionaire.
Its entire history, through the First World War, was based on war.
But as a result of its diversified expansion since that time, du Pont
fortunes are no longer specially tied to war. Indeed, their fabulous
monopoly position is primarily in consumers goods (autos) and chemi-
cal products for civilian markets (synthetic fibers). The traditional
explosives of E. I. du Pont de Nemours Corp. are no longer a major
jtem in armament procurement. Much publicity has been given to
GM’s wartime arms contracts. But by 1955, despite the $40 billion
military budget, only 7% of GM’s business was in armaments.

Of course, the du Ponts have gained many billions from recent wars.
Their peacetime profits were helped by the wartime gains of the
United States. The remaining military business of GM is not exactly
insignificant. They control a major aircraft company, and their hidden
profits from operation of atomic weapons facilities are substantial.

But on the whole, their relative involvement in armaments is less
than that of some other groups, and some of the glitter of arms profits
is lost by virtue of the corporation taxes associated with high military
budgets—the du Ponts do 7ot share significantly in the special tax
concessions of the oil and mining interests. And their foreign invest-
ments are mainly in the more developed capitalist countries, rather
than in the seething areas of former and present colonial rule.

Consequently the du Ponts have been superseded by others in lead-
ing the aggressive, militarized policies characteristic of big business

today.

DU PONT-MORGAN ALLIANCE

Coming to the fore later than others, the du Ponts were unable
to gain control of major Wall Street banks and insurance companics.
Even their fabulous industrial profits are not enough to finance the
capital investments required for GM and du Pont to grow as they
have, and outside help is required.

DU PONT, MELLON, AND BEACCN HILL 195

This began in the economic crisis of 1921, when GM lost $39 million
and its reserves were wiped out. The du Ponts turned to the House
of Morgans for aid. The Morgans issued about $100 million in’ securi-
ties to stabilize GM’s finances and to buy out William C. Durant,
who had shared control with the du Ponts. '

This alliance has lasted through the decades, with GM now the
largest single area of Morgan financial activity, and with Morgan
raising the funds which made possible GM’s huge profits. Similarly, the
House of Morgan has floated du Pont Corporation’s security issues
and a Morgan bank, Bankers Trust, is its main fiduciary. This bank
serves the same function for U.S. Rubber, and the Morgan lawyer,
the Iate John W. Davis, was its general counsel. Kuhn, Loeb, however,
has been investment banker for U.S. Rubber.

Through this alliance, the du Ponts have established their major
international cartel arrangements with the British chemical trust.
More than half of the GM shares sold by the Morgans in 1921 were
bought by Explosives Trade Ltd., the company of the British Nobel
interests. This community of interest between the du Ponts and the
Nobels spread to broader fields as the former became the dominant
factor in the American chemical industry and the Nobel firm became
the core of the British chemical trust, Imperial Chemical Industries.
With this growth the two concerns formed a “Grand Alliance.” They
shared patents and processes, and agreed on a division of all world
markets, covering “virtually all chemical products manufactured by
b.oth. ... Du Pont and ICI have abandoned all pretense of business
rivalry in numerous major foreign markets, including Canada*
Argentina, and Brazil. There they do business as a single, unified
concern through jointly owred local companies. . . . they have suc-
ceeded in cartelizing these tributary chemical markets, thanks to their
combined power and prestige.”®

Through ICI, du Pont was also effectively connected with I. G.
Farben, the great German chemical combine, and the three divided
the world chemical markets. The specially intimate du Pont-ICI link
Wwas a significant item in the net of industrial and financial alliances
linking the Morgans and associated American interests with British
fmancc capital; which remain a significant factor in world inter-
ll_npe_rialist relationships. Alongside of this, there are a number of in-
dications during the postwar period of an especially intensive develop-
ment of connections between the Rockefeller-Standard Oil interests
and West German finance capital.

*
Ca In. 1954, pursuant to a U.S. anti-trust verdict, the two were forced to split their
nadian holdings.
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THE MELLONS OF PITTSBURGH AND KUWAIT

Pittsburgh, the Ruhr of America, produces within its boundaries
and nearby counties one-fourth of the country’s steel. It also leads in
production of bituminous coal, and of the commodities used in steel
production—coke, refractories, and metallurgical lime. Specializing in
the heaviest, most vital industrial equipment, it is first in steel mill
equipment, and second in electrical equipment. The overwhelming
concentration on heavy industry is illustrated by the fact that 82%
of the manufacturing workers are in durable goods industries.”

Time writes: “In the 20th Century as in the 19th, Pittsburgh was
ruled by money and steel, and by people bearing the names of Frick,
Carnegie, Mellon. . . .” The magazine describes how these allies com-
bined to rule labor, ruin farmers and small businessmen. Frick “armed
his agents with coke forks, kitchen knives and flintlocks and subdued
rebellious labor. The Mellons fought the battle from their bank. The
Mellons were never engineers, chemists, inventors, or even builders.
They were moneymen.” Thomas Mellon “knew all the laws on fore-
closures and he traded in other men’s recklessness.” ™ :

The moneymen came out on top in this equation, becoming the
main financial center of the heavy industries of Western Pennsylvania.*

Thereafter the Mellons ruled Western Pennsylvania with the aid of
the violent and almost feudal methods of the old steelmasters.
Through the 1930’s the company towns of Pennsylvania were par-
ticularly notorious. The CIO and the New Deal modified this, but
during the postwar decade Mellon’s domain has again appeared as a
stronghold of reaction, in the spirit of the time, the anti-Communist
crusade.

The financial capitol of the Mellons is the Mellon Nationa! Bank
& Trust. By the 1920’s it dominated most of the banks of Western
Pennsylvania, and after World War II directly absorbed 31 of them,
thereby rising from 21st to 11th in size nationally. Through financial
relationships, the Mellons control outright or direct the affairs of
the leading companies in manufacture of coke ovens (Koppers),
refractories (Harbison-Walker), and high-alloy steels (Crucible and
Allegheny Ludlum). They share with the Hanna-Mather interests

* The Hillman family, which controls The Peoples First National Bank and Trust Co.
Pitsburgh Steel, and other heavy industry enterprises, is the second-ranking Pittsburgh
interest. The Hillman empire is a sort of junior edition of the Mellon's. While the two
have interlocking interests, as in the Fidelity Trust, by and large the Hillmans appear to

maintain an independent position,
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control of the largest non-captive coal company, Pittsburgh Con-
solidation. The fourth largest steel manufacturer, Jones & Laughlin,
is within their sphere of influence.

Probably no other group equals the Mellons in controlling the
manufacture of equipment for heavy industry.

With the Hillman interests, the Mellons share the manufacture of
basic steel industry equipment, the latter dominating Mesta Machine,
the former at the helm of United Engineering & Foundry.

US. Steel, the largest steel producer in the Pittsburgh area and
nationally, is still dominated by the Morgan interests. But U.S. Steel
must come to Mellon companies for coke ovens, rolling mills, and
refractories. '

National Supply Co., one of the two leaders in oilfield equipment,
is in the Mellon sphere. So are Pullman, Inc., first ranking company
in railroad equipment, and Blaw-Knox, maker of equipment for steel
mills, and for chemical, petroleum and other industries. The Mellons
share with the Rockefellers control of Westinghouse Electric, second
to G.E. in electrical equipment (see Appendix 12).

In most of these heavy industry enterprises, the Mellons have acted
as bankers and acquired shares in what were originally family com-
panies of the Pittsburgh steelmasters. This is the original source of
Mellon power.

ALUMINUM

'Using local industry as a base, the Mellons have struck out in other
d}rections, without their Pittsburgh associates. The clan’s present-day
billions are mainly in aluminum and oil. Aluminum Co. of America
(Alcoa) and Gulf Oil have been held by the Mellons with solid blocks
of stock comparable to those of the du Ponts in their chemical
company. Prior to World War II, Alcoa was the only domestic pro-
ducer of primary aluminum, and its Canadian affiliate, Aluminium
Ltd.,.was a leading worldwide producer. The demand for aircraft
aluminum in World War II revolutionized its role in the economy.
From an element used only slightly, and mainly in such commodities
as pots and pans, aluminum became a major metal, used not only in
al‘m'aments, but increasingly in automobiles, construction, electrical
€quipment, and many other basic industries. Between 1938 and 1955
US. production of aluminum multiplied 11 times.

In many areas aluminum is displacing copper, and less conspicu-
ously, steel. American Telephone & Telegraph is substituting the light
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metal on a large scale; power companies are installing long distance
transmission lines of aluminum, sometimes scrapping existing copper
lines.

The dominance of the Mellons in aluminum leads to the increase
in their overall position, especially in relation to the Morgans, who
lead in steel and copper. In 1955 the assets of U.S. Steel were still
almost double those of the Mellon aluminum companies, and profits
more than two and one half times as great. But the stock market
operators, who deal in expected future profits more than in immediate
returns, valued the shares of the Mellon aluminum companies at
$3.7 billion (as of April 30, 1956), within 5% of the market valuation
of US. Steel shares, and two and a half times the market valuation
of Kennecott Copper shares.

The recent appearance of competition in U.S. aluminum is largely
illusory. Following its World War II expansion to major industry
status, American anti-trust traditions required the ending of the one-
company status. Under pressure from the Roosevelt Administration,
the Mellons had to agree to the establishment of two other producers,
Kaiser and Reynolds.

However, the fixed price, with Alcoa the “price leader” is firmly
held. The Mellons and Kaiser, especially, have had intensive financial
relations from the start of the latter’s aluminum venture. Seemingly,
then, cartel-like arrangements are unusually strong in this industry.
In one respect, Alcoa gained from the establishment of the new com-
panics. These, seeking markets, have most actively engincered new
uses for the metal, in which Alcoa has participated after its rivals
opened the door.

World-wide, the Mellons now have a grip on this new metal that
is unsurpassed in any product of comparable importance.

At the end of 1955 their companies had a combined capacity of
1,454,000 short tons of primary aluminum, including 449% of the U.S.
capacity, all of the Canadian capacity and part of that in Brazil, Italy,
Norway, Sweden, Japan, and India—besides fabricating plants in other
countries. The Mellon companies’ capacity equalled 48% of the world
total, excluding socialist countries. Prior to World War II Germany
led in aluminum production, but now the United States has more
than ten times the capacity of West Germany. The Mellon companies
alone produce more than twice as much aluminum as all other non-
socialist companies of Furope and Asia combined. So rapidly has the
use of the metal grown that they produce more today than the entire
world did as recently as 1949.**

The key raw material for aluminum is not the mineral, bauxite,
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which is relatively plentiful. It is electric power, consumed in enormous
quantities in aluminum production. Thus England, without hydro-
power and short of coal, cannot become a major aluminum producer
and must import most of its supplies from Mellon’s Aluminium Ltd.

The Pittsburgh plutocrats have based their aluminum development
on direct ownership of all electric power requirements. Thus, the
Duke family of North Carolina became large Alcoa stockholders
through the sale of Canadian hydropower facilities to the Mellons.
Alcoa has its own power installations, either water power or steam
power, near each of its aluminum smelting plants. And at its new
Texas plant it owns natural gas wells to supply the fuel for the power
plants, with Mellon’s Lone Star Gas Co. in a position to make up
any deficit.

Altogether, the Mellon aluminum companies own power capacity
exceeding the national totals of such countries as Australia, Brazil,
or Spain.

A 14-year anti-trust suit ended in 1951 with a court decree forcing
stockholders to dispose of either their heldings in Aluminium Ltd.
or Alcoa. However, it allowed ten years for this, which leaves ample
opportunities for new arrangements. And 14% of the Aluminium,
Ltd,, shares, belonging to the Mellon, Davis,* and Duke families, were
excepted. This block is sufficient to insure retention of effective control.
The president of Aluminium Ltd., Nathanael V. Davis, is nephew
of the Alcoa chairman, and Aluminium Ltd. sells Alcoa about one-
fifth of its total ingot production each year.

But a doubt arises for the future because Mellon shares in Alumi-
nium Ltd. are now voted by court-appointed trustees, headed by the
Chemical Corn Exchange Bank of New York. Either the Melions
must come to some understanding with the bank (if they have not
done so already), or face the possibility of a fight for control at some
future period. In any case domination will remain within the Wall
Street framework and will not go to Canada, since 75% of the stock
of this Canadian company is held in the United States.

OIL

Early in the 1900s, the Mellons bought out the prospector and
Promoter who had developed the fabulous Spindletop oilfield of Texas.
From this commodity the Mellons derive even larger profits than
from aluminum, although their position does not approach that of

h_'Arﬂ"xur V. Davis was Mellon’s close aide in promoting and managing Alcoa, and
15 family owns about one-third as many shares as the Mellons.
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the Rockefellers. The Mellon corporation, Gulf Oil, is one of the
big seven of the international oil cartel. Its foreign holdings have
expanded most rapidly since World War I1. In 1946 Gulf produced
87 million barrels of crude oil in the United States, 35 million barrels
elsewhere. In 1955 it produced 98 million barrels in the United States,
252 million barrels elsewhere.** Among U.S. companies, Gulf is now
second only to Standard Oil (NJ) in foreign production.

In this amazing growth, the Mellons have been accidental bene-
ficiaries in the attempts of the Iranian people to reclaim their own oil.
In the share out of Middle Eastern petroleum, Gulf Oil obtained the
concession in the sheikdom of Kuwait, in a 50-50 partnership with
the British Anglo-Iranian Oil Company (now British Petroleum Co.).
The British, politically controlling Kuwait, were able to dominate the
affairs of the joint enterprise. They kept output low, depending instead
on their Iranian oil. But when the Iranian oil was nationalized,
Kuwait became Anglo-Iranian’s main source. Production multiplied,
and by 1953 rose to first place in the Middle East.

It has continued to increase, and, in addition, Gulf Oil obtained
7% of Iranian output in the resharing of that country’s oil after the
downfall of Mossadegh (see Chapters XV and XVII).

With the added profits and supplies of crude oil from Kuwait, Gulf
in 1956 inaugurated a major domestic expansion. By March 1956, it
was importing into the United States almost as much as Standard of
New Jersey, and buying up East Coast service stations to provide
outlets.

Crude oil being the main thing, local companies with dwindling
reserves fell into the hands of Gulf. Most important was Union Oil
of California. In exchange for Kuwait crude and $120 million of
Mellon cash, this largest of the California independents turned over
the equivalent of a 224% interest. According to Business Week, “Wall
Streeters are putting it down as a ‘slow merger’.”™

Other profits were used to purchase the $150-million Warren
Petroleum Co., an Oklahoma natural gas producer. Control of ex-
tensive Canadian reserves was parlayed into 609 ownership of British
American Oil Co., a Canadian combine with 7,000 retail outlets.

Gulf has also expanded in petrochemicals. Its joint company,
Goodrich-Gulf, now owns more synthetic rubber capacity than any
other concern in the world.

It is difficult to overestimate the importance of Kuwait in the post-
war growth of Mellon power and wealth. Smaller in area than Massa-
chusetts, and with fewer people than Fort Wayne, Ind,, this princi-
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pa.lity has more known oil underground than the entire United States
of America. From its share in Kuwait's wealth Gulf Oil derived a
profit of over $160 million in 1955, which amounted to about 409%
of its profits from all sources.* This profit from Kuwait rises rapidly
ear after year.

While Gulf Oil’s stake in the Middle East is less than that of the
Standard Oil companies, taken together, its relative dependence on
the Middle East for rapid profit growth is greater.

American foreign policy is deeply involved in the struggle between
the major international oil companies and the peoples of the Middle
East. There can be little doubt as to the foreign policy favored by the
Mellons—retention of private foreign ownership of that oil at all costs.

The community of interests with the Rockefellers in this respect
is obvious, and there has been a corresponding cementing of eco-

-nomic ties.

MELLON ALLIANCES

Relations between the Rockefellers and Mellons are characterized
by a growing and unusually close alliance, even closer than that of the
Morgans and du Ponts. Through this alignment the Mellons obtain
protection from any squeeze by Standard Oil against their world-wide
oil operations, and gain the immense backing of the Rockefeller-
controlled financial institutions. The Rockefellers, in turn, obtain a
guarantee against Mellon attacks on their oil positions, general co-
operation in economic and political affairs, and a favored position in
access to the basic metal industries in which the Mellons hold such
a strong position, but in which the Rockefellers are comparatively
weak.

This is a pronounced shift from the situation existing before World
War II. At that time the Morgan banks supplied the main financial
backing for the heavy industry companies in the Mellon sphere of
influence. Richard Beatty Mellon, president of the Mellon National
Bank in 1933, sat on the Board of Morgan’s Guaranty Trust, while
Morgan men were numerous on the Board of Pullman.

Bond and stock issues of the Mellon companies were handled by
their own Mellon Securities Corp., an affiliate of the Mellon National
Bank. But the Morgans with their great reserves were the ultimate
bankers,

* As calculated in oil industry circles, not in the published reports, where total profits
are set lower for tax purposes.
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The Mellon interests have not abandoned all ties with the Morgans.
Morgan banks continue to perform fiduciary services for a number
of Mellon industrial firms. The Pennsylvanians retain strong secondary
positions in such Morgan companies as Niagara Mohawk Power
and American Brake Shoe. And Morgan influence is significant in
Goodrich, with which the Mellons jointly hold synthetic rubber fac-
tories. But the closest ties—as in Pullman, Inc, and in the Guaranty
Trust directorate—have been broken. And in their postwar expansion,
the Mellons have worked with the Rockefellers.

This shift was made possible by the increase in Rockefeller financial
power to approximate parity with that of the Morgans. The logic of
it became apparent, as already noted, when the center of gravity of
Mellon super-profits shifted to foreign oil.

Even before World War 11 there were important connections be-
tween the two groups. They worked together in the international
oil cartel. They were the leading forces in Westinghouse Electric.
Standard Oil families were joined with the Mellons” Koppers Co. in
railroad and utility enterprises.

A major feature of the new postwar alliance was the 1946 merging
of Mellon Securities into the First Boston Corp., investment banking
vehicle of the Rockefeller and Boston interests. Subsequently, almost
all the investment banking business of the main Mellon companies
has been carried out by First Boston. And the Rockefeller insurance
companies have poured hundreds of millions into Mellon enterprises.
For example, the Equitable Life Assurance Society financed the $50-
million group of office buildings with which the Mellons have re-
furbished Pittsburgh’s “Golden Triangle.” Aside from this, at the end
of 1953, Metropolitan and Equitable had outstanding $488 million
in major loans to Mellon companies (as against $66 million by Pru-
dential and New York Life, the Morgan companies).*® J. Frank
Drake, retired chairman of Mellon’s Gulf Oil, links the boards of the
Chase Manhattan Bank and the Mellon National Bank & Trust Co.
The latter is a participant in the Chase-headed American Overseas
Finance Corp.

Parallel with the First Boston deal, certain insurance interests of
the Mellon-Boston-Rockefeller complex were brought together. This
and the other interrelations of these groups are shown in Chart V.*

* While the most vital holdings were brought together, there was a regrouping of
lesser industrial properties. The main Koppers railroad and utility properties have been

ceded to Standard Oil men, while the Rockefeller coal properties have been merged into
the Cleveland-Mellon controlled Pittsburgh Consolidation Coal Co.
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The Mellons are junior partners of the Rockefellers in this alliance,
but they have not merged into the stronger circle. Whether the two
will come still closer together, forming a single superempire, or
whether conflicts of interest will arise and break up the alliance,
remains for the future to tell.

THE BOSTON FINANCIERS

“And this is good old Boston
The home of the bean and the cod
Where the Lowells talk only to Cabots
And the Cabots talk only to God.’

—Joun CorLins Bossipy, 1910.

The Proper Bostonians are the oldest group of traditional aristocrats
in the United States. A few families, descendants of early arrivals,
intermarried through many generations. Theirs was a leading position
in commerce and government in the early history of the country.

The Boston patricians were “pioneers” in overseas expansion from
the colonial days when the merchants handled the African slave trade
and dealt in West Indian produce. They led in the formulation of the
aggressive philosophy which justified the Spanish American War, the
conquest of the Philippines, and the “Big Stick” policy towards Latin
America. The First National Bank of Boston established branches in
South America and Cuba, and the Bostonians acquired control of the
economies and governments of Central America through their trading
company, now known as United Fruit.

At the same time, the First National Bank of Boston, together with
secondary institutions, became the financial center for the industry of
Massachusetts and northern New England.

However, the Boston capitalists lacked control of the basic industrial
resources necessary to achieve a major position. There are neither
basic steel mills nor oil wells in New England. And the Bostonians
were unable to obtain control of these elsewhere. The principal in-
dustries of New England became less important as the predominance
of heavy industry increased. The movement of textile and other light
industries to the South often involved corporate reorganizations. Back
Bay bankers remain in control essentially of the rump of the textile
industry, the high quality mills remaining in New England. The
companies making machinery for light industry have also stagnated.

The United Shoe Machinery Co., 2 Boston concern, which dom-
inates the manufacture of the shoe machinery in the United States
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and many other countries as well, ranked tenth in profits among U.S.
industrial corporations in 1907.*" In 1954 it ranked 178th.*®

American Woolen, the famous Boston-controlled woolen goods
Jeader, has passed out of existence (see Chapter VI).

United Fruit has fared better. But oil and metals, not bananas and
sugar, are the key commodities of the present period in international
investments. United Fruit cannot compare with the giants of inter-
national oil, and is smaller than the U.S. copper companies operating
in Chile and other foreign countries.

Today not a single one of the 100 largest non-financial corporations
is controlled by the Boston financiers. Of the 500 largest manufacturing
corporations in 1954, only four were Boston-controlled.*

The really large-scale manufacturing enterprises in New England
are controlled by Wall Street interests. Examples are the plants of
General Electric and the Bethlehem Steel shipyard. Ownership con-
trol of the largest utility, New England Electric System, is essentially
divided between Morgan and Rockefeller associates, although local
bankers control Boston Edison.

Meanwhile, the decline of industry in New England played havec
with the lives of the people. The workers had to endure long spells
of chronic unemployment, even in recent boom periods. Wages fell

- considerably below the levels of the main industrial centers.

As shops ran away, Boston aristocrats turned their eyes more and
more to foreign sources of profits. All of the production of United
Fruit, the largest Boston-controlled industrial corporation, is in Latin
America. More than half of the employees of United Shoe Machinery
and of Gillette, as of 1952, were in foreign countries.

Since World War II, the Massachusetts magnates have attempted
to recoup their domestic position with the development of munitions
enterprises, principally in the field of electronics and optics which do
not use massive quantities of basic industrial materials. Their partici-
pation in this new field today at least compares in importance with
their remaining textile holdings.

The failure of Boston bankers to control basic industry led to their
rapid fall in comparative financial power, forcing an increasing sub-
ordination to the dominant New York centers. Initially they con-
trolled the American Telephone and Telegraph Co. But they lost

_’ The four companies: Raytheon Manufacturing, television tubes and military products;
Gillette Co., razor blades and toiletries; Pepperell Manufacturing, textiles; and the United
Shoe Machinery. The first two also have significant ties with the Morga;'n interests. Only

OI{é;_ Gillette, had net profit after tax of more than $10 million in 1954 (it had $26
million). United Fruit, not 2 manufacturing corporation, is larger than any of these four.
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control to the Morgans early in the present century, when the company
became larger than could be handled with the Boston financial
resources. ‘

This presaged the general pattern of development. The Bostonians
have grown wealthier, but their control area has diminished. They
now own financial institutions with combined assets of $10 billion,*
and several billion more in personal trusts. But these billions are
invested largely in corporations led by others, mainly the Morgans
and the Rockefellers.

BOSTON ALLIANCES

The Back Bay bluebloods continue to have a secondary role in Gen-
eral Electric, the Morgan electrical equipment trust. Paul C. Cabot of
the State Street Investment Corp. is a director of J. P. Morgan & Co,
and his investment trust has sizeable holdings in Morgan utilities and
other enterprises. The president of Raytheon Manufacturing, largest
military-electronics firm of the Bostonians, is Charles Francis Adams,
brother-in-law of Henry S. Morgan of Morgan, Stanley & Co. Another
director of Raytheon is Carl J. Gilbert, the Morgan-connected Gillette
Corp. president.

Anna Rochester wrote: “The position of the First National Bank of
Boston resembles that of a trusted and powerful provincial council
operating within the great Morgan empire.” This presented the
essential relationship, and was more accurate than the Szructure of the
American Economy's classification of the Boston center as a major
independent group.**

However, since then the Boston connections with the Rockefeller
interests have become more decisive. A major step was taken in 1934
when the investment banking affiliates of the Chase National Bank
and of the First National Bank of Boston were merged in the First
Boston Corp. Former officials of both have been active in First Boston,
but the majority of the leading positions have gone to the Chase
National Bank men. Furthermore, the Rockefellers provide the larger
share of the business of First Boston, and therefore have the main say
in its affairs. This merger created conditions for the linking of the
large Boston fortunes and those of the Standard Oil families in a
variety of industrial enterprises, and for close working relations between

* First National Bank of Boston, National Shawmut Bank, Second Bank-State Street
Trust, John Hancock Mutual Life Insurance Co., Massachusetts Investors Trust, and others.

#% This study strained a point to include the Boston group, assigning to it non-financial
assets of less than a billion dollars.
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the Latin American branches of the two banks. The First National
Bank of Boston, like the Mellon’s bank, joined Chase National in 1955
in the American Overseas Finance Corp. The American Research and
Development Corp., a Boston company which finances promising
corporations in atomics, aviation, electronics and allied fields, is often
associated with the Rockefeller brothers and J. H. Whitney & Co.

Emphasizing the growing industrial connection was the election of
John J. McCloy, Chase Manhattan Bank chairman, to the board of
United Fruit in 1955.

As with the Mellons, the closer alliance of the Boston interests with
the Rockefellers follows not only from the rise in the general financial
position of the oil families, but also from their emergence as the
leading force in U.S. foreign investments. Themselves dependent
largely on “colonial” profiteering, the Boston group tends increasingly
to line up with the leader in foreign finance.

While similar to the Mellon-Rockefeller relationship, there is less

‘of equality, and more of subordination, in the position of the Bos-

tonians both in their alliance with the Rockefellers and in the now
secondary, but still significant tie to the Morgans.

STONE & WEBSTER

During the 1920’s Stone & Webster, an old Boston engineering and
investment firm, became the base of a substantial public utility holding
company system, Engineers Public Service, and served as the public
utility center for the Boston financiers.

However, during the past two decades Stone & Webster moved its
operating center to New York, and switched its main financial allegi-
ance from the First National Bank of Boston to the Chase Manhattan
Bank. This shift, which further weakened the Boston group to the
benefit of the Rockefeller interests, has proved extremely profitable
to Stone & Webster and its new associates.

Stone & Webster, Inc., is a holding company, with engineering and
service company subsidiaries for public utility business. These receive
fees from the power companies formerly in the Engineers Public
Service system, mainly in the South, from additional power companies
where the Rockefeller interests had investments in the 1930’s, and
from the new natural gas pipelines.

Another subsidiary, Stone & Webster Securities, Inc., has become
the keystone of a major investment banking group. The closely linked
firms are White, Weld & Co., Kidder, Peabody & Co., and Paine,
Webber, Jackson & Curtis.
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During the period 1950-55 these four firms headed syndicates
accounting for 9.5% of all corporate sccurities issued. This is approx-
imately equal to the share of the two houses connected with the First
National City Bank, and is a much larger share than these four
companies enjoyed prior to World War IL

The gain results from the position of Stone & Webster and White,
Weld as investment bankers and leading stockholders in the new
“Cinderella Industry,” the piping of natural gas.

Before World War 1I manufactured gas was the main fuel for
home cooking. Use of natural gas was limited to areas comparatively
close to the producing wells. Enormous quantities of gas, produced
as a by-product of petroleum, went to waste. The Morgan-United
Corp. interests, which owned large coal deposits for manufacturing
gas, kept out the rival fuel through their ownership of the only existing
system of pipelines that could approach the eastern seaboard.

However, during World War II the pipelines known as Big Inch
and Little Big Inch were built by the government to carry petroleum
to the East. After the war they were seld to a group of Texas con-
tractors and large contributors to the Democratic Party, the Brown
Brothers of Houston. The Browns, through a new company, Texas
Eastern Transmission Corp., converted the pipelines to carry natural
gas, and with this supply broke the tacit boycott along the eastern
seaboard. The Stone & Webster-White, Weld group bought and
organized other companies. With their better access to financing and
connections with utility and oil and gas companies, they soon out-
stripped the Texas-controlled company.

Natural gas became the main household cooking fuel. It accounted
for 9% of the total energy supply of the country in 1930, and 23%
in 1953. By 1954 over 95% of all gas sold was natural gas.*

All this was of no benefit to the consumers of gas. In 1954 Ten-
nessee Natural Gas Co. paid an average of 9.5 cents per 1,000 cubic
feet of gas, which it sold to Consolidated Edison for 32 cents per
1,000 cubic feet. Consolidated Edison in turn charged domestic users
about three times that amount. In all, household users pay about ten
times the well-head cost of the gas. They pay as much as they formerly
did for manufactured gas and the new product is inferior. Since the
operating expenses of the pipelines are minimal, the profits are
enormous. Here is how Fortune describes the profits of control in this
new business: “And for a really handsome killing the idea is to get
in on the promoter’s share of stock in new gas pipelines—the most
famous example being the deal in 1947 that translated a $150,000 cash
investment by the promoters of Texas Eastern Transmission Corp.
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into a paper value of $9,975,000 and the equivalent of a 22.89% interest
in a $216 million enterprise.”*

And that is the least of it. In a period of a little more than three
years Texas Fastern paid out $37,870,000 for contract work and serv-
ices to Brown & Root, Inc,, the engineering firm of the promoters in
question.””

Besides the profits to directly controlling groups, large yields flow
to the great Wall Street banks and insurance companies who supply
the bulk of the capital through bonds and preferred stocks. In the
case of Tennessee Gas Transmission Co., the largest, 67.6% of the
capital consisted of bonds, and 12.8% of preferred stocks at the end
of 1954. Only 196% of the capital consisted of the controlling common
stock.

The interest rate on the bonds and the dividend rate on the pre-
ferred stocks average about three-fourths of one percent higher than
on corresponding issues of electric power and gas companies. Since
already several billions of these bonds and preferred stocks are out-
standing, this means a marked rise in the income flowing into the
insurance companies and banks.

The Stone & Webster-White, Weld group controls the first, second,
and fourth largest natural gas pipeline companies (Tennessee Gas
Transmission Co., El Paso Natural Gas Co., and Transcontinental
Gas Pipe Line Co.), with combined 1954 assets of $1.6 billion. Over
17 million people in New York, Philadelphia, and New Jersey now
get gas from the Stone & Webster companies, as well as millions more

1in the central part of the country and on the Pacific Coast.

The Stone & Webster-White, Weld group obtain profits through
their holdings of promoters stock, through underwriting fees on the
many security issues, and through a variety of financial, service, and
engineering fees. On holdings of 722,000 Tennessee Gas shares at the
end of 1954, representing a maximum investment of $3.6 million*
(and perhaps only a fraction of that) Stone & Webster and White,
Weld had received $5.4 million in dividends, many millions in
financing, engineering, and service charges, and a paper profit of
$208 million in the appreciation of the value of their shares.®®

The pipeline companies borrow heavily from both the Morgan and
the Rockefeller insurance companies. But almost all of the bank loans
of the Stone & Webster-White, Weld companies, and most of their
bond trusteeships and stock transfer agencies, are placed with the

* The Stone & Webster-White, Weld group bought the company from Chicago interests
1945 for $10.5 million, and shortly thereafter sold part of their holdings to the
encral public” for $6.9 million.

in
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Chase Manhattan Bank, which also supplies the main credits for the
Stone & Webster electric power companies. The Rockefeller interests
are represented on the board of Stone & Webster Inc. by Ralph T.

Reed, of the Rockefeller-controlled American Express Co., by Henry U. |

Harris, partner in Harris, Upham & Co., a brokerage firm close to
the Chase Manhattan Bank, and by Edward L. Love, a former high
official of the Rockefeller bank and chairman of one of the Rockefeller
family corporations.

In 1955 other Rockefeller allies, the Mellons, assisted in putting the
Stone & Webster interests in a key position in the proposed $350-
millien Trans-Canada pipeline.

The Murchisons of Texas, owners of oil and gas properties in
Canada, were the original promoters. Lacking adequate financial
resources, they appealed to the Canadian Government for aid. Canada
agreed, but insisted on majority control of the pipeline’s common stock
in return. The Murchisons accepted these terms, but not so Gulf Oil,
which owns the bulk of the natural gas reserves in the Province of
Alberta, where the pipeline is to originate. “Gulf wouldn’t have any-
thing to do with selling gas to a government-owned pipe line,” said
a spokesman of this Mellon-controlled giant.**

To resolve the situation the Murchisons turned over effective control
to a syndicate headed by Stone & Webster’s Tennessee Gas Trans-
mission Co., Mellon’s Gulf Oil, and an affiliate of Morgan’s Continen-
tal Oil. This ensured virtually 10095 U.S. control and extraction of
profits from the “Canadian” enterprise.

Certainly, the new combination was in a position to finance the
entire pipeline through Wall Street institutions. But it demanded even
more Canadian Government financing than the previous syndicate,
and without granting any stock interest. Overriding intense public
and parliamentary opposition, the Liberal Party Administration of
Canada capitulated. Evidently the Rockefeller-Mackenzie King asso-
ciation (see Chapter 1X) has become institutionalized!

Paine, Webber, Jackson & Curtis, the remaining house of the
Stone & Webster group, are the masters of the “independent” tele-
phone systems of the country, mainly combined in the $700 million
General Telephone Co. Kidder, Peabody, owned mainly by the Web-
ster family, handles various of the Stone & Webster utility and indus-
trial venture.

The utility properties of this group, embracing gas pipelines, tele-
phone companies, and power companies, have total assets of about
$4 billion. The whole might be considered as a financial protectorate
of the Rockefeller empire.
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PHILADELPHIA

Philadelphia is one of the most active financial centers in the country.
Its large banks hold over five billions in trust for the Main Line fam-
ilies, its insurance companies and investment trusts are additional
repositories of company shares and loans. The three leading banks of
the city (First Pennsylvania Banking & Trust Co., Philadelphia Na-
tional Bank, and Girard Trust-Corn Exchange Bank) are intertwined
through mutual connections with the other financial institutions,
certain industrial companies, and the great Pennsylvania Railroad.

However, Philadelphia is not an independent center of financial
power. To an unusual extent, its institutions are auxiliaries of a single
‘Wall Street group, the Morgans.

Drexel & Co., the only important investment banking house in
Philadelphia, is a direct offshoot of the House of Morgan, and con-
sists essentially of former partners of J. P. Morgan & Co.

A Philadelphia historian writes of the early 1900s: “Investment
banking came to be highly regarded as a source of profit, and the
influence of J. P. Morgan & Company found ready access to the boards
of Philadelphia’s principal banks through Morgan’s three Philadelphia
partners. . . . A newspaper of the day asserted that (the banks) were
‘prominently aligned under the Morgan influence.””%

After 1933 most of the obvious interlocking directorates between
the House of Morgan and the Philadelphia banks were eliminated to
satisfy the terms of New Deal banking legislation. But personal ties
of equivalent significance remain, and these indicate that there has
lt))ci[]l{ no real change in the higher authority over the Philadelphia

anks.

At least five directors of the Philadelphia National Bank are close
Morgan associates, including Charles Steele Cheston, a director of
J. P. Morgan & Co. The Chairman of the First Pennsylvania Bank &
Trust Co., William L. Day, spent his whole career with Morgan
Stanley & Co. and allied institutions before moving into the bank.
Six Girard Trust-Corn Exchange Bank directors have Morgan back-
grounds, including the chairman and president, although they have
not moved as high in the Morgan circles as have the Philadelphia
National Bank directors.

The board of the Pennsylvania Railroad is densely interlocked with
the Philadelphia banks, which may be regarded as a vital link between
the Morgan banking interests and the giant railroad systerm.



CHAPTER Xil

The Midwestern Groups

West or PrrrssureH two great centers of industry and commerce
developed during the 19th century—Cleveland and Chicago. Together
with them arose important banks and financial cliques, which spread
their influence over the surrounding areas. In the 20th century these
were consolidated into interlocking empires, with a certain degree of
independence of the main Wall Street centers.

Later, when Detroit rose to industrial prominence with the auto
industry, the main centers of finance in the East had already crystal-
lized. Financial control of the automobile industry, from the start, was
with Wall Street.

While achieving a degree of independence, the Cleveland and
Chicago interests were unable to build up sufficient financial resources
to remain wholly outside of New York influence. For the billions in
capital needed to remain on the top industrially, they required invest-
ments by the wealthy families, banks and insurance companies of the
East to supplement their own. Inevitably, control of important enter-
prises shifted eastward also. But in other cases it was possible to keep
Wall Street financial interests in a minority position.

As a result, the relationships between the midwestern groups and
the eastern groups has been a compound of alliances and rivalries,
mergers and battles for corporate control.

Largely because of their geographical location, the main influence
of the midwestern groups has been within the domestic economy.
Since they have no overseas bank branches, their important export and
foreign investment positions have been especially dependent on Wall
Street’s international banking network and governmental connections.

Economic rivalry, and differences in the conditions and types of
expansion, have been reflected in significant political rivalries and pol-
icy differences, especially between Chicago and New York financiers.
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HANNA, MATHER, EATON, AND YOUNG

The $14-billion empire of the Cleveland group was founded on the
iron of the North Country and on the Great Lakes waterways. Cheap
iron was the lever for winning control of small foundries and mills
and uniting them intc modern corporations. Metal profits poured into
allied banks. From these positions, the network spread first to encom-
pass the varied machinery and metal fabricating companies which
developed in Ohio, and later to include more widespread and varied
enterprises.

Today the Clevelanders control four of the ten largest steel com-
panies in the country, the largest merchant pig iron company,
great coal and ore deposits, the largest tire manufacturer, some of
the most famous names in machine tools and metal fabrications,
important paint, automobile parts, machinery and miscellaneous heavy
industry companies, and a major rayon producer. A railroad network
stretching from coast to coast has been acquired during the past
two decades, with the most important and final links won in the
mid-1950’s.

The overall power of the Cleveland group is signified by its owner-
ship or control of one of the 20 largest banks, one of the two largest
investment trusts, seven of the 100 largest non-financial corporations,
and some 40 other companies of significant size (see Appendix 13).

Chart VI illustrates its peculiar structure, consisting essentially of
three grouplets with manifold interlocking ties. Two of these derive
from well back in the 19th century. Samuel Mather led one; the noted
president-maker, Marcus Hanna, led the other. Neither is dominated
by a single family like the Rockefellers or du Ponts, but both include
the merged interests of a number of families. Hannas and Mathers,
however, are still active in their affairs. The Mather grouplet owns
the Cleveland Trust Co., largest bank in the city, and dominates
Cleveland Cliffs Iron, most powerful of the ore and lake shipping
combines. Through these, it leads the affairs of Republic Steel, Youngs-
town Sheet & Tube, and Wheeling Steel. The Hanna grouplet owns
the National City Bank of Cleveland, the M. A. Hanna Co. in iron,
and National Steel.

The investments of both are merged in varying proportions in most
of the other Cleveland-controlled industrial corporations.

Canadian-born Cyrus Eaton and Texas-born Robert R. Young are
the founders of the Eaton-Young grouplet, still in its first generation.
While comparative newcomers, their fortunes have grown in large
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part along the traditional Cleveland route of iron ore and steel. Their
main financial institutions are the Alleghany Corp., Investors Diversi-
fied Services, and the Central National Bank of Cleveland. Steep Rock
Iron is their direct iron property, but they also have a large interest
in Cleveland Cliffs. They control Detroit Steel, and through Cleveland
Cliffs, have a position in the Mather steel companies. They have lesser
investments in other Cleveland manufacturing companies, special-
izing rather in railroads and public udlities.

The lower part of Chart VI shows some of the connections with
politics; the Hannas and Mathers mainly with the Republican Party;
Eaton and Young mainly with the Democrats. Boxes to the side show
the directions of alliances—the two older groups mainly with the
du Pont, Rockefeller, and Mellon interests; Eaton and Young mainly
with Chicago and Texas.

The divergence of interests among these grouplets has caused fric-
tions and open conflict from time to time, especially involving Eaton.
However, the merging of interests among all three is sufficiently inten-
sive to justify regarding the differences as secondary, and to consider
the entire combination as a single major group.

This Cleveland center has grown more rapidly than most others in
recent decades (see Chapter VIII). An underlying cause has been the
circumstances enabling the group’s steel companies to increase their
share of the markets. Between 1929 and 1954 U.S. Steel’s capacity
increased 37%, while that of the four main Cleveland-owned com-
panies rose 85%.* Other companies also gained at the expense of
U. 8. Steel, but it meant most to the Clevelanders because their decisive
industrial concentration is in steel. Part of the gain resulted from the
“weak management” of U.S. Steel, which up until the late 1940’
rested on its dominant position while others expanded around it. This
has been changed, and the period of easy gains at the expense of
U.S. Steel has come to an end. Other factors were the advantages in
loc:‘ltion and “product mix” of the Cleveland companies. U.S. Steel’s
facilities were until comparatively recently adapted mainly to the
manufacture of products which predominated when it was founded,
especially rails and other shapes used by that industry and its suppliers.

The Cleveland companies, because of the geographical location of
Fhelr plants and the period of their most rapid development, specialized
In the sheet and strip steel used by the automotive and appliance
lndus-tries, and in pipes for oil field development. Thus, U.S. Steel

ad its main concentration in declining or stagnant markets; the

*
© 2U.S. S‘te‘el from 28.2 to 38.7 million net tons, the four Cleveland companies from 12.9
3.9 million net tons, according to Iron Age.
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Cleveland companies in the rising markets. Automobiles alone now

account for over onefifth of all steel produced.

In 1955 Republic and National, the two largest Cleveland steel
companies, supplied 3349% of General Motors’ Steel, as compared with
2649% supplied by U.S. Steel,' despite the interlocking directorates
and financial associations between General Motors and U.S. Steel.
This implies no discrimination against U.S. Steel. Its share in GM
business is large, considering the types of steel it specializes in. But it
does create the material basis for closer financial relations between the
Cleveland group and the General Motors-du Pont interests.

DEPENDENCIES AND ALLIANCES

Despite its great industrial expansion, the Cleveland group has
remained comparatively weak financially. Lacking control of major
investment banking houses or insurance companies, the Cleveland
tycoons depend on New York (mainly), and Chicago for their major
new capital needs. Kuhn, Loeb & Co. is the investment banker for the
Cleveland steel companies, Halsey, Stuart & Co. for Eaton’s enter-
prises. At the end of 1955 eight large industrial corporations with
important Cleveland connections were in debt to the big four New
York area insurance companies by almost half a billion dollars.*

The leading position of the Cleveland companies as a supplier of
General Motors is a two-way proposition. It strengthens the Cleve-
landers and at the same time creates a dependence on GM, which is
the stronger party. When National Steel sells about one-fourth of all
its finished steel products to one company, as it did in 1955, this de-
pendence becomes marked, and intimate relations tend to develop.

For example, in 1950, GM loaned $40 million to Republic Steel to
help it increase its capacity for supplying the auto manufacturer. (It
also made loans to other steel companies, but the Republic loan was
the largest).’

The relationship is tightened by the position of GM as one of the
largest employers in the city of Cleveland, and as a purchaser of
machinery and auto parts from local firms. Officials of GM Cleveland
plants are on the boards of directors of several important Cleveland-
group corporations.*

* For example, George W. Codrington, general manager of the GM Diesel Engine
Division, located in Cleveland, is on the boards of Addressograph-Multigraph Corp. and

National Acme Co. Harold R. Boyer, of the GM Cadillac Cleveland Tank Plant, is 2
director of the Parker Appliance Co.
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Relations with GM naturally lead to ties with the du Ponts, its
dominant owners. Robert Young worked for various du Pont interests
for 15 years before becoming an “independent” financier and affiliating
with the Cleveland group. His Investors Mutual holds its stock in
trust with the Equitable Security Trust Co. of Wilmington, one of
the du Pont-dominated institutions. Edmond E. Lincoln, until his
retirement in 1953 the economist of the du Pont Corp., is a director
of Investors Diversified Services (parent of Investors Mutual) and also
of Cleveland Cliffs, the key iron ore and holding company of the
Mather and Eaton interests.

John D. Rockefeller started his oil business in Cleveland, and estab-
lished lasting economic and political ties there. A substantial part of
the $4-million fortune of Amasa Stone, father-in-law of Samuel Mather,
derived from his railroad rebates to Rockefeller as head of the Lake
Shore Railroad, and his subsequent participation in the Standard Oil
Trust. In 1890 Marc Hanna, then the rising political boss of the Re-
publican Party, interceded with the Ohio attorney-general to try to
stop an anti-trust suit against Standard Oil, while H. B. Payne, father
of a Standard Oil partner, was put into the U.S. Senate as a Democrat
in 1884.

Descendants of Payne married into the Bolton family of Cleveland.
Aided by the Standard Oil money, the Boltons became prominent in
the Mathers’ Cleveland Trust and Cleveland Cliffs Iron, and also in
Republican politics. There were two of them in Congress in 1956.
Standard Oil operates in Ohio through two companies, Standard Oil
Co. (Ohio) and Ohio Qil Co. Both of these are represented on the
board of Hanna’s National City Bank of Cleveland, and their law
firm* has directorates on important Cleveland industrial companies.

The Hanna-Mather interests also have close ties with the Mellons
in industrial enterprises, notably steel and coal companies.

Eaton and Young, as already noted, have their main alliances outside
the Wall Street groups. Their rise in power over the past quarter
century has been accompanied by a series of battles, especially with
the Morgans, but also with the Mellons, and at times with some of
the Mathers.

Thus two trends appear among the lords of Shaker Heights, one
towards collaboration and merging with Wall Street interests, the
other towards opposition to the eastern groups and collaboration with
other midwestern interests.

* McAfee, Grossman, Taplin, Hanning, Newcomer & Hazlett.
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EATON-YOUNG'S CAMPAIGN AGAINST WALL STREET

The people of Cleveland have a pronounced progressive and anti-
monopoly tradition. The town was an important center of the aboli-
tionist movement and the Underground Railroad, and its newspaper,
the Cleveland Plain Dealer was a champion of democracy and anti-
monopoly sentiment before its takeover by the iron and real estate
magnates late in the 19th century. The high point of that movement
was the 1901-09 mayoralty of Tom Johnson, crusading trust-buster who
municipalized Hanna’s traction system. The vitality of the democratic
tradition was demonstrated in 1956 when a Cleveland jury was the
first to acquit Smith Act defendants.

Eaton and Young have capitalized on the ant-trust sentiment to win
support for their own empire building. Cyrus Eaton got his start as
a utility scout for the Rockefeller interests, and with their aid started
to build his own empire. By the 1920°s he put together a holding
company, United Light & Power, working in close conjunction with
the Insull network. Both collapsed during the 1930’s, with the Mellons
and utilities financier Harrison Williams picking up the pieces of
Eaton’s company.

Before this denouément, Eaton, then in control of Republic Steel,
endeavored twice to effect a grand merger of all the Cleveland steel
companies. The attempts failed in the face of adverse economic condi-
tions and divisions among the Cleveland capitalists.

Most members of the Mather family were more favorable to a
proposed merger of Youngstown Sheet & Tube with Bethlehem Steel,
oriented to the Guaranty Trust and the Naitonal City Bank of New
York. Eaton launched a battle against this merger, under the slogan
“Ohio for Ohians.” Cleveland society (including the Mather family)
was split down the middle in the struggle, with the press supporting
Faton. He lost the stockholders’ vote, but finally prevented the merger
through a series of court battles.* The merger proposal was revived
again in 1955, but has been at least delayed by the opposition of
Attorney General Brownell, for reasons which remain obscure.

Meanwhile Robert R. Young, often working with Eaton, started to
build his railroad empire in a series of battles with the Morgans. The
first was over the Alleghany Corp., railroad and real estate holding
company for the Morgan-sponsored Van Swearingen brothers. After
several years of battles in the courts and before government agencies,
Young won out in 1940, thereby gaining control of the Chesapeake &
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Ohio, and the Nickel Plate railroads. Undoubtedly, the unpopularity
of the Morgans during the New Deal period was of value to Young
in this fight. By 1956, after an even longer battle he emerged in control
of the Missouri Pacific, which had been in receivership. The contest
for the New York Central began in 1951 and come to a climax in the
1954 proxy fight won by Young.

Despite his batties with Wall Street, Young maintains all sorts of
financial relations with the Wall Street banks. At the end of 1954, his
control blocks of shares in New York Central were held in trust by
the Manufacturers Trust Co. and the Chase National Bank, among
others. He retains J. P. Morgan & Co. as transfer agent for the stock
of his key holding company, the Alleghany Corp. This does not mean
that the fight between Young and the Morgans was staged. It was
genuine enough. But battles among groups of big finance are for
limited objectives, not usually for the economic annihilation of the
rival. And these battles on particular fronts do not prevent simul-
taneous alliances on others.

Indeed, Young himself has attempted to become a major factor in
the Wall Street financial world—thereby following in the footsteps
of the Californian Giannini (Chapter XIII). Through the Alleghany
Corp. and Investors Diversified Services, Young and his associates
purchased 2 large block of shares in the Marine Midland Corp., an
tmportant Wall Street banking chain. But, the controlling interests
rebuffed his bid for a position of major influence, and part of the
shares were sold.* Young had to be satisfied with gaining control of
a small New York bank, the Colonial Trust Co.

A particular objective of this move was to gain access to foreign
inv:cstrnent opportunities: “Colonial has put heavy accent for a bank
of its size on its foreign department. Some 300 foreign banks have
deposits with Colonial. . . . The deal means that CI [a Young holding
company, Chesapeake Industries], will now look overseas for most of
1ts expansion.”®

Cyrus Eaton, also, has not really changed his ways since the 1920’s
when he built up holding company empires and promoted steel
mergers in the typical Wall Street fashion.

For example, in 1943, Eaton dealt himself and his associates the
shares of a Canadian company, Steep Rock Iron Mines, Ltd., for a
Penny a share, or a total cost of $14,375. At the time the shares on
the Toronto Stock Exchange were valued at $2,400,625, according to

* , .
dHowever‘, the Marmc Midland Corp. does have significant relations with the Cleve-
group, including a number of directorates and fiduciary appointments.
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U.S. tax officials. Among the recipients of the penny-a-share stock were
George E. Allen, an influential Washington figure who became a di-
rector of the Reconstruction Finance Corp. in 1946, and Dr. Charles A.
Eaton, late uncle of Eaton who had been Rockefeller’s Baptist minister
in Cleveland and then became a Republican Congressman from New
Jersey. The success of the Steep Rock Iron Mines was made possible
by a $5-million R.F.C. loan, and by $30 millien of rail and power
facilities made available by the Canadian government. In 1955 alone,
the company’s net profits were $9.2 million.® Eaton saw “absolutely no
impropriety” in the gift to Allen, admittedly made because he was
“a very prominent citizen.”’

The “anti-Wall Street” line of the Eaton-Young forces, and other
Eaton peculiarities (such as his 1946 campaign contributions to CIO-
PAC—later he contributed to the Republicans), have resulted in con-
siderable friction between the Eaton-Young interests and the more
conservative, longer-established Hanna-Mather interests of Cleveland.
Eaton’s 1943 machinations in Canadian iron were brought to light in
a US. tax case prosecuted by the Internal Revenue Service under the
jurisdiction of Treasury Secretary George M. Humphrey, then the
leading figure of the Hanna combine. But the close intertwining of
Eaton-Young and Hanna-Mather holdings continues.

With the gradual exhaustion of cheap iron reserves in the United
States, the Cleveland group has sought and found an excellent basis
for future expansion. The Hanna-Mather interests and Eaton have
gained control of the lion’s share of the rich iron reserves being
opened up in Northern Canada. Connected therewith is the construc-
tion now underway of the St. Lawrence Seaway, for cheap transporta-
tion of this ore. It will also permit direct ocean voyages between
Cleveland, Detroit, Chicago and overseas ports. This will enhance
the opportunities of the Clevelanders in overseas trade and invest-
ments, where they have been weaker than the other major groups of
finance capital.

Promoted during the 1930’s by President F. D. Roosevelt, the
St. Lawrence Seaway was delayed for two decades by New York
interests, principally the Morgans. However, in the 1950’s the Canadian
government announced that it would proceed with the Seaway con-
struction without the United States, if necessary. U.S. participation
was ensured when Humphrey entered the cabinet in 1953. While
generally trying to reduce government expenditures, he used his full
influence to swing the scales in favor of the additional spending needed
for this project of interest to himself. An officially sponsored account
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of the Eisenhower Administration cabinet meetings reports that: “As
the former chairman of the board of the M. A. Hanna Co. of Cleve-
tand, Humphrey explained that he was predisposed toward it because
the steel industry favored the seaway for the access it would provide
to Canadian ore.” The President was not yet convinced, so Humphrey
waved the flag at a later meeting:

Humphrey maintained that access to Labrador ore deposits made the inland
waterway necessary to national security. He emphasized that the Mesabi Range in
Minnesota no longer offered hope of rapidly expanding yields, whereas the
Labrador deposits had the potential for the kind of expansion once possible in
the Mesabi.

U.S. Steel dominates the Mesabi, the Hanna-Mather interests in
Labrador. The issue was settled soon after by the National Security
Council, with Humphrey present.®

Doubtless the Seaway is valuable to both Canada and the United
States. The point is that its construction was decided upon less for
that reason than on the traditional principle of American politics, the
“pork-barrel,” and by the changed balance of forces between different
groups of finance capital, in this case the Cleveland and Morgan
1nterests. '

CHICAGO GROUP

With the rapid development of industry and trade after the Civil
War, Chicago became the main link between midwestern agriculture
and the institutions of modern capitalism. The grain was traded on
the Chicago exchange, meat packed in its stockyards, the carrying
railroads passed through its terminals. Its bankers financed the
.farmers’ mortgages, its manufacturers sold them farm equipment, and
s mail order houses sold them houschold goods. Great steel plants
arose to supply rails for the freight lines, tin plate for the canning of
meat, barbed wire for the farmers’ fences. Numerous machinery
factories were established to tool the varied industry.

Thus Chicago became the first major center of capitalist power
outside the East. In 1892 the New York Tribune listed 281 Chicago
millionaires, a larger number than for any other city except New York
{which had 1,103 plus several hundred in its suburbs).?

But in the industrial combinations which the Morgans organized
round the turn of the century, Chicago was not overlooked. Its basic
stCCI. industry passed into the hands of U.S. Steel. The main railroads
Passing through Chicago, not already in Wall Street hands, were
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taken over. New York capital penetrated, though less decisively, into
the farm equipment and mail order fields.

The only important local study of finance capital to appear in the
postwar period, Who Owns Chicago, observed:

. . . very important sections of Chicago industry are not represented on the
Chicago banks but are financially controlled from elsewhere in the country. For
example, virtually the entire railroad and railroad equipment industry—a major
industry in Chicago—is controlled by the great New York banking and investment
houses. Again, almost the entire Chicago steel and iron industry—the area’s largest
single employer—remains out of the sphere of influence of Chicago finance-capital,
with New York (Morgan) and Cleveland (the Hanna-Mather interests) domi-
nating the scene.1?

This statement somewhat exaggerates the fact. But it is true that
Wall Street penetration has limited the development of the Chicago
financiers, both in the range of industry under their contrel and the
degree of independence of their operations. Yet the Illinois bankers
have increased their wealth and influence. The important industries
of the area not taken over by Wall Street were interlocked with the
great Chicago banks, in the customary pattern of finance capital. They
built their own “spider web” of assorted financial institutions with
which to exercise control and extend it.

Outside of the Morgan and Rockefeller groups, the Chicago empire
remains the largest and most independent. It is a major rival not
only in the world of corporate affairs, but also in politics. During the
past two decades the Chicago bankers have offered the only consistent
big business opposition to certain major Wall Street policies, and
have been the only serious contestants for decisive national power.
This opposition is most reactionary in character, and quite influental.

The empire of the Armours, Fields, McCormicks, et al, has not
grown so rapidly as some of the others during recent decades (see
Chapter VII). This results from the comparative weakness of the
Chicago group in control of basic industry, increasingly decisive with
the militarization of the economy. It is compounded by the rapid
relative decline of agriculture.

Indeed, if these factors were the only ones, the Chicago group would
have suffered a marked diminuation, and like the Boston financiers
become more and more an appendage of Wall Street. However, the
Chicagoans have been very tightly knit within their own sphere of
control. Rather than merging with Wall Street, they have attempted
to bolster their power in opposition to Wall Street by adapting to new
conditions. Insull and Byllesby formed the third largest public utility
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empire in the country during the 1920’s. This suffered an inglorious
collapse during the crisis of the 1930’s, but the Chicago banks emerged
in control of important segments of it. International Harvester ex-
panded into other machinery fields, so that by 1955, two-thirds of its
sales were in products other than farm equipment. Sears, Roebuck
was transformed from a rural mail order house into the largest chain
of urban non-food stores in the country.

The one basic steel company controlled by Chicagoans, Inland Steel,
has enjoyed an exceptionally rapid growth. Oil investments have in-
creased notably. Windy City financiers have a large interest in the
Texas Co., along with the Hanover Bank of New York and certain
secondary groups. They have participated thereby in the postwar spurt
in the foreign profits of the Texas Co., which is one of the majors
of the international oil cartel. They also run the sizeable Pure Oil Co.,
and other smaller oil and uranium investments.

Chicago bankers, like the Eaton-Young interests of Cleveland, have

fought to preserve their positions with the use of anti-Wall Street
demagogy, but with a more sinister Hitlerian tinge. The press of
Chicago is directly owned by the wealthiest families. The most im-
portant paper, the Chicago Tribune, exerts a wide influence over a
five-state area. It is owned by the McCormick family of International
Harvester. Since the 1870’s the McCormicks have used it to spread
the propaganda line known as “Midwest isofationism.” This includes
hatred for other peoples, anti-labor tirades, and support for extreme
reactionaries like McCarthy. But it also includes attacks on Wall
Street, and exposures of the political and economic machinations of
the main Wall Street groups.
- The Chicago bigwigs followed a dual policy towards the New
Deal. They were second to none in their violent attempts to suppress
the rising labor movement—witness the Memorial Day massacre of
Chicago Steel workers in 1937. Their racist propaganda and organiza-
tions bore fruit in the persistent violence against the Negro residents
of Chicago who were seeking decent homes. But these same circles
were active in support of New Deal financial legislation. Halsey,
Stuart & Co., the leading investment banking house, together with
Eaton of Cleveland, was influential in bringing about the regulations
requiring competitive bidding for public udlity bond issues—and
profited greatly therefrom.

In the anti-Wall Street atmosphere, Chicago interests regained
undisputed control of companies in which New York banks had
Penetrated in the time of financial stress. These included packing
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companies, certain utlity companies, and the Continental Illinois
National Bank & Trust Co., one of the two giant Chicago banks.

Halsey, Stuart & Co. has regained its position as one of the leaders
in investment banking, although restricted mostly to competitive
bidding issues. Moreover its syndicates are narrow, including mainly
secondary houses in smaller centers and unimportant New York
houses. The profit margins are small, and Halsey, Stuart’s control of
the business uncertain.

In 1950 Halsey, Stuart and the First National Bank of Chicago out-
bid New York syndicates for a $100-million World Bank bond issue.
But against the opposition of the New Yorkers, they couldn’t sell it
and had to dissolve the syndicate with 35% of the bonds unsold.
Thereafter the World Bank turned over its bonds, without competitive
bidding, to Morgan Stanley & Co. and the First Boston Corp.

Once more in 1953, the New York Times reported: “Morgan
Stanley & Co. and Halsey, Stuart & Co. are engaged again in a fierce
competitive struggle.” " Morgan had arranged a $25-million bond issue
for one of its utilities, Consumers Power Co., under “special” circum-
stances whereby it claimed competitive bidding was unnecessary.
Halsey, Stuart opposed and lost, the Michigan State Power Commis-
sion deciding for the Morgan interests.

The opposition to Wall Street, of course, is limited to gaining ground
at New York’s expense. Moreover, as in Cleveland, there is among the
Chicago bankers an opposite tendency towards collaboration and
merging with Wall Street interests. But it is much weaker than in
the case of Cleveland. The number and significance of interlocks
between Chicago companies and such groups as the Morgans and
Rockefellers, not to speak of the Mellons and du Ponts, is less than in
the case of the Cleveland group.

Chicago is the only city outside New York designated as a Central
Reserve city of the Federal Reserve System. With deposits one-fourth
of New York’s the Chicago commercial banks are a regional center
for the financial life of Illinois, Iowa, Indiana, and parts of Wisconsin
and Michigan. The First National and the Continental Illinois are
the seventh and ninth largest banks in the country. Together with
other Chicago banks, they hold in trust estates of the McCormick,
Field, Armour, Norris, Wrigley, and other multi-millionaire families.
Their almost $10 billion of personal trust assets, while only one-fifth
those of the New York banks, are double those held in any other
city. Other significant investment banking houses, besides Halseys
Stuart & Co., operate from Chicago.
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The main industrial and financial concerns of Chicago are so inter-
locked as to represent a single largely unified empire, although of
course, there are rivalries and shifts in power position within that
domain.

Among the metal, farm equipment, lumber, machinery, printing,
railroad, oil, and utility companies of the Chicago group are nine of
the 100 largest non-financial corporations. (See Appendix 14 for
details).

Recently defeated by Wall Street in their bid for political leadership
under the late Sen. Taft, the Chicago group is isolated, to an unusual
extent, from the center of power in Washington. This, combined with
the history of economic rivalry, sets the stage for severe future conflicts.

Large banks and insurance companies exist in St. Louis, Minne-
apolis, Cincinnati, and Des Moines. However, these banks are closely
connected mainly with industrial concerns of only local importance.
They orient either to Chicago or to various Wall Street centers, and
do not play a significant independent role. Similarly, the important
industries of many midwestern cities are parts of national corporations
controlled by a major financial center, and having only relations of
convenience with the local banks.




CHAPTER Xill

Bankers and Bombers in California

Tue Far West has been the growth region of the United States during
the 20th century. Rich natural resources and favorable climate have
encouraged a rapid inflow of new residents along with economic ex-
pansion. The population of the three Pacific Coast states rose from
3.29% of the national total in 1900 to 10.4% in 1954, while California—
now with 13 million people—jumped from 21st to second in population
rank.!

But until World War II economic development was mainly of a
character which caused observers to regard the region as a sort of
colony of the East. Agriculture, mining, lumber and oil were the heart
of its economy, and except for farmland, most of these resources were
owned by Easterners. The second World War and its aftermath
wrought a marked change in California, the key state of the area.

The needs of prolonged and all-out war forced the development of
substantial basic industry in California. Once begun, it was carried
further after World War II by the increasing emphasis on military
aircraft, missiles and atomic weapons, and by growth of industries
stimulated by wartime opportunities.

Yet the growth of industry was incomplete and unbalanced. In
1952, total manufacturing in the Pacific Coast states remained less
proportionately than their share in population. They accounted for
13% of food manufacturing and 419 of lumber products, but only
5% of primary metals and machinery.”

The military emphasis is shown by the location on the West Coast
of only 3% of national motor vehicle production, but 56% of aircraft
production;® of only 2% of steel capacity,* but 37% of aluminum
capacity.® Concentration on newer industries can be a progressive
factor in a peaceful world atmosphere, but they arose and are still
primarily stimulated by military demands.
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Western industry is mainly owned and controlled from the East.
This is almost wholly true of the mining and metallurgical industries
of the Rocky Mountain states. In California there has been an im-
portant growth of locally-owned industry. But Wall Street interests
still predominate, especially in the large-scale enterprises requiring
huge aggregates of capital and favored relations with the suppliers of
basic industrial machinery. The General Electric Co. and the National
City Bank played a major role in centering in Wall Street the control
over the important West Coast utilities. The great Southern Pacific
system, originally built under California millionaires’ control, has for
many decades been majority-owned in the East, as have the other
leading railroads, and, of course, the telephone system.

Approximately two-thirds of the oil production, somewhat more than
half of the lumber and paper production, two-thirds of the aluminum
production, and 56% of the aircraft production on the Pacific Coast
are controlled by Wall Street capital (or, in the case of lumber, Chicago
capital). However, through the remarkable growth of the Kaiser
enterprises, locally owned companies now account for 57% of the
expanded West Coast steel capacity.

For a long period the Hollywood motion picture industry was
perhaps the most useful medium for the widespread dissemination of
the precepts of the wealthy. Their cultural importance dimmed by the
advent of television, motion pictures remain a source of lush royalties
from foreign countries. However, both the influence and the royalties
accrue to Eastern owners.

The main areas in which local capital predominates are in the
manufacture of food and farm machinery, in construction and truck
transportation.

Typical symptoms of outside control are to be found in the gutting
of natural resources in lumber, oil and minerals, higher prices for
many commodities, and the special exploitation of minorities, although
local capitalists are just as responsible as the outsiders, especially
for the latter feature. However, the population of the Far West has
largely overcome the tendency towards colonial status. Anti-monopoly
struggles have been very persistent, and public power has made sub-
stantial advances. The labor movement has a tradition of radicalism
a{Id militancy, resulting in wage scales equal to, and in some industries
hlgher than, anywhere else in the country.

Outside ownership and inadequate industry have hampered the
der?lopment of foreign trade. Despite cobvious natural advantages,
Pac1'ﬁc Coast customs districts accounted for only about 8% of total
foreign trade in 1952, a smaller proportion than during the 1920’.
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At the same time, California capitalists have carved out their own
small colonial niche, dominating the trade and agriculture of Hawaii.

Because California’s main growth came in the present century—
the age of concentrated control—monopoly has gone even further than
in other parts of the country.

This is particularly apparent in farming. California agriculture is
big business, corporate business, to an extent not approached in any
other state. The average value of product per farm is three times the
national average. The use of hired labor, and large investments in
equipment, waterworks, electricity, etc, go far beyond other sections
of the country.

Most of the workers on these “factories in the field” are Mexicans,
either nationals who come over the border for the season or perma-
nently-resident Mexican-Americans. The low wages, abominable con-
ditions, and mistreatment of these workers, especially the immigrants,
are notorious. |

Concentration in banking has increased faster on the West Coast
than in any other region. A single institution, the Bank of America,
has sprouted to the point where it makes more than half of all bank
loans in California through its 574 branches. The holding company
Transamerica Corp., under common ownership with the Bank of
America, has similarly mushroomed not only in California, but in
the neighboring states of Arizona, New Mexico, Oregon, Washington,
Idaho, Nevada, and Utah. Thus a single center holds sway over
banking in the million-square mile empire of the Far West, a region
containing one-fifth of the country’s bank deposits.

However, California has developed more slowly as an independent
center of finance capital. Being divorced from basic industry until
recently, the wealthy Californians have not amassed fortunes on the
scale of the Wall Street colossi. The huge California commercial banks
do not have a comparable network of trust departments, investment
banking houses, insurance companies, and investment trusts.

The new capital forming in California, therefore, flows mainly into
the comstruction industry, light industry and service trades, where
numerous small investments rather than great blocks of capital are
needed. The large utilities and basic industrial corporations operating
on the West Coast must turn to New York for the bulk of their
new financing, without which they cannot expand and survive.

A single Wall Street firm, Blyth & Co, connected with the First
National City Bank, dominates investment banking on the West Coast.
In 1954 this house managed or co-managed the underwriting of $302

|
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million in the securities of Pacific States companies, as compared with
$153 million by all Far Western investment banking houses combined,
and the latter were limited mainly to securities of lesser companies.®

True, Blyth & Co. is partly a California company. Its president in
1955, Charles R. Blyth, began his investment banking career in San
Francisco and resides there today. But a larger part of the firm’s
capital, and a larger number of its partners, are in New York than in
San Francisco. Its syndicates center in Wall Street.

Private placement of West Coast corporate bonds is almost wholly
with the giant Wall Street insurance companies.

Because locally-owned corporations must turn to the East for major
financing, the very process of expansion dilutes the control position of
the Californians. During World War II this was temporarily over-
come with the aid of government financing and government-built
plants made available to some locally-owned enterprises. But in the
rapid postwar expansion growing indebtedness again weakened the
owners’ grip. A number of lesser companies passed into Eastern
control during 1955-56, and some of the major enterprises were in
danger of a similar fate. Partly countering this trend, the stronger
California companies extend their holdings in other parts of the
country.

This ebb and flow of power is characteristic of the shifts which take
place, together with the growing overall concentration of industry,
throughout the country. Here it emphasizes the uncertain future of
West Coast monopolists, so far unable to consolidate their holdings.
During the depression of the 1930’s, two leading California banks,
Bank of America and American Trust, temporarily passed into Wall
Street control. California financiers have more resources with which
to meet another crisis, but are more deeply indebted to Eastern
interests.

I?espite this financial insecurity, the underlying trend is influenced
mainly by the establishment of basic industry and the general broaden-
mg. and growth of economic activity. This trend, already partly
real_lzed, is towards the emergence of a really major center of finance
capital in California.

This is taking place not in one, but in three centers of power.
One of these consists of the old San Francisco banks and their associ-
ited l;cnterpriscs. Anothcr consists of the Los Angeles bankers, oil men,
C;:EC_ ers, and aircraft magnates. The third—newest and largest—
Consists of the financial and industrial enterprises of the 20th century
Upstarts,” Giannini and Kaiser.
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The first two are roughly comparable to the secondary Wall Street
centers of finance capital, although they play a role in the political
life of the country far out of proportion to their economic scope. It
is the third, the Bank of America group, which already ranks high
economically and is expanding most rapidly both in the Far West
and internationally.

Of course these groupings interlock at various points. But in the
main their interests are distinct. The other states of the Far West
contain no significant financial centers. With few exceptions, their
principal enterprises are controlled by Wall Street, midwestern, or
California capital.

THE OLD SAN FRANCISCO GROUP

Gold is the Cornerstone is an appropriate title of a recent book about
California economy. The gold rush of 1849 and succeeding years pro-
vided the basis for the original accumulations of capital on which the
San Francisco fortunes were built. Not that these fortunes were gar-
nered by the fabled gold miners—the forty-niners. Far from it! The
wealth was concentrated in the hands of the merchants and bankers
who drained off the bulk of the gold. The Big Four (Huntington,
Stanford, Hopkins, and Crocker) were Sacramento gold-rush mer-
chants. Joining forces, they multiplied their capital through the build-
ing of the Central Pacific Railroad by using tens of thousands of
Chinese laborers. By 1890 their combined fortunes exceeded $100-
million,” and provided much of the capital for the acquisition of banks,
real estate, and industry.

Merging with the gold fortunes were those of the California landed
estates. Under Spanish, and then Mexican, rule, California was domi-
nated by a few hundred large landowners, controlling estates run-
ning into hundreds of thousands of acres. After the conquest of
California, wealthy Yankees seized all of the Mexican-owned estates.
These new owners built California agriculture on the backs of terribly
oppressed immigrant laborers, first Chinese, then Japanese, then
Indians and Filipinos, and finally—as at present—native and immigrant
Mexicans. Part of the wealth derived from the land moved into in-
dustry, another part was devoted to the extraction of oil and lumber
from the great estates.

Subsequently, the main spur to rapid growth of the San Francisco
fortunes became the U.S. conquest of Hawaii and the economic control
of these fruitful islands by the San Francisco banks and wealthy
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families. Hawaiian sugar and pineapples have been grown, packed,
and shipped by hundreds of thousands of Japanese, Filipino and other
Far Eastern laborers imported into Hawaii for the purpose. The five
firms controlling the Hawaiian plantations, the shipping firms con-
trolling transport, the San Francisco sugar refiners, and the pineapple
canners are united in a series of interlocking corporations.

The current profits of the old Sar Francisco families are closely
related to the basic origins of their foitunes. Of slightly over $2 billion
in assets in medium and large industriul £ -ms controlled by this group,

“over $600 million are in food and allied companies, both Hawaiian

and mainland. Another $500 million dare in lumber and paper cor-
porations, extending beyond the confines of California redwood to
the entire Pacific Northwest and into Canada. Another $500 million
is in machinery, largely for agriculture. The remainder is scattered
among various industries and trade. The old San Francisco families
have not had much success in using their fortunes to gain control in
the rising newer industries, such as oil and aircraft.*

Descendants of gold and railroad magnates, landowners, and the
conquerors of Hawaii have merged their interests through exchange
of shareholdings and directorships. The group is financially centered
in four San Francisco banks with total asscts of over §4 billion, as
shown in Table 21.

Tasre 21. OLD SAN FRANCISCO BANKS
Assets, Dec. 31,1955

Bank (millions)
American Trust $1,542
Crocker-Anglo National 1,497*
Wells Fargo 596
Bank of California, San Francisco 526

"-“Prc'o-forma" figure, combining the assets of the Crocker First National and Anglo-
California National banks, merged in February 1956.

The American Trust has especially close ties with the landed pro-
prietors of California and Hawaii, and with the reactionary publishing
families of the Hearsts and the Knowlands—the father of the “Senator
from Formosa” is a director. The Crocker family, descendants of gold
and railroad magnates, have the largest single influence in the recently
merged Crocker-Anglo National Bank.

Z: The largest industrial corporations of the group (1955 assets in millions) are Crown
11;rbagh ($418), Caterpillar Tractor ($335), Food Machinery & Chemical ($235), and
California Packing ($195).
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The old San Francisco banks have intimate relations with various
Wall Street interests: the American Trust has three interlocking di-
rectorates with Morgan banks and insurance companies {one of them
indirect); the Crocker-Anglo National Bank has three directors in
common with Rockefeller oil and insurance companies; Wells Fargo
Bank has family ties and joint investments with Lehman Brothers.

In a sense, the Bay Area financiers may be regarded as the West
Coast trustees of Wall Street. For a half century Easterners have
owned the Southern Pacific and what is now the Pacific Gas & Electric
Co. The California share in the stock of these utilities is now quite
small. But to operate in Calfornia, and obtain the most in dividends
and interest, the Wall Street owners find it expedient to leave much
of the operating control and part of the profits therefrom to the
Westerners. Both of these companies have all-California executive
committees.

Major orders for equipment and long-term financing of these utilities
are handled by the Eastern firms associated with the majority stock-
holders. But the Western directors are able to channel secondary
equipment and material orders to their local firms, and to obtain
sizeable bank deposits and loan business for their banks.

These short-term borrowings are “small potatoes” compared with
the hundreds of millicns of long-term bonds held by the great Eastern
insurance companies, but they constitute a sufficient inducement to
the California interests to “play ball” with the utilities in matters such
as rate regulation and state taxation, which have a major effect on
profits.

Unlike certain of the midwest groups, then, the old San Francisco
banks have profited mainly in harmony with Eastern interests, not
as rivals.

This was true politically also. The victory of trade union organiza-
tion in California was decided by organizing campaigns and strikes
in and around San Francisco, headed by the longshoremen. The La
Follette Civil Liberties Committee exposed the leading anti-labor role
of the Industrial Association of San Francisco. Eastern-owned Pacific
Gas & Electric and Standard Oil of California headed the list of con-
tributors for its strikebreaking activities. They were matched in total
by the smaller contributions of the old San Francisco banks and their
main industrial corporations.® The counsel for this San Francisco
industrial association was Herman Phleger, attorney for Knowland’s
American Trust and now counsel to John Foster Dulles in the State
Department. ‘There was similar collaboration by Eastern and local
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interests in backing the vigilante Associated Farmers of California,
<hrough which attempts to organize farm laborers were crushed.

THE LOS ANGELES GROUP

The Los Angeles financiers started later than those of San Francisco,
and never attzined the scope or degree of independence of the
northerners. The main sources of Los Angeles wealth historically
were oil and climate.

Rich oil finds, early in the century and during the 1920’s, were a
source of added profits to Standard Oil, Shell, and other Eastern-
controlled corporations. The financially weak southern California capi-
talists remained in a minority position, and one of the largest com-
panies they started, Richfield Oil, ultimately went into receivership
and was taken over by a consortium of Eastern companies (Sinclair
and Cities Service).

Nevertheless, the minority position of the Los Angeles group was
a substantial one, the source of tens of millions in profits and a basis
for expansion in other directions.

Los Angeles climate lured two million people to Southern California
during the 1920’s. Many had modest funds, others worked in the
growing construction, commercial, and service activities of the Los
Angeles area, including the motion picture capital of Hollywood.

The Los Angeles capitalists and bankers grew richer through real
estate developments, trading establishments, and the small-account
banking activity corresponding to a consumer goods and services
economy.

It was in Los Angeles, center of the aircraft industry, that the World
War II boom was most pronounced. Two of the four airplane com-
panies in southern California (they were all small and struggling
before the war) were controlled by Los Angeles capitalists and bankers
—Douglas Aircraft through sale by General Motors in the early 1930's,
and Lockheed as an original speculation.

A19n_gsidc of the main industries, aircraft and oil, there have grown
up limited secondary industries: electronics and machinery for the
atrcraft and missile industries; some oilfield equipment and supplies;
and a substantial garment industry.* ’

The two important Los Angeles-owned banks—Security First

* . . .
The largest industrial corporations of the group (1955 assets in millions) are Union

Oil of Californ; . .
Superior Oii ‘)(?11‘7‘0}('$546)) Lockheed Aircraft ($299), Douglas Aircraft ($285), and
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National and California Bank, Los Angeles—are typically interlocked
with the locally-owned industrial and trading corporations. However,
these banks have not kept pace with the rapid growth of the area
since the 1920's.

One reason has been the successful invasion of southern California
by the Giannini interests. During the 1920 the Security-First National
Bank was a serious rival of the Bank of America. But the latter
has established scores of branches in its rival's area, and today prob-
ably does as much business in southern California as the Security-
First National. Transamerica banking affiliates have also established
southern branches, and Transamerica has the largest single interest in
the Citizens National, the third largest Los Angeles bank.

The result is that the Los Angeles banks have not gained in de-
posits nearly so rapidly as the San Francisco banks. Moreover, with
their inadequate industrial connections, the Los Angeles institutions
do not have sufficient outlet for their deposits in loans. In mid-1955,
the Security First National had only 27% of its deposits on loan, as
compared with 519% for the Bank of America and for the American
Trust of San Francisco.

Financially weaker, the Los Angeles capitalists are less closely inte-
grated than those of San Francisco. A number of enterprises are run
by “lone wolf” operators, such as Sam Mosher (oil, shipping, air-
freight), and Norton Simon (canning, railroads). Their relations are
more with Wall Street houses than with the main core of Los Angeles
financiers.

Another result is the tendency of industrial firms, especially the
larger ones, to fall under the sway of the Eastern interests upon whom
they become dependent financially. Union Oil of California is the
outstanding example (see Chapter XI).

Like Chicago, Los Angeles and its environs are blanketed by a
newspaper of utterly benighted reaction—The Times. The paper’s
owners, the Otis and now the Chandler families, have dominated
southern California politics for many decades. The Chandlers have
become very wealthy and are interlocked with the important banks
and industrial concerns of the Los Angeles area.

The Chandlers, the free-wheeling oil millionaires, the arms-hungry
aircraft makers, and the ranchers and growers enriched by the labor
of Mexican “wetbacks,” set the tone of Los Angeles Republican politics,
and determine the character of men put forward for high places.

With their first great national political victory, the election of Nixon
as Vice President, the Los Angeles grouplet has achieved a position
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far beyond its economic weight, but having sinister significance for
the future of the country.

BANK OF AMERICA

Some fifty years ago Amadeo P. Giannini, son of an Italian immi-
grant, founded in San Francisco the Bank of Italy, now known as the
Bank of America. Started as a sort of adjunct of the old San Francisco
banks to handle the business of the Italian immigrants, it has long
since dwarfed these banks and become the largest in the country,
with 600 domestic branches and resources of $10 billion.

Truly a remarkable performance! In the period of monopoly capi-
talism, a new company, without the backing of great fortunes, rises
to the peak in its field. In the epoch of finance capital, a “peoples
bank,” unaffiliated to giant industrial corporations, becomes the
financial leader of a great area.

It would be too simple to regard this merely as an exception to the
general laws of present day American capitalism. Giannini tock
advantage of certain of these laws before others did. Having reached
great size, his bank is becoming more and more like the Wall Street
centers by linking up with industrial monopolies and expanding in
foreign countries. In the process it is collaberating increasingly with
these Wall Street centers.

Since World War 1, in fact, it has emerged as the first really major
financial and industrial empire centered in the Far West, controlling
corporate assets of $14.4 billion (see Appendix 15).

The industrial assets controlled are still small in comparison with
those of the major Eastern groups, and even smaller than those con-
trolled by the older San Francisco financiers. But the figures do not
'Fcll the whole story. Through the Kaiser companies, Bank of America
1s closely connected with the new center of basic industry on the West
Coast, creating, with its immense lending resources, a potential for
penetration in many sccondary industries. Moreover, the bank is the
leaqlng financial center of many important enterprises for which no
statistics are reported, such as construction companies, big business
farm cooperatives which control entire crops, and the Los Angeles
garment industry.

For a-II its size, the Bank of America does not have a foreseeable
Perspective of challenging for supremacy the Rockefellers and Morgans,
nor is the time in sight when the wealth of its owners will match that
of the Mellons or the du Ponts.



236 THE EMPIRE OF HIGH FINANCE

Actually, the Bank of America’s title of largest in the country is
somewhat misleading. It is half a savings and mortgage bank and half
a commercial bank (and partly an installment financing company).
In New York the savings banks are separate institutions, but controlled
by the great commercial banks. Bank of America’s demand deposits
and business and financial loans, representing commercial business,
are less than those of the Chase Manhattan or First National City
Banks.

The personal trust assets under its administration, $884 million at
the end of 1955, were something like one-tenth of those controlled by
any of several New York banks. The insurance companies in its
sphere of influence have scarcely a half billion dollars in assets, in
contrast to the tens of billions of insurance company assets accessible
to the leading Wall Street banks. And Bank of America controls no
investment banking apparatus.

This caution is added to place the position of the Bank of America
in perspective and to prevent exaggeration of its importance. Yet its
position is definite, and growing. For the first time, the West Coast
has a genuine financial giant, able to deal with Wall Street banks as
an associate rather than as a provincial agency, and posing a potential
challenge to continued Wall Street domination over the key sections
of the West Coast economy. '

THE “PEOPLE'S BANK"

The Bank of America flourished by selling services to those ignored
or despised by the older banks—to the immigrants and minority
groups; to the medium-sized farmers and small merchants; to many
salaried employees and wage-earners. From these services it reaped
large profits, larger than those realized by banks dealing only with
corporations and the affluent. It charged up to 13% for consumer
installment loans. It charged small merchants double the “prime rate”
for credits. It foreclosed on at least one-third of the farm mortgages it
held during the 1930s, and later sold the properties at a profit.

Certainly, the Bank of America makes profits out of the “small
people” it claims to serve. But under capitalism people are willing to
pay such a tribute for financial services which may help them keep
their heads above water for the moment—even though the price paid
may leave them still less secure, still more vulnerable to economic
vicissitudes, in the future.

Superficially the formation of the great trusts at the turn of the
century, with their extreme centralization of wealth, narrowed the
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basis of financial activity to those connected with the leading combines.
And Wall Street circles, most notably the House of Morgan, acted

on this assumption and dealt only with “selected” and “wholesale”

customers. The collection of the savings of the “small people” and
the handling of their credit needs, were left to affiliated insurance
companies and correspondent secondary banks.

Such a policy underestimated the possibilities of centralizing the
funds of the small depositors, or the added financial strength gained
through combining these funds directly with the deposits of large
corporations. Now such Wall Street giants as National City, Chase,
and Bankers Trust have added branch banking and “retail” business
to their wholesale banking base.

But Giannini truly pioneered in tapping the retail banking market.
He developed the new methods with a vigor and thoroughness that
was unmatched. Starting with the Italian immigrants Giannini
ultimately set up special departments for eack of the many national
minorities in California, to collect information on their financial affairs
and solicit their business. Giannini went unusually far in luring the
funds of the very smallest depositors into his vaults, featuring courteous
service to petty savers and checking facilities for small depositors.
He was the first to apply the American technique of advertising to
gain banking business.

In its business services the Bank of America specialized in the
financing of “new” and comparatively scattered industries such as
grape growing, wine making, and trucking. The older banks were
skeptical of these smaller enterprises that were not yet “established.”
Giannini provided financing and spurred the cartelization of these
industries, while consolidating his bank’s relations with them.

In 1926 the Bank of America and other creditors: “tied the (raisin)
growers into the California Vineyard Association. . . . Its proposal for
‘orderly marketing’ contemplated leaving as much as half the harvest
on the vines.”

Such organized production restrictions have since become part of the
government-sponsored national pattern of agriculture. In California
they are more thoroughly enforced than anywhere else. Aided by the
Immigrant origin of many of the new fruit, vegetable and cotton
farmers of the San Joaquin Valley, the Bank of America became the
leader in financing California agriculture. At one time loans to farmers,
Packers, and canners accounted for half its business. This proportion
has declined markedly, but agricultural finance provided a major basis
for the growth of the Giannini empire.

For all its pretense as a “peoples bank,” the Bank of America was
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surpassed by none as an instrument of monopoly in its own specialt
of banking. Most of its growth was accomplished not through building
new branches but by the capture of existing weaker banks, large and
small. In some cases the pressure of Giannini competition, combined
with high-priced offers, induced owners to sell out. In other cases
banks in difficulty were taken over as bargains.

Nor was Giannini laggard in the modern methods of state capitalism.
Banking operates under a complex network of State and Federa]
regulations, which amount to “ground rules” governing the struggle
for supremacy. Banking commissioners or the Federal Reserve Board
must authorize mergers and new branches. Any banker secking to
expand without appropriate contacts in these agencies would find all
avenues blocked by more influential rivals.

In 1919, when Giannini was engaged in a battle of this type, he
enlisted the support of all the California Senators and Representatives,
and hired the cream of Wall Street legaldom for the ensuing Supreme
Court case.

For many years William G. McAdoo, Wilson’s son-in-law and
Democratic presidential contender, was Giannini’s special counsel.
Carter Glass of Virginia, leader of the conservative Democrats, was
a consistent advocate of legislation in Giannini’s interest, as were
other Eastern legislators whom Giannini contacted.

In 1926 all of the resources of the Bank of America were openly
thrown into the campaign for the governorship of California, the stake
being the banking superintendency. The Giannini man won, and the
new bank superintendent within a week approved 136 new branches
for Giannini. Through this political coup Giannini’s bank jumped
virtually overnight to the position of third largest in the country.

The payoffs to officials were sometimes quite open. In the critical
period 1933-34, when the accounts of the Bank of America were in a
“delicate” position, the national bank examiner who held its fate in
his hands was S. Clark Beise. Today Beise is president of the Bank.
Its chairman, Jesse W. Tapp, formerly held a key post in Washington
dealing with surplus commodities, in which the Bank of America has
an important stake.

Like Rockefeller before him, Giannini absorbed into his system
many defeated rivals whose banks he had captured, thereby broadening
his connections and establishing a wider “community of interest.”

The Bank of America is the most profitable large bank. Because Qf
its near monopoly position, and its concentration on small loans, it
realizes an abnormally high percentage of interest. With 309% mor¢
deposits than the Chase-Manhattan Bank, it realized 56 % more profits.
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1n Eastern centers, the direct profits of the large commercial banks
are a fraction of the profits of any one of several giant industrial
companies within the same complex of interests. But the Bank of
America, with $66 million operating profits after taxes in 1955 made
much more than any other single corporation controlled on the
West Coast.

No single bank has such a monopely positicn in a major area. Bank
of America’s share of outstanding bank loans in California rose from
362% in 1938 to 55.8% in 1950. A University of California economist,
David A. Alhadeff, examined these trends and showed how the
medium-sized and small California companies, with no access to
Wall Street financing, are falling increasingly under the sway of the
Bank of America.*®

TRANSAMERICA CORPORATION

Like most monopolists, Giannini reached out for wider areas to
conquer. His avowed aim was “branch banking, nationwide and
worldwide.”*

During the 1920’s, through a holding company, he acquired large
blocks of shares in banks in 23 cities throughout the country, including
several New York banks. The Wall Street bankers had no intention
of letting this outsider take over in their domain. There ensued an
involved struggle in 1929-32, at first covert, then in the open, between
the Morgans and Giannini, with the stakes much larger than Gian-
nini’s New York banks. During its course Giannini set up Trans-
america as a super-holding company for all his enterprises. To add to
its strength, he brought in certain Wall Street men, but these lined
up with the Morgans in the battle against Giannini, succeeded in
splitting off some of his personal lieutenants, and forced his resig-
nation. The Wall Street group sold Giannini’s Eastern bank prop-
erties to allied institutions—the New York banks were sold to the
National City Bank.

They then sought to consolidate their control of the entire Giannini
empire. But Giannini conducted a proxy fight to regain control of
Transamerica, and succeeded with the liberal use of anti-Wall Street
slogans among the California stockholders. National corporations allied
with Wall Street shifted their California deposits out of the Bank of
America, threatening Giannini with disaster in the crisis conditions
then prevailing. But the Bank of America weathered that storm.

Thus the battle ended in a draw. Unlike other situations where the

organs were able to completely crush rival firms during the crisis,
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Giannini retained control of his weakened, but still important, realm.
But his bid for a place in the Wall Street firmament, and for a
nationwide banking chain, was crushed.

For fifteen years beginning in 1937 the Federal Reserve Board at-
tempted to break up the Giannini financial empire, with Transamerica
a special target. This campaign was really less an anti-monopoly move
than a coalition of Eastern interests anxious to keep the California
bankers from getting too strong, and secondary Western interests
fearful of absorption by Transamerica.

The government suits against the Giannini group were finally
defeated in the courts, but to relieve the pressure, Transamerica sold
its stockholdings in the Bank of America and joint directorships were
eliminated. With the face of an “independent” company, Transamerica
then spread out with breathtaking speed. It consolidated all its Cali-
fornia banks into the First Western Bank and Trust and bought up
important banks throughout the Far West.

Meanwhile, its Eastern and Western rivals combined to push
through Congress by 1956 one of the most peculiar “anti-monopoly”
statutes. A law to restrict bank holding companies, it exempted either
specifically or by special terms every bank holding company in the
country except Transamerica. The large New York State bank holding
company, Marine Midland, was actually strengthened by the law, and
the First National City Bank attempted through its provisions to
expand outside the city.

This law was freely referred to as an anti-Transamerica law.

However, past experience with political reverses indicates that this
will not slow up the growth of the Giannini banking empire for
long. Indeed, temporarily it spurred the process. Preparing for the
threatened enactment of the law, Transamerica sold stock in 1955 to
raise capital, and used this to buy up 11 banks with $315 millien in
deposits in the six months before passage of the Act.** Presumably it
will take some time to digest these new acquisitions, while new tactics
and political alignments are formed looking to a renewed stage of
conquest.

The formal split-off of the Bank of America and Transamerica
permitted the public relations men to issue a spate of stories about the
“quarrels,” “complete separation” and “intense rivalry” between the
two institutions.

Strong evidence indicates that this “rivalry” is approximately like
that of different Standard Oil companies whose dealers monopolize
the business of a busy intersection, giving the motorist the choice of
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buying from Standard Oil of New Jersey, New York, Indiana, or
California!

Almost all of the Bank of America stock was distributed to Trans-
america stockholders, assuring the identity of ownership interests.
In the hearings before the Federal Reserve Board in 1951, the govern-
ment solicitor, J. Leonard Townsend, pointed out that the two com-
panies were closely bound by “tradition” and “personal ties.” He noted
“important officials whose careers have placed them first in one and
then in another of the TA [Transamerica] organizations.”**

This has been continued. The main officials of both organizations are
still old Giannini men, and no outside influences have appeared on
Transamerica’s Board. While certain business relationships were
broken off, and formal joint directorates were eliminated, in 1955 at
least seven Bank of America directors were still directors of Trans-
america subsidiaries—a common device for maintaining ties in the
face of limitations dictated by law or public relations.

Transamerica and Bank of America remain associated in various
financial relationships, notably the financing of the Kaiser industrial
empire. A small but revealing item: if there were a genuine break
between the two financial giants, Transamerica would switch the bank
accounts of its non-banking subsidiaries to its own banks. But at the
end of 1955, Transamerica's Pacific National Fire Insurance Co. kept
its main accounts at the Bank of America, with only one-fifth as much
in its own First Western Bank and Trust.**

Certainly, future rifts are possible, as is always the case within big
business circles. But the ties between the two companies are unusually
strong, and a basic separation of interests does not appear likely soon.
The two must be regarded as parts of the same Bank of America
interest group.

KAISER AND HEAVY INDUSTRY

The extension of Bank of America influence to heavy industry was
made possible by the World War II development of the Henry Kaiser
enterprises. Their association began in the 1920’s, when Giannini
hnanced Kaiser’s construction contracts, as on the Boulder Dam.
During World War II, Kaiser adapted the assembly-line technique
to merchant vessel construction, turning out 35% of the immense
wartime deliveries. His position in shipbuilding proved temporary.
!3111: through excellent connections with the Democratic Party Admin-
Istration in Washington, he was able to obtain control of basic steel
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and aluminum plants, and a major auto plant, with the aid of
$193 million in government credits. The Kaiser construction and
building material enterprises burgeoned.

His passenger car venture was a failure, but through a merger with
Willys, he obtained control of the production of that World War II
invention, the jeep, which continued to have a significant peacetime
market.

Kaiser Steel, with over 2 million tons capacity, is the leading West
Coast producer. Kaiser Aluminum, with about 309 of the national
capacity, is one of the Big Three of that growing industry. By 1954,
the billion-dellar Kaiser industrial enterprises employed 68,000 workers
in 14 countries.

Throughout this expansion, the Bank of America and Kaiser have
had a community of interest. During World War II the bank helped
the industrialist establish contacts with Washington, and extended a
$43-million line of credit. By 1955, the combined Bank of America-
Transamerica credits to the Kaiser enterprises were well over $100 mil-
lion. As security, they have liens on the control blocks of shares in the
most profitable Kaiser enterprises, as well as outright ownership, by
Transamerica, of $13 million in preferred stock of the top Kaiser
holding company. The Bank of America has the main fiduciary agen-
cies for the Kaiser companies. However, the Bank of America position
in the Kaiser enterprises is being seriously challenged by the more
powerful Rockefeller-Mellon financial interests of the East.

BANK OF AMERICA ABROAD

In the wake of World War I, Giannini bought up and expanded an
Italian chain banking system, enthusiastically financing Mussolini’s
enterprises. Since World War 1I, Bank of America has become the
only bank away from the Eastern scaboard with major foreign con-
nections. Its profits from foreign operations multiplied ten times during
the postwar decade.® It was the only bank outside New York to
handle hundreds of millions in Marshall Plan financing.

The Italian branch, now part of Transamerica, has grown into a
$230 million institution. By the end of 1955 Bank of America had
established 12 foreign branches and 13 military banking facilities at
U.S. bases abroad. It is the largest U.S. bank in Japan and the
Philippines, shares U.S. banking in Germany with Chase Manhattan,
and is the only U.S. bank in Thailand. Its foreign deposits exceed
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$500 million. When those of Transamerica’s Italian branch are added,
the total matches the foreign deposits of the First National City Bank,
traditional leader in the field. Moreover, the foreign business of the
Bank of America is increasing much more rapidly than that of any
other U.S. bank. In the single year 1956 the resources of Bank of
America-New York (International), a subsidiary which handles part
of its foreign business, increased from $234 million to $448 million.
However, there is a different emphasis in its foreign operations.
Generally, foreign branches of U.S. banks concentrate on servicing
affiliated U.S. industrial corporations with investments abroad. The
Bank of America and Transamerica have few associations with major
exporters of industrial capital. In Italy and Japan, and probably else-
where, they mainly finance industries owned by nationals. Thus they
are exporters of banking capital as such, rather than part of a broader
controlling combination. At the same time, their position in foreign
countries sets the stage for acquisition of foreign industrial enterprises,
and subsequent development in the more typical imperialist pattern.
Already the Bank of America has been associated with the leading
Wall Street banks, particularly Chase Manhattan, in a number of
foreign loans by U.S. banking syndicates. It is also very active in
International Bank and Export-Import Bank loan participations.

CONNECTIONS WITH WALL STREET

Despite its history of supplanting the old San Francisco banks as the
dominant West Coast financial interest, the Bank of America has
developed more in harmony than in conflict with this group. They
have cooperated in periods of financial emergency and have a number
of interlocking interests in industrial companies. By and large, how-
ever, there are few signs of a general merging of the groups, and their
main interests remain distinct.

Historically, the Bank of America has been in frequent conflict with
Los Angeles bankers, and has cut seriously into their domain. Never-
theless, the southern Californians also retain ties with the Giannini
interests.

The Bank of America includes on its Board of Directors repre-
sentatives of Chicago-controlled corporations with large-scale operations
in California,* and it has certain other ties—essentially secondary in
importance—with that Midwest group.

* Sears Roebuck and National City Lines.
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Transamerica has interlocking directorates with West Coast enter-
prises controlled by the Wall Street firm of Allen & Co. and the
Marine Midland Co.* Also involved in these companies is George E.
Allen (no relation to Allen & Co.), intimate of both Presidents Tru-
man and Eisenhower, and an RFC director when Kaiser enterprises
were obtaining loans from the government. The connections with
Allen & Co. have added significance because of its control of Colorado
Fuel & Iron, largest steel producer west of the Mississippi and a factor
on the West Coast market.

More important than any of these are the connections of the Kaiser
enterprises with the Mellons and the First Boston Corp. This relation-
ship arose from financial and political necessity. The Bank of America,
without investment banking machinery, could not supply all of the
financing needed for the building of a billion dollar industrial empire
in a decade. Nor did the Bank of America have sufficient national
political power to sponsor a new industrial giant. The fact is that
under modern conditions money is not enough to start a big business.
It is absolutely inconceivable to establish a really large-scale enterprise
without a whole series of clearances and arrangements with govern-
ment agencies. These in turn are requisite for concluding appropriate
carte] agreements with the interested industrial corporations, and
financial agreements with their bankers.

At the end of 1953, the Big Four Wall Street insurance companies
had $144 million on loan to Kaiser’s aluminum and stee]l companies.
The Mellon National Bank & Trust Co. is bond trustee for another
$29-million Kaiser Aluminum issue. The First Boston Co.—Rockefeller,
Mellon, and Boston—acts as investment banker for all of the bond
issues of the Kaiser steel and aluminum companies. The Mellon bank
led in the initial loans to Kaiser’s auto company.

At first glance, this seems strange. Kaiser’s most profitable venture,
aluminum, was started as part of the first U.S. competition with
Mellon’s aluminum monopoly. One might expect bitter rivalry, rather
than financial assistance—if the competition were serious. However,
as noted in Chapter XI, the big three in aluminum collaborate.

Faced with the political necessity of yielding 100% control of U.S.
aluminum, nothing could suit the Mellon group better than to
obtain a financial grip on one of the new companies, to make sure
that it would be a loyal cartel partner and not a real rival,

The coming into office of the Eisenhower Administration raised
serious problems for Kaiser. Both the industrialist and the Bank of

* Foremost Dairies and Hall-Scott Motors,
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America traditionally had better contacts nationally among the Demo-
crats than among the Republicans. The effect was soon apparent.

The new Administration, with General Motors’ Charles E. Wilson
as Secretary of Defense, cancelled military contracts at the giant Wil-
low Run plant, which Kaiser had obtained from the previous
Administration. Kaiser was forced to sell that property to General
Motors in order to obtain cash for his hard-pressed auto company.

Kaiser Aluminum built for the government the $15,000,000 Hale-
thorpe, Md., aluminum extrusion press for forging giant aircraft
parts. But in November, 1954, Air Secretary Talbott indicated that
the profitable assignment to operate the press would go to another
company. This was typical Eisenhower Administration treatment for
Kaiser. However, in April 1955 Talbott was reversed, and the contract
awarded to Kaiser. Representative Flood of Pennsylvania charged that
the change was arranged by First Boston Chairman G. D. Woods,
who saw Treasury Secretary Humphrey on the matter.'

By reenforcing contacts with the Rockefeller-Mellon grouping, so
powerful in the Eisenhower Administration, Kaiser was able to redeem
the situation for his most vital industrial corporation. In turn, the
Rockefeller-Mellon interests got ample financial rake-offs and a rising
influence in the affairs of the Kaiser enterprises.

First Boston charged a 109 commission on the initial issue of
Kaiser Aluminum stock and a 795 commission on a later issue, when
it was a well-established company. This is in addition to regular
financial advisory fees and legal fees to the Sullivan & Cromwell law
firm.

The only non-Pacific Coast directors of Kaiser Steel (or any other
Kaiser enterprise) at the beginning of 1956 were George D. Woods,
chairman of the First Boston Corp., and George W. Burpee, senior
partner of the well-connected New York engineering firm of Cover-
dale and Colpitts and a director of the Chase Manhattan Bank. The
only Transamerica man on the Board, Sam M. Husbands, was dropped
during 1955. ‘

It is too soon to say that the Rockefeller-Mellon interests have dis-
Placed the Bank of America in Kaiser affairs, but they clearly present
a threat of ultimate Wall Street domination over this West Coast
enterprise. _

While apparently collaborating with the Mellon-dominated alumi-
num cartel, Kaiser Steel is engaged in a struggle with Morgan’s U.S.
Steel for supremacy on the West Coast. The latter is attempting to
re-establish its former Pacific Coast dominance by erection of an inte-
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grated plant near San Francisco. To secure the necessary iron ore, it
proceeded to stake out claims on vacant desert land adjacent to Kaiser’s
iron mines. Whereupon Kaiser’s men invaded the U.S. Steel claims
and engaged in activities designed to sabotage the explorations. A court
suit followed. The Wall Street Journal reporter commented:

In the meantime the spectacle of two big steel companies embroiled in a knock-
down, dragout fight is causing considerable discussion—and no little amusement—
among steel and mining people in California.

One source of merriment has been the names given to the U.S. Steel claimg
located so close to the Kaiser mine. Good Neighbor No. 1 and Good Neighbor
No. 2, for instance, are the names of the first two claims listed in U.S. Steel’s

complaint.l?

CHAPTER XIV

The Texas Millionaires

TEXAS CATTLE AND cotton have given way to Texas oil. Not that the
former have dwindled—they are worth more than ever. But the growth
of oil production and prices have brought the value of this new
resource to over $3 billion per year, roughly eight times greater than
during the boom years of the late 1920’s, and one and one half times
the current value of all farm products produced in Texas.

Ownership of oil lands has made wealthy men out of ranchers,
cotton and livestock dealers, some estimates running up to a thousand
Texas millionaires. These oil men spend their substantial incomes
conspicuously. Their political outlays, especially for candidates and
causes of the McCarthyite type, are as well known as their garish
personal indulgences. And their participation in various out-of-state
business ventures has attracted more attention than it deserves.

Business Week identifies four of the Texas oil men as having for-
tunes of from $200 million to $700 million each—H. L. Hunt, Clint
Murchison, Sid Richardson, and Hugh Roy Cullen; several more
as having fortunes of from $50-100 million, and most of the 20-40,000
others as small businessmen.!

The actual size of these personal fortunes is speculative, depending
upon whether one believes those who like to boast or those who prefer
to minimize. Cullen lets it be known that he is worth a billion dollars.
Murchison will not admit to more than $30 million.

Whatever the amounts accruing to individuais, undoubtedly Texas
tycoons realize a huge amount yearly from their oil holdings. Per-
haPs_ as much as half of the annual value of Texas oil and gas pro-

Juction, or $1.5 billion, goes to Texans, with a few dozen getting the
lion’s share,

However, despite their high, largely tax-free, incomes, the Texans
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are an insignificant factor in the overall economy. Harvey O’Connor
puts it well when he writes: “the newly-rich are riding high, wide, and
handsome, hand in hand with the oil corporations which consider
Texas almost on a par with Venezuela and Arabia as a province for
their enrichment.”®

The “independent” oil men are finders and cheap-labor contract
drillers for the Wall Street oil companies. Their payoffs are not in
cash, but in a specified proportion (usually 50%) of the oil they find
and drill. Their payments compare with the royalties paid the King
of Saudi Arabia and the military clique that runs Venezuela. And the
Texans, also, render political services to the oil companies. For, as
Texas author Hart Stilwell puts it, “as Texas oil is owned by Wall
Street, Wall Street dominates Texas.”®

By financing the state’s political life, they insure a regime suitable -

for the greatest extraction of profits by the major oil companies and
their local aides. One service of the Texas State government is to give
official status to the “prorationing” cartel scheme whereby the oil
majors allocate production, set prices, and prevent any “independent”
refining or distribution of cil. Other services are the passage of right-
to-work laws, violence against union organizers, and the actions of
the obscurantist Governor Shivers. These delay the organization of the
oil-field workers, who, unlike those in the northern refineries, are
subjected to irregular employment, intense and dangerous conditions
of work. And finally there is the preservation of the obsolete 4.5%
severance tax, whereby Texas gets for public benefits only a tiny
fraction of the value of the oil taken out.

As in the foreign colonies, oil wealth goes along with mass poverty.
The situation has not changed too radically from that of a decade ago
when a Texas professor found the state 48th in pellagra control, 45th
in infant mortality, 38th in school systems, and 47th in library service.”

Also, in typical colonial fashion, this poverty is concentrated among
the substantial Negro and Mexican populations who do the heavy
labor in agriculture and industry.

The Texas oil men cannot be independent in oil because the north-
ern companies almost completely control its refining, transportation,
and distribution. Independent refineries sprang up following the East
Texas discovery of 1930, but they were crushed within a few years by
combined action of the oil companies and the State and Federal gov-
ernments. According to Cullen’s biography, his luckiest discovery was
on an abandoned Standard Oil concession, and all of his large ven-
tures were in partnership with either Standard or Gulf Oil subsidiaries-
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The Texans, despite their paper fortunes, have not been able to
mobilize the sums required for “diversified” empire building on the
modern scale. From the start, they are in debt to oil well supply
companies, major oil companies, or banks for the heavy expenses
needed in drilling. There are huge losses through unproductive wells
(nine out of ten “wildcats” are dry holes). And when the lucky ones
become millionaires, their wealth is underground, and can be realized
only over a long period of years. To sell out at once to a major com-
pany—as the hard-pressed do—means to accept one-half to one-third of
the ultimate value. Murchison boasts of his continual indebtedness
and his associate Richardson tells him: “The day you get out of debt
you will be dead.” Business Week explains: “If and when the in-
dependent does hit a big oil pool, he has several courses open to him.
He can (1) sell out, at perhaps $1 a barrel, to a major oil company—
and pocket a long-term capital gain, (2) hold on to what preduction
his well gives him, marketing it to the refiners, or (3) keep borrowing
from his bank so that he can drill more new wells.”®

All alternatives emphasize the domination of more powerful finan-
cial and industrial enterprises. Fortune estimates the Murchison empire
of assorted banks, insurance companies, oil, industrial, transportation,
and service corporations as having total assets of $300 million.”

All of these corporations are small, and none is a leader in its par-
ticular field. When Murchison became involved in a major enterprise,
as in the New York Central, it was as an agent for Cleveland magnate
Robert R. Young (see Chapter VI).

The Brown brothers, Houston contractors, control 4 more important
property than any of the oil prospectors. They dominate Texas Eastern
Tra'nsmission Co., second largest of the natural gas pipeline com-
panies (with the aid of the Wall Street house of Dillon, Read).
Another Texan, Howard Hughes, once a famous aviator, owns a
s1zc:.xble oil tool company, a small aircraft company, a Hollywood
Motion picture producing company, and Trans World Airlines, one
of the major air transport companies. While Hughes is connected with
t['.tc late Jesse Jones’ City National Bank of Commerce, in Houston,
Tls companies obtain their main financial support from the Irving

rust Company of New York.
mfhh: gapgy growing large-scale ir'ldustry of Texas is almost entirely
ethcnanM of the northern ﬁnanc*al centers. The S}lehur is divided
o, organ and Standard Qxl interests. All important power
panies, railroads, and refineries are northern-owned, as are the
orfld War Iicreated airplane plants. Houston has become a new
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center of the chemical industry—featuring petrochemicals, synthetic
rubbers, and other products based on oil and sulphur—but Texas
capital does not figure in it.

A group of Texas oil men, headed by E. B. Germany, have started
locally-owned steel production, through the 500,000-ton capacity of
Lone Star Steel Co., almost all of the capital being supplied by Federat
loans. Although a potential source of Texas industrial power, it is
only half the size of the northern-owned steel plant in Texas, which
supplies major oil well equipment and pipe.

The natural gas pipe-lines, with the one exception noted, are north-
ern owned. So are most of the new paper mills. Texas cattle are
processed in Chicago-owned packing houses. And the leader in Texas
cotton is Anderson, Clayton, & Co. While owned by Texas families,

it is actually a financial vassal of the Guaranty Trust Co. (see Chapter

IIT).

The process of concentration and merging of capital has not gone
far among the newly rich Texas oil magnates. They retain their
wealth in private foundations and holding companies, rather than in
the trust departments of banks. Two of the Dallas banks have deposits
of over $750 million each. In Houston, the main industrial center,
banking is divided among a half dozen banks, all of similar size
and none with deposits of over $400 million. Taking advantage of
liberal Texas laws, which have resulted in several bankruptcies, the
moneyed men of the state have set up numerous insurance companies,
with billions in combined business, but no one of them of significant
size by Wall Street standards.

There are significant conflicts between the Texas capitalists and the
giant oil companies which dominate the state—notably over the import
of oil from the foreign holdings of the large companies. But the
resultant political battles are minor in scope, owing to the basic
dependence of the Texans’ interests. With the industry of the state
solidly in the hands of Wall Street, and with its wealthy men lacking
strong financial institutions of their own but connected as individuals
with various northern financial groups, the prospect of a genuine
center of finance capital arising in Texas is still remote.

For the present, Texas, like the South as a whole, remains a domestic
colony of Wall Street. But the specific influences in Texas are con-
ditioned by oil. They signify that the Rockefeller-Standard Qil inter-
ests dominate the state. Three Standard Oil companies alone produce
27.2% of Texas oil and consume about half the total.®* Standard Oil
has the major say in the prorationing activities of the Texas Railroad
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Commission, and Standard Oil (NJ) is the price “leader,” which
establishes the price of crude oil for all companies.

The newer industry of piping natural gas (see Chapter XI) is led
by the Stone & Webster grouplet, with its close links to the Chase
Manhattan Bank. Standard Oil companies have directorates on im-

rtant Dallas and Houston banks.

The largest steel producer in Texas, Armco Steel, has a predominant
Standard Oil family interest, as has Freeport Sulphur, the second
largest company of its kind. (The Morgans control the largest, Texas
Gulf Sulphur.) The Reed Roller Bit Co., an important maker of oil
well equipment, is a Rockefeller cutfit.*

The Morgans, the Mellons, and the Chicago bankers also have
important interests in Texas, but the Rockefeller group clearly leads
all the rest.

The Rockefellers play an important role in Texas politics also.
O’Connor writes of Texas: “The ‘bad old days’ when Standard Oil
kept U.S. Senators and Federal judges on its payroll are gone”®—he
gives powerful examples, however, to show that the same effect is
accomplished now in less crude ways. For instance, Standard Oil
retains former Governor Jester as attorney, and it dominates the Mid-
Continent Gas & Oil Association lobby in the Texas legislature.

The same applies to the increasingly important Texas role in
national politics. In 1951 Winthrop Aldrich visited Houston on behalf
of the Eisenhower candidacy, talking among others to the “inde-
pendent” oil magnate Cullen. Cullen had “preferred” Taft, but
“engineered the revolt of the Texas Republicans which paved the way .
for the victory of Dwight Eisenhower in Chicago in July.”™

The Deep South has also enjoyed rapid industrial expansion and
some diversification during the past 15 years. However in this area
there has not appeared even the semblance of independent monopoly
power. Whether it be steel or chemicals, paper or textiles, railroads or
utilities, almost all important corporations operating in the South are
northern-owned. The only exceptions among the giants are the R. J.
Reynolds Tobacco Co. and the Coca-Cola Co., and these depend on
the New York banks for their major financing. The growth of industry
h'as been mostly an invasion of branches of northern-owned corpora-
tions, increasing the already dominant weight of Wall Street in the
southern economy.

*Its Chairman, Stephen B. Farish, is an old Humble Oil man whose brother, also
from Humble Oil, became chairman and president of Standard Oil (NJ). Chase Man-
hattan Bagk s transfer agent for the Reed Roller Bit stock.



Part Three: Politics

CHAPTER XV

The Grand Merger with the State

For MANY DECADES unions, farm organizations, various anti-monopoly
groups and political parties have fought for more government activities
in the interests of the people, including government ownership of
certain industries. Big business reaction has always fought these meas-
ures as “socialism.” While doing so, however, monopoly has promoted
government activities and regulations in s interest, and even govern-
ment ownership where business purposes could be served. Since 1940
there has been an enormous expansion in the volume and variety of
government economic activity sponsored by economic royalists. At the
same time, a whole series of activities traditionally carried out by
government as a public service, have been taken over partly or wholly
by private operators for private profits.

Changes of both types—government entering into business and vice
versa—have led to a blending of government and private activities.
The lines of demarcation between the two often become blurred.

No longer can government relations be regarded as a subsidiary
matter by any large-scale enterprise. Munitions and construction con-
tracts, use of government-owned plants, stockpiling and subsidies,
regulations of many kinds, taxes, government-sponsored foreign in-
vestments—all have become massive functions involving billions and
tens of billions of dollars, impinging on private corporation affairs at
a thousand points.

This grew as a logical counterpart of large-scale monopolistic com-
Panies, whose operations became national and international in scope.
It ‘Was enormously accelerated by two World Wars and the permanent
militarization of the economy.

Government-private arrangements have become the most dynamic
Path for the latest stage in the centralization of economic power. The
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merging of private and government capital becomes more potent than
mergers of separate companies, although these continue. Government-
sponsored pricefixing and supply allocations go beyond the scope
and authority of private cartel systems. Utility and transport rates
selected by giant corporations are given the sanction of law. Spheres
of influence, mapped out privately, are confirmed publicly. Unwelcome
competitors are forbidden to operate.

In after-dinner speeches, this trend is referred to as “partnership
between government and industry.” State monopoly capitalism is a
more scientific term.

Scores of academic economists and well-paid publicists portray this
in reverse, as government intervention to protect the public from large
corporations. Their usually unstated assumption is that government is

a special institution, above and outside competing private interests and

classes, operated by a special caste of “public servants” to balance fairly
all private interests. The British Labor Party leader John Strachey
finds government-industry partnership working in the public interest
through the institutions of “contemporary democracy,” which “is
rooted in Northwest Europe, Australasia and North America alone . . .
small brightly lic islands in the vast oceans of political time and
space.”

The bald fact which these men slur over is that Federal government
has come to function, in many respects, as a special extension of the
private governing apparatus of big business. The executive branch of
government especially is run mainly by the leading lights of high
finance, its chief manipulators and managers, all men of wealth and
some having great fortunes.

With this in mind, the picture falls into focus. The regulated become
the regulators. Government-business partnership is seen as an exten-
sion of the web of interlocking directorates and other connections
which tie together the empires of profit and power. The government
becomes the focal point for the further growth of private domains
and their merging into still larger aggregates.

Of course, the political structure continues to operate under its own
laws and mechanisms. The people continue to exert pressure. They
seek more effective ways of keeping and practicing their democratic
rights. They try to convert the government from an instrument of
monopoly to an instrument of the masses, from the uses of war to the
needs of peace. Sometimes they win concessions. But ultimate control
has remained even more firmly in the hands of high finance. Govern-
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ment decisions, even concessions to public pressure, are increasingly
extensions of the policies of Wall Street. And political conflicts are
often reflections of battles among the great private empires.

Sometimes these battles can be turned to social use, when the people
take advantage of them to intervene in public affairs and force con-
cessions and reforms. This relates, however, not to government struc-
ture, but to the weaknesses and incompleteness of monopoly control.

Another aspect requires mention. Since World War 11 official pub-
licity, backed by a whole school of academic economists, has emphasized
the types of government regulation supposedly designed to stabilize
the economy and avert depressions.

Certainly social insurance, minimum wages, and certain other New
Deal measures represented real gains for the American people. With-
out going into their merits, or those of monetary controls, as economic
stabilizers, we shall see that the main types of government interven-
tion, with the maximum impact on the economy, are designed pri-
marily for purposes quite remote from economic stabilization. Certainly
they affect the entire economy. But far from assuring stability, they
result in structural distortions, waste of resources, and inflationary
tendencies which in the long run can only result in more disastrous
fluctuations, regardless of their immediate effects.

Prior to World War II state monopoly capitalism spread most
extensively in European countries, where the system was in acute crisis
and these measures were needed by big business not only to increase
profits but to maintain its very existence. And among the European
countries it was developed to the utmost by the main aggressive power
preparing for war, Hitler Germany (and correspondingly by Japan
in Asia).

Many powerful U.S. tycoons, who had lashed out at the mild New
Deal measures of government intervention in the economy, especially
when they included satisfaction of some popular needs, admired the
government-business partnership developing so intensely in Nazi
GcFmany. During World War I state monopoly capitalism neces-
sarily developed here on a massive scale. The corporate moguls moving
nto Washington studied these Nazi methods very carefully and tried
to copy them, though limited by the political relationships then pre-
vailing in the United States.

After World War II there was no “return to normalcy” as in 1921.
Instead, our own masters of capital snatched the torch of “world
leadership” dropped by the Axis, and in pursuing this far-reaching
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policy became most active in deepening and inventing new forms of
government-business relations. Some of the devices used were con-
nected directly with war preparations, others appeared to be concerned
only with civilian activities. But all arose in an economic and political
environment dominated by corporate expansion abroad, super-military
budgets and continuing war dangers.

The various forms of state monopoly capitalism have certain com-
mon features:

(1) Each is a means of increasing profits, usually by government
transfer of funds from poor to rich, or by newly enforced payments to
private companies for services: previously supplied by government.

(2) Each is a means of increasing concentration, of using govern-
ment to allot business among selected monopoly firms at the expense
of weaker competitors.

(3) All are subject to the financial control of the Wall Street power
centers, on a level more effective, more massive, and productive of
more profits than the direct connections between industry and finance
which they supplement and strengthen.

Public opinion in the United States has always been sensitive to
use of government to advance private interests. Exposés have been
frequent, often for partisan political purposes. The Republicans ex-
posed scandals of the Truman Administration, while the Democrats
exposed “giveaways” of the Eisenhower regime.

While large in comparison with earlier scandals, these are trifles
when compared with the vast profits provided through the continuing
forms of state monopoly capitalism. These super “giveaways” which
involve tens of billions of dollars each year, are by and large ignored
or praised as part of the modern “American way of life” by both
Republican and Democratic politicians.

Here we deal with some of the most significant and characteristic
forms of state monopoly capitalism in the United States.

DEBT AND TAXES

Battles over the government debt and taxation stem from the earliest
days of the Republic, when Hamilton sought to burden the public
with a national debt and then impose taxes to pay for it, while the
Jeffersonians opposed him.

What is new is the huge scale of government financing, the astro-
nomical rise in debts and taxation, their use by high finance as a major
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source of profits and lever of economic control, and as the life-blood
of all government-business “partnership” arrangements. Since 1914 the
Federal budget has multiplied 100 times, the Federal debt and internal
taxation 200 times. The interest on the Federal debt, over $7 billion
yearly, equals one-sixth of all corporate profits. Most of it goes to
financial giants and wealthy individuals. A few Wall Street banks and
associated specialist bond houses derive much additional profit from
distributing and trading in government bonds.

As taxes rise, a larger proportion is paid by working people, a
smaller proportion by the wealthy. A recent study by Labor Research
Association concludes: “The entire development of tax levies over the
past 15 years reveals how the tax load has been shifted onto the backs
of the people. At all government levels, the pattern has been the same,
with various techniques to serve special interests.” Examples of tax-
shifting were cited in Part One. Within the monopoly structure, the
most powerful groups compete for the largest tax advantages, with
significant effects on the overall balance of profits and power.

Banks and insurance companics have been winners in this rivalry.
The life insurance companies are virtually tax-free, while Chase Man-
hattan Bank, for example, paid only 349 on net operating income in
1955, as compared with the customary corporation rate of 52%. Com-
panies with foreign investments have special tax advantages, as have
armament and heavy industry firms, through the “accelerated depre-
ciation” on capital investments. The most massive tax favors are
realized by the oil companies, through such devices as the 27.5%
depletion allowance, characterized by Harvey O’Connor as “Open
Sesame into the modern den of the Forty Thieves.”® Fourteen large
refining companies paid an average tax of only 24% in 1954, and
specialists in crude oil paid even less. The oil company tax favors, in
the billions yearly, speak volumes for their political influence, and at
the same time contribute to the rise in economic power of the Rocke-
feller and Mellon groups.

Finally, one must consider the profitable cycle of taxes, armament
orders, and government loans. The people pay increased taxes and buy
small government bonds. The proceeds go to pay for armament orders.
Arms contractors deposit the funds in the banks, which in turn lend
them to the Federal government for additional arms orders, and to
other enterprises for working capital. The social impact of this is the
weakening of the financial status of the population through rising
taxation and credit inflation. From the viewpoint of the financiers it is
the cheapest of bonanzas. But not without risks. For the multiplication
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of the Federal debt brings into question its soundness in the event of
economic crisis. It adds to the burdens which under certain conditions
can be resolved only through financial collapse.

One cannot dismiss lightly the warnings of “hair-curling” depres-
sions from such arch-conservatives as George Humphrey and Herbert
Hoover. Or the reasoned conclusion of the left-wing writer, Hyman
Lumer: “The costs of empire-building are becoming prohibitive in-
deed! For the American people the financial burden of all-out war
mobilization would sconer or later mean sure disaster; in fact, even,
the maintenance of the present level of war spending has already given
rise to serious financial difficulties.”

But the game is too profitable to give up, and its very dangers
stimulate more government borrowing and spending to keep the mili-
tarized boom alive. Deeply involved, the bankers have muted their
traditional plea for debt reduction and economy in government. Occa-
sional big business campaigns for reduction in Federal spending are
directed in practice only against the secondary outlays for social
services.

AIRCRAFT AND ALLIED INDUSTRIES

State monopoly capitalism flourished with the growth of arms manu-
facture, and its main current forms involve military preparations,
directly or indirectly. The applications range from direct production
of weapons to activities quite remote from wartime needs, but for
which military necessity serves as the convenient excuse for the use
of the government to increase profits.

Traditionally in the United States, government arsenals were the
main sources of munitions for the armed forces. Periods of wars were
exceptions, when fortunes were made by capitalists selling additional
munitions and supplies. The multiplication of arms production has
relegated the government arsenals to a secondary position. A per-
manent private arms industry has developed as one of the major
industries of the country, increasingly integrated into the spider web
of high finance.

But the private capitalists of the arms factories are typical in only
one way—they get all the profits. The government supplies all the
business, most of the capital, and much of the research and engineer-
ing. The essential problem of the arms capitalist is not to invest money
for profits, but to establish the political relationships through which
he can be permitted to get the profits from the people’s money. The
old government arsenals were primitive examples of state capitalism-
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The new private arms corporations, multiplied in size, are products
of state monopoly capitalism in its most brazen, piratical form.

Aircraft is the leading armaments industry. Military strategy has
evolved to the point where over 709 of the major procurement of the
Department of Defense consists of aircraft and guided missiles. Eight
of the ten largest military contractors in the period 1950-55 were air-
plane companies. By late 1956 the aircraft industry had become the
largest manufacturing employer, with 850,000 workers.

An example of the financial arrangements is provided by Boeing,
the largest bomber manufacturer. In 1950 it was operating with
$150 million of government-owned fixed capital, and only $53 million
of its own.® Government “progress payments” supplied its entire work-
ing capital. Using only $82 million of stockholders’ capital (and 90%
of that reinvested profits), Boeing had 1954 sales of $1,033 million, a
turnover of the entire private capital every month. Profits before taxes
totalled $77 million, or almost 1009 of private invested capital, and
profits after taxes were $37 million, or 45%.° In addition, fantastic
overhead charges conceal unusually large secret profits of control in
the aircraft industry.

Prior to World War II the airplane companies were speculative foot-
balls, frequently traded between different interests, some of them sec-
ondary. Now these companies are prized possessions of the top circles.
The First National City Bank of New York leads in the industry.
Next come the Los Angeles financiers, with various Wall Street groups
following.

The scope of the industry is indicated by the fact that there are eight
airplane companies among the 100 largest manufacturing corporations
in sales and profits, and two more among the 100 largest in one or
the other of these measures. The companies, and their principal finan-
cial connections, are shown in Table 22.

Other military products are supplied mainly by makers of goods for

civilian markets. Including ordnance, ships, and components for air-

craft manufacturers, as well as operating supplies for the armed forces,
this business is large in volume and varied in kind. A number of
industries depend on the military for from 109 to 509 of their
business. These include electronics, shipbuilding, oil, aluminum and
other non-ferrous metals, heavy construction contracting, electric power,
and communications equipment. The business is distributed unevenly
PetWecn industries, and between individual companies in the same
industry. It changes greatly between wartime and peacetime, with
Buctuations in the military budget, shifts in tactics, and in the Pen-
tagon connections of corporations.
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TasLe 22. LEADING AIRCRAFT MANUFACTURERS AND
FINANCIAL INTERESTS

1954 Sales
Company (millions) Major Financial Interests

Boeing Airplane 1,033 First Nat’l City Bank
Douglas Aircraft 915 Los Angeles
Lockheed Aircraft 733 Los Angeles
United Aircraft (engines) 654 First Nat’l City Bank
General Dynamics 649 Lehman Brothers,

Blyth & Co.—First Nat'l City Bank
North American Aviation 646 du Pont
Bendix Aviation (parts) 608 Morgan
Curtiss-Wright Corp. (engines) 475 Manufacturers Trust

First Nat'l City Bank
Republic Aviation 323 Morgan
Glenn L. Martin 271 Mellon-Rockefeller

Fiduciary Trust, N.Y.

NotE: Aside from the specific interests mentioned, Chase Manhattan Bank is a leading
lender to aircraft companies, and Merrill Lynch, Pierce, Fenner & Beane a major
underwriter.

Thus there is fierce rivalry among the monopolies over the sharing
of arms orders, invelving a struggle for influence and position in
Washington, and also over those government policies which affect the
scope and types of military business. The general impact of this rivalry
is pressure from big business for ever-higher military budgets. There
is little contrary pressure for reductions from corporations not getting
orders, despite the possibility that such reductions would permit lower
corporate tax rates. For the collateral advantages of a militarized
economy are of considerable value even to those monopolies not directly
involved. And the most powerful financial groups all participate
directly through one or more of the corporations in their sphere of
influence.

THE GENERALS’ $140-BILLION ENTERPRISE

The biggest business of all is the government-owned military estab-
lishment. The leading generals and admirals do not function mainly
as military technicians. They are executives supervising the operations
of a $140-billion establishment—the fixed capital of the armed forces—
which employs 4 million workers, two-thirds of them in uniform, and
spends $40 billion per year.

While not run for direct profit, almost every cent expended creates
opportunities for business gain. The manufacturers of armaments, the
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suppliers of uniforms, food,- .and petroleum,' the _cgntractors who
handle the construction of military bases and 1r.15tallat_10ns, the ban.ks
operating military base facilities, the concessionaires with their service
establishments near military fields—all partake.

Competition for these profit opportuz?i-ties is intense and adds to
the power of the military men in a position to hand them out. The
relations between the generals and the capitalists, always close, have
become much more intimate. On the one hand, the professional gen-
erals entrust the details of procurement to thousands of executives of
big corporations taking their tours of military duty. On the otl}er
hand, the professional generals readily “retire” to the more lucrative
posts awaiting them in private corporations.

Public attention has been drawn to the many former officers now
employed as executives by major corporations, and drawing retirement
pay from the government at the same time. The advantages to a
business of having a general to obtain military contracts from his
friends in the Pentagon goes without saying.

A pertinent question is: To what extent does this movement of
military men into business denote a turn towards military control of
business, with the generals and admirals emerging as a new financial
power group? .

This happened to a certain extent in both Germany and Japan in
the decade before World War II. Goering, master of the Luftwaffe,
became a big steel magnate. The Japanese generals acquired extensive
industrial interests in Manchuria. This development was associated
with the imposition of fascism, and with the militarists taking a major
role in policy decisions, accelerating the end of their regimes in
aggressive war.

However, in those countries the professional military had developed
historically from more or less well-defined classes or strata in society,
the Junkers and the Samurai. No such clear-cut military class or caste
has crystallized in America. Officers, by and large, are drawn from
middle ranks of the capitalist class, and remain subordinate to its
leaders.

Matthew Josephson, in an exposé of the trends towards militarization
of the economy, indicates that military power in business has not
reached the stage of prewar Germany or Japan. The evidence supports
this view? In 1955 alone “more than 2,000 ‘career’ officers left the
services to take better-paying jobs in industry. They can be found in
large numbers in administrative and technical jobs with aircraft firms,
civilian airlines, electronics concerns, automobile companies, ship-
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building firms, oil concerns, public-relations organizations, among
others.”®

The military men appear, then, not as part of the control groups of
corporations, but as salaried executives. Of those with rank of corporate
vice president or higher, the majority are with aircraft firms or muni.
tions departments of metal manufacturers. Their role, clearly enough,
is mainly that of glorified super-salesman to the companies’ best
customer.

There are a few exceptions—former generals who really operate in
the higher corporate ranks. Outstanding in this respect is General
Lucius D. Clay. However, he comes from a wealthy Georgia financial
family, and he rose to fame not as a soldier, but as a hander-out of
orders for military equipment and as an army political official. Clay is
less a traditional militarist entering the business control circles than
he is a business executive who functioned in the military during most
of his life.

Also, certain financiers place generals in top executive posts not
simply for practical advantages, but also for personal affinity to mili-
tarism. The muld-billionaire Richard King Mellon had himself made
a colonel during World War II and then a brigadier general. Later
he picked generals and admirals as chief executives of two corporations
and of a research center of the Mellon empire. However, other finan-
cial groups have not followed suit, and even the Mellons left military
men off the boards of their two mainstays, Gulf Oil and Alcoa.

When C. Wright Mills portrays the military elite as on a par in
power with the corporate rich, he is certainly stretching the facts—
and indeed the details of his book show the real dominance of the
financial oligarchy. The military brass and the financial rulers have
become exceedingly intimate, with the former influential but sub-
ordinate to the latter, and integrated into their structure of power.
This is an outcome of the militarization of the economy, and spurs it
further. And the relationships can change in some new crisis, when
the strengthened big brass could become leaders in a fascist-militarist
bid for power.

Already the military-financial intimacy strengthens measurably the
forces seeking ever-larger and more destructive munitions production.
Consider the role of Airforce General J. T. McNarney. By the end
of World War II a top ranking commander, he occupied key posts
dealing with the military budget and procurement in the following
years. During this period there was a continuing argument about the
Consolidated Aircraft B-36 bomber, ultimately discarded after billions
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had been spent on its production. McNarney was one of the most
consistent and influential supporters of this model before Congress
and within the Defense Department. The day he retired from the
airforce he was offered the presidency of the company, which he
accepted, receiving roughly $100,000 per year. The intermediary be-
tween the then owner of the company, Odlum, and McNarney was
W. Stuart Symington, a former aircraft manufacturer who had been
Secretary of the Air Force while McNarney worked in Washington,®
and later, as Senator, became a leading advocate of higher bomber
budgets. Year in and year out, on the floor of the Senate, Symington
warns of the power of Soviet aviation. To the general public, this is
made to appear as a disinterested, if perhaps exaggerated patriotism.
The press does not tell the well-known facts about Symington’s con-
nections with munitions makers and generals.

More and more openly, the generals, potential future employees of
the aircraft companies, and the politicians in touch with them are
tending to override the civilian Defense Secretaries in putting through
higher and higher military aircraft and missile budgets.

GOVERNMENT PLANTS AND STOCKPILES

During World War II the government constructed large plant
capacities for the basic materials then required to meet armament
needs. In characteristic “partnership” procedure, these were turned
over to large private corporations to operate during the war. In the
years after the war, government steel plants were sold, at prices far
below cost, to the corporations which had obtained the operating
contracts. U.S. Steel got two-thirds of the government ingot capacity
and both of the two largest integrated plants, including the Geneva,
Utah, works, which put U.S. Steel in an advantageous position for
striving to dominate the West Coast market. U.S. Steel paid $47.5 mil-
lion for a plant which had cost $202.5 million to build.”

Similar deals were put over in synthetic rubber and aluminum. The
most shocking element in the synthetic rubber disposal was the turning
over of all of the capacity for butyl rubber, a specialty product for inner
tubes, to Standard Oil (NJ) for $32 million. It was Standard Oil
(N]) which held up initiation of a U.S. synthetic rubber industry
until 1942 by adhering to its cartel agreement with LG. Farben, under
which it exchanged patents and agreed to bar production of synthetic
rubber in the United States. Only wartime pressures, helped by a
criminal anti-trust suit, compelled Standard Oil to disgorge the Farben
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patents so that production could proceed. It was finally “punished”
by getting the contract for operation, and then the outright ownership
of the strategic butyl monopoly!

After the war the government switched from building factories to
stockpiling “strategic” raw materials. Initially projected as reserves for
military contingencies, these have become increasingly devices for
bolstering prices and profits of metals producers. By the end of 1955
the stockpiles included supplies larger than could be used in many
years, although military authorities expected that any war would be
decided in a very brief period. Since 1949 the goals were raised three-
fold, reaching $11.2 billion by the end of 1955.

During the 1954 recession, lead and zinc prices fell sharply. The
government duly stepped in to buy meonthly over 209 of civilian zinc
shipments, and corresponding quantities of lead. Wrote the Journal
of Commerce: “Earnings of major domestic lead-zinc producers have
clearly taken the upward path forecast at the time of the inception
of the Government’s stockpiling program last summer. . . . The stock-
piling program . . . has almost singlehandedly accounted for the
improvement in earnings. . . . Since the first word of the program got
around last March, lead has risen from 121 cents a pound to 15 cents
a pound, while zinc has ciimbed from 9Y cents to 11V cents.”?

The article warned that “the industry’s ills have not been solved on
a long-term basis,” and that accelerated stockpiling would be needed
for further improvement. The failure of stockpiling manipulations to
produce stability in markets is proven by the experience of the past
years, during which copper, lead and zinc prices have fluctuated more
violently than ever before. But this program has been a boon to the
controlling interests in the large non-ferrous metals corporations. By
helping to draft the stockpiling programs, they can conduct their
operations so as to make the most out of them.

In the case of nickel, governments were taking 40% of all “free
world” supplies in the peacetime year 1956. As a result there was a
severe shortage of nickel. This made little difference to the really large
users, connected by ties of common ownership and interlocking direc-
torates with the decisive producer, International Nickel. But, according
to numerous complaints, it forced curtailment of operations on 3,000
small plating shops throughout the United States.

In such a situation, one might expect government allocation to make
a show of “equitable” distribution. Nickel was so allocated during the
Korean War, but the controls were suspended in 1953. The govern-
ment instead entrusted allocation to the single prime producer, Inter-
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national Nickel Corp., whose president Henry S. Wingate told a
Senate Committee: “I think the plan works much better than a Gov-
ernment control system.”** Rarely has there been so crass an official
sanctioning for complete private monopoly control of a major product.

The government, chiefly through its military agencies, has also
stockpiled enormous quantities of all kinds of equipment and supplies
ranging from machine tools to ship anchors—in the latter case the
Navy’s holdings exceeding the quantity that could be used in a century.

ATOMIC ENERGY INDUSTRY

This newest of industries has been developed most completely on
the basis of militarized state monopoly capitalism. Government-
financed and owned plants for the manufacture of fissionable materials
and atomic weapons are constructed and operated by private com-
panies. The mining of uranium is carried out by private companies
under long-term government purchase contracts. The uranium is
assayed and milled by government-appointed companies. Rare metals
and other special supplies for atomic weapons production are also
produced by specially licensed concerns.

In all phases monopoly control is enforced by secrecy and security
provisions which prohibit all but selected firms from obtaining knowl-
edge of processes, prices, and the very terms of the business available.

Full details of state monopoly capitalism in the atomic weapons
industry are discussed in Atomic Imperalism by James S. Allen. This
book also shows the hidden struggle among the various monopoly
groups for the key positions in the atomic weapons business.

Joint companies of electric utilities are sponsored by the government
under long-term contract to supply electricity for production of atomic
weapons. It is one of the supreme ironies of the time that atomic
energy, the greatest potential source of power, is in its military applica-
tion the most colossal waster of standard sources of energy. By 1956
production of atomic weapons used 10% of all the electric power
generated in the United States—equivalent to one-half of all the power
used in private households, and exceeding the entire output of France
or of Italy or of all South America. Socially wasteful—but a source of
government-guaranteed profits to selected power companies, manu-
facturers of generating equipment, and banks and insurance companeis
which finance the installations.

The main conflict has been between General Electric and du Pont,
which control the manufacture of plutonium, and Union Carbide and
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Carbon, which manufactures enriched uranium. The Morgan-du Pont
alliance is behind the first-named companies, while the latter is con-
nected with the Hanover Bank, and indirectly with Rockefeller-Mellon
interests. Up to 1952, the plutonium process had the upper hand. But
with the subsequent concentration on production of hydrogen bombs,
enriched uranium came to the fore, and by 1954 Union Carbide had
a distinct lead. In that year, included among its 70,000 employees
“over 16,000 Union Carbide employees {were] working in the Gov-
ernment-owned atomic energy plants at Oak Ridge, Tennessee, and
Paducah, Kentucky.”**

While appearing to be government ownership, with Union Carbide
as an outside contractor, the real relationship was not too different
from that of the airplane companies having complete control of
government-owned factories. The chief practical difference was in
bookkeeping. The airplane companies openly run the government-
owned factories for profits. But the nuclear weapons companies formaily
carry on only for reimbursement of their costs, and in the case of
Union Carbide a “moderate” fee. Since no financial details of these
operations are revealed, the full profitability is kept secret from the
public. However, considerable details of the actual profits were un-
earthed by Allen.” :

As the USS.R. and Great Britain began to develop peaceful uses
of atomic energy, the United States government had to permit a loosen-
ing of the military monopoly, lest our country be left far behind in
the development of this highly productive energy source. The way for
this was paved by the Atomic Energy Act of 1954, characterized as
follows by Adams and Gray:

Grants of privilege without a showing of public benefit were authorized;
private interests became gratuitous beneficiaries of a $12 billion segment of the
public domain; and while it allowed ample scope to private enterprise, the new
law provided only the most slender safeguards against monopolistic abuse. Re-
garded by many as a victory for the “Power Trust,” the bill is likely to promote
the very concentration which the Public Utility Holding Company Act. of 1935
was designed to prevent.

This act provides for the “give-away” of atomic energy to the power
trust, on terms retaining major features of state monopoly capitalism.
The Atomic Energy Commission retains title to the nuclear fuel.
It will “sell” it—in reality rent it—to the selected power companies,
then buy back the plutonium ash by-product. The terms of the trading,
it was feared by the Federal Trade Commission, would amount to 2
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secret subsidy, even to the point of the government paying more for
the ash than it charged for the fuel!*”

The law also set the stage for the permanent monopoly of atomic
know-how in the hands of the companies operating weapons facilities,
by a provision that exclusive patents might be had after five years.
When it is considered that the government paid for all of the research
on which these patents will be based, this provision takes on a par-
ticularly shocking character.

EXPORT OF CAPITAL

A major, if little publicized, objective of the military buildup is to
facilitate highly profitable foreign investments. After an interlude
during the Roosevelt regime, military and diplomatic intervention on
behalf of the overseas interests of the most powerful corporations has
become far more effective and extensive than during the days of the
“Big Stick.” The result to date has been an unprecedented expansion
of capital exports (see Chapter XVII).

In this process, important new forms of state monopoly capitalism
have developed. Treaties were concluded with many countries pro-
viding special privileges to U.S. investors, and access to colonial raw
materials. Marshall Plan loans were made to U.S. subsidiaries in
Europe. The U.S. Government provides insurance against certain
types of losses to foreign investments. These forms, often linked with
highly publicized foreign aid programs, were described in American
Imperialism.®

The most significant new form developed during the 1950’s has
been in combination loans of state and private capital. The Export-
Import Bank and the World Bank (International Bank for Recon-
struction and Development) make loans on behalf of American foreign
1nvestors, including loans to governments and certain state enterprises
10 countries where American companies have interests, as well as
direct loans to the foreign subsidiaries of the U.S. companies.

From the start, American bankers have had control over these
operations. They held the leading positions in the management of the
Institutions, and they determined the capital to be supplied by the
US. Government through their control over the purse strings of the
Treasury via the public debt.

But, thought the bankers, why be satisfied with the interest on
8overnment bonds representing the capital of the International Bank?
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Supply capital directly, and obtain a higher rate of interest. By the
end of 1955, $349 million of the World Bank funds consisted of direct
borrowings from banks, mostly American. Nor was this the end of
the process. The loans by the World Bank to its foreign borrowers
carry still higher interest rates. Why not take off the World Bank’s
hands the safest portions of these loans? So the arrangement was made
for the American banks to buy the earliest maturities of the best bonds.

By the end of 1955 private banks, mainly in the United States, had
taken participations of $225 million in World Bank loans, of which
$59 million had an outright guarantee from the World Bank, the
remainder an effective guarantee through prior payment.’®

The investment bankers also come in under the World Bank um-
brella, both by underwriting the sale of World Bank bonds to com-
mercial banks and insurance companies, and by the sale of foreign
government bonds coordinated with World Bank loans to these
governments.

For example, in April 1955 a Wall Street syndicate sold $15 million
of Norwegian government bonds due in three to ten years, while the
World Bank loaned Norway $25 million for 20 years. The investment
bankers received commissions of 1.5-2.566% on these bonds, guaran-
teed an easy sale by their priority position.

Other more elaborate forms of World Bank-private finance collabo-
ration have appeared or are in process of development. Most im-
portant is the International Finance Corporation, a proposed subsidiary
of the World Bank to make direct investments in different countries
together with private capitalists. Thus the Wall Street interests would
seek to get the 209%-50% returns normal on direct foreign investments
under the shelter of government capital.

Al of these operations of the World Bank, a nominally international
institution, have been completely under the thumb of the United States
—and more particularly, of the two leading financial groups, the
Rockefellers and the Morgans. The president is Eugene R. Black,
placed there by the Chase Manhattan Bank, and his vice president
is Robert L. Garner from the Guaranty Trust. During the period
1952-54 all of the World Bank bonds sold in the United States were
underwritten by syndicates jointly managed by Morgan Stanley & Co.
and the First Boston Corp.

The New York Times carried an idyllic picture of the Belgian Am-
bassador flanked by the Rockefeller man on the World Bank, Black,
and Morgan Stanley partner John M. Young on the occasion of the
joint World Bank-Morgan Stanley loan to Belgium in 1954. To em-
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phasize the Wall Street character of the transaction, it was consum-
mated not in the Washington offices of the “international” bank, but
in the Morgan offices in New York.*

Similar partnership arrangements with private banks have been
developed by the US. Government’s Export-Import Bank.

As noted in Chapter VI, partial mergers or joint ventures are most
prominent in foreign operations. This trend is encouraged by a glaring
inconsistency in the government’s formal policy towards monopoly.
Officially, domestic monopolies and cartels are frowned on and mergers
scrutinized. But identical practices by U.S. companies operating abroad
are encouraged—in law through the Edge Act, and in constant diplo-
matic practice—as being on behalf of American “national” interests.

However, the “national” interests are really those of great corpora-
tions, consolidating their forces in cooperation with or in rivalry with
European cartel partners and in opposition to the populations of the
countries where they invest. There is also a political reason for the
difference in approach. Domestic monopoly must be disguised to ward
off public wrath. There is little point to such pretense in places
abroad where U.S. monopolies are imposed at the point of the bayonet.

The joint operations of the State Department, the military and
intelligence agencies, and the oil companies in the Middle East are
an outstanding case in point. In 1911 the Supreme Court ordered
the breakup of the Standard Oil Trust into various component parts.
But the government offered no objection when two of these segments,
the New Jersey and New York Standard Oil companies, jointly formed
Standard-Vacuum Oil Co. as a merged enterprise for the conduct of
certain foreign investments. In 1947 the government openly encouraged
the joining of three Standard Oil companies with the Texas Corp. in
Aramco, the Arabian oil giant. Subsequently, to diminish friction with
the lesser oil companies, the State Department helped a new super-
trust, American Independent Oil Co., consisting of ten secondary com-
panies, to get a concession on the Arabian peninsula.

The Iranian Oil Consortium organized in 1954-55 represents the ulti-
mate word in state-menopolist organization of the super-corporation.
US. Government officials were prominent in the overthrow of the
Mossadegh regime which had nationalized the once British-owned
industry. Based on this exhibition of strength and its influence in the
new Iranian government, Washington was able to insist that Ameri-
can companies share in the return of the oil to imperialist control.
The new cartel was negotiated in the name of the US. Government
by Herbert Hoover, Jr., cil company magnate and diplomatic agent,
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later Undersecretary of State. Three European companies (all with
U.S. minority interests), and the Big Five American companies divide
up 95% of the oil, with the remainder shared among nine smaller
U.S. companies selected by the Big Five. Ultimate control is nicely
balanced between British and American interests, and inter-corporate
battles for domination within the consortium are inevitable.

REGULATIVE AGENCIES

Before the growth of war economy, the regulative agencies of
government were the most important components of state capitalism.
These include the Interstate Commerce Commission, the Securities
and Exchange Commission, the Civil Aercnautics Board, the Federal
Power Commission, and others. They operate more than ever as
instruments of monopoly coordination, for the establishment of cartel-
like price structures, etc. But they are now overshadowed by those
more intimate forms of government-business relations which have
enjoyed such a mushroom growth. However, government regulation
remains the main source of illusions concerning the role of govern-
ment as a restraining force against monopoly (see Chapter II). Here
we cannot discuss the regulative activities in detail. The reader is
referred to a recent book by two professors, Walter Adams and
Horace M. Gray, aptly entitled: Monopoly in America—The Govern-
ment as Promoter. They write: “Among all the devices used by
government to promote monopoly, public utility, or public interest,
regulation is in some respects the worst.”*

Where Adams and Gray fail is in speaking of the government as
a thing apart which serves the monopolies. As shown in Chapter XVI,
the government has become in large measure an integrated part of
the business structure. It is run by as well as for menopoly, and the
key men of Wall Street are also the key men of Washington.

PUBLIC AUTHORITIES AND TOLL ROADS

Military-connected Federal activities are the main things in state
monopoly capitalism as it has developed in the United States. But
new and highly profitable partnerships have also grown up in the
more familiar area of state and municipal affairs. On top of the old-
fashioned sewer scandals and haulage contract rakeoffs, the financial
big-wigs have erected modern, strictly “legal” schemes to extract
massive profits from the populace.

These relationships were built up during the economic crisis of the
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1930’s, when the bankers imposed harsh terms on local government
bodies as conditions for emergency credits. Most famous was the
bankers’ dictat to the New York City Government in 1932. In return
for temporary funds for the payment of city salaries, the City Ad-
ministration agreed to accept permanent limitations on its powers to
tax wealthy interests, and also to accept the bankers’ representatives
as permanent controllers of all key projects involving heavy construc-
tion outlays. i

This agreement has been kept by all City Administrations ever since.
The main fiscal terms were enacted into law by the State Legislature
in 1938. Robert Moses, the bankers’ choice, remained in charge of all
city planning and construction work for over two decades, surviving
bitter conflicts with the New Deal Administration.

In European countries, government ownership of industry has often
been an expendient for bailing out stock and bondholders in bankrupt
enterprises. This has not developed on a national scale in the United
States. But local governments have followed the pattern of buying
up bankrupt transit systems, paying off in big bond issues to the
bankers, multiplying fares on these lines, and then selling back the
lines or segments thereof which become profitable.

One of the most striking developments of the 1950°s was the toll-
road system. Free public roads were a main precondition for the
flowering of capitalism. The United States far surpassed any other
country in the construction of a nationwide network of highways.

During the 1930’s the banking interests began to chip away at the
free public road principle, through the levying of tolls on new bridges
and tunnels, and on the Pennsylvania Turnpike. During the 1950,
when road expansion became imperative to relieve the doubling of
traffic on a run-down network, this became for several years the main
form of long-distance trunk highway construction. About half of all
funds spent for new road, bridge, and tunnel construction in 1954 went
into toll facilities.

Like most government-owned transit systems, these are operated by
a new form of state-capitalist enterprise, the Public Authority. The
Public Authority has no stockholders and pays no dividends. It operates
with borrowed money, on which it pays interest, tax-exempt because
of the “public” designation. Authority directors are not formally
elected by private investors, but appointed by State Governors. But
once chosen, they are completely removed from government control.
They become a power beyond the influence of voters, elected officials,
or public service commissioners.

Through this arrangement, the mighty millionaires obtain all the
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advantages of two worlds—the profits of control of a private enterprise,
and the financial and political exemptions of a “government” company.
Characteristically, the commissioners or directors are “dollar-a-year”
men, corporation investors and officials holding their Authority mem-
berships along with directorships in major corporations. Directors of
the Port of New York Authority (New York and New Jersey), as
of mid-1955, included officials of Bankers Trust, Marine Midland
Trust, Prudential Insurance Co., New Jersey Bell Telephone Co.
(AT&T), and Sullivan & Cromwell. No representatives of the con-
struction workers or users of the facilitdes were on the board.

Wall Street investment bankers promote the toll roads and arrange
for their management from Maine to Texas. Business Week expressed
the situation neatly: “Among little-known facts about highway plan-
ning today, probably the least known is this: The man who ultimately
decides where a toll road shall be built, and how big and fancy, is
the investment banker, not the state politician, as it used to be.”**
Prominent among the toll road investment bankers are Lehman
Brothers (New York and Texas pikes), Blyth & Co. (New York and
Florida), Smith, Barney & Co. (New Jersey), First Boston Co.
(Oklahoma), Drexel & Co. (Pennsylvania), B. J. Van Ingen & Co.
(Ohio).

Control over toll facilities is exercised by a complex partnership of
the financial oligarchy, each member exacting a sizeable tribute. Besides
the investment bankers, there are the giant banks, which act as fidu-
ciaries for the bond issues, and the associated engineering and legal
firms. For example, the traffic engineering business is virtually cornered
by the New York firm of Coverdale & Colpitts, despite fantastic errors
in its traffic forecasts. Its senior partner, George W. Burpee, is also
a director of the Chase Manhattan Bank, often a bond trustee for
toll road issues. The team works to a common purpose; to load future
riders with the maximum burden of bonds at the maximum rate of
interest, and with allowance for liberal fees to all participating bigwigs.

To see this system in practice, let us be taken for a ride on the
New Jersey Turnpike. By the end of 1954 its Authority had borrowed
$432 million. Only $260 million had been used on actual construction,
$21 million went for engineering and architectural charges, §19 million
for financial charges, and $123 million was held idle.

Passenger car tolls roughly equal the cost of gasoline. Only 15%
of the 1954 revenues went for operating expenses, while interest took
over twice the amount spent for operations.®® Traffic estimates, and
current surpluses, show that the pike could operate successfully with
less than half its present scale of tolls. But in practice, the excess
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collected provides a huge fund in the control of the banker trustees,

“and a vehicle for further extension of Authority rule over New Jersey’s

road system.
One might ask—how can the bankers “get away” with this? The

answer is that it is “sewed up” in advance with ironclad laws and
agreements. To set up the Authority, the New Jersey legislature had
to pass a law abdicating all power to it, while the Authority in turn
had to pass resolutions abdicating contrel over tolls to the engineers.
It may not set tolls lower than recommend by the traffic and consult-
ing engineers, and these engineers may not be replaced except with
the approval of the bank trustee.

As with the Federal debt, the bankers will never let the bonds be
repaid, if they can help it. The Triboro Bridge Authority, operating
in the New York area, is one of the most profitable. It is supposed to
stop charging tolls after the bonds are paid off. But under the benign
guidance of Mr. Moses, it always finds new ways of spending its profits
to avoid this dire contingency.

Wealthy investors are major beneficiaries of the Authority system.
They get higher rates of return than on Federal bonds, plus tax
exemption, which multiplies the effective yield in the upper brackets.

The promoters’ glee at this setup is illustrated by a circular adver-
tising turnpike bonds put out by the brokerage firm of Tripp & Co.
Under the caption: “The Sad Awakening—Or Toll Roads Did Not
Originate on Wall Street,” it says: “We have learned that probably
the first form of tolls was tribute extracted from travelers back in
the days of Babylon by organized bands of robbers (please, no com-
parisons).” The circular then describes the development of legalized
toll roads in England, culminating in the passage of 453 Turnpike
Acts by Parliament in the 14 years after 1760, and comments: “Obvi-
ously, we in the United States are prkers and have scarcely scratched
the surface.” 2

Thus the financiers combine all of the complex organization of
modern technique with the shackling restrictions of feudalism. On
.the one hand, these forms are new and more effective tools for extract-
Ing profits from the population. On the other hand, they are symptoms
of decay. Capitalism, in its latest stage, tends to discard progressive
features through which it first became strong.

The Federal road-building program enacted in 1956 may slow up
the toll-road trend. But there can be no assurance that it will be

Stopped or reversed until a new grouping of social forces determines
8overnment policies.



CHAPTER XVI

Washington, Incorporated

GOVERNMENT HAS BECOME so important that the biggest businessmen
increasingly run it themselves, instead of leaving affairs of state to
specialists. The personal union of the top men in each sphere accom-
panies the functional merging of state and corporation.

Capitalist influences have clearly predominated in Washington since
the Civil War. Formerly, however, business insured itself the upper
hand by arranging the election of pliable politicians, and the appoint-
ment of career men, who could be bought or who exchanged obedience
for tenure in office. During this century the leaders of high finance
have personally occupied more and more of the key policy posts.

Modern war has been the great accelerator of this trend. Business
men entered government on a large scale during World War I, when
they took over the wartime economic regulations and handing out
of arms contracts by the Wilson Administration. Much of this was
continued in succeeding Republican administrations with important
tycoons occupying key cabinet posts. The process was temporarily
checked during the New Deal, when Wall Street left the Administra-
tion to fight it. But with the outbreak of World War II, Roosevelt
turned most operations back to high finance, which moved into war-
time agencies on an unprecedented scale. This continued in the cold
war Administration of Harry Truman, and became still more pro-
nounced under Eisenhower.

The turn to direct rule has been associated with the change in the
kind and amount of profits at stake. When American manufacturers
were still concerned with European competition on domestic markets,
the tariff was a major political issue. Bribery of Congressmen and
“log-rolling” sufficed to acquire the needed tariffs. A payoff to 2
county politician bought a local road-building contract. Now the stakes
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include foreign concessions, arms contracts, and tax regulations literally
worth billions of dollars. The old metheds are too primitive, too
risky. The personal touch is required.

During the Harding Administration, the politician Albert B. Fall,
Secretary of the Interior, was bribed by secondary oil men to turn
over Naval oil lands. This was exposed in the Teapot Dome scandal,
and Fall went to prison. But Charles Evans Hughes, Standard Oil
attorney who became Secretary of State, used the whole weight of
American diplomacy to secure for his company concessions in Iraq
and Indonesia worth many times the Teapot Dome leases. No crude
bribery was needed, for Hughes was part of the Wall Street inner
circle, automatically participating in its loot. For this and other actions,
he was honored by being made Chief Justice of the Supreme Court.

Business men moving into Washington are mainly concerned with
the newer super-profitable forms of state monopoly capitalism, en-
shrined as the highest expressions of government policy—although
some engage in private corruption of the traditional type also.

Another factor has been the decline of Congress, and the arrogation
of most governmental authority to the Executive. Formerly, for
example, Congressional drafting of tariff legislation was a matter of
some moment. But it is 27 years since Congress passed a Tariff Act.
It has ceded authority to the Executive to adjust tariffs within broad
limits.

Today most major legislation is written in executive agencies, and
subjected only to minor amendments in Congress. Treaties approved
by the Senate have been supplanted, largely, by Executive Agreements
not requiring Congressional review. The last Declaration of War
really debated in Congress started the Spanish-American War of 1898.
Foreign and military programs are carried out under general enabling
legislation, accompanied by tens of billions in advance authorizations
which permit much flexibility in the executive operation. Enormous
secret programs are approved by Congress with little or no knowledge
of what it has voted for.

The parliamentary decay facilitates the direct handling of govern-
ment by big business. Some major capitalists have sat in the Senate,
but this has never been the rule. For Congressmen have to be elected,
and the American people mistrust men of great wealth, and will
usually vote against them. Within the Executive, on the other hand,

_ﬂ_’lE'lt is necessary is to arrange for the election as president of a
politician or military figure who will “play ball” with the wealthy
8roups, and turn over to them the selection of key personnel. Also,
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with Congress less influential, and knowing less about what is going
on, it is easier for big business men in the Executive branch to serve
their private interests without check or scandal.

MECHANICS OF BUSINESS-GOVERNMENT PERSONAL UNION

Corporations increasingly organize their government operations
according to a definite system. Ex-Congressman Robert Ramspeck,
now a vice president of Eastern Air Lines, writes of the need for “politi-
cal executives” who can make policy at the departmental level, and
who are experienced in the problems of operating in government.!

In the typical corporate organization there are key executives
assigned primarily to government relations and others assigned to
work for the corporation on the government payroll. Executives alter-
nate between the corporate headquarters and the Washington positions
of the given corporation. It has its Washington law firm as well as
its New York or Chicago law firm.

The relationship between a man’s corporate rank and his govern-
ment rank is fairly well defined. The president of a secondary cor-
poration, or the vice president of a giant corporation, will rank as an
assistant Department Secretary in Washington. A lesser official of a
great corporation will rank as the head of an “industry division” or
corresponding entity in the government hierarchy. Executives are sent
on one-year or twe-year “tours of duty” in government, then return
to another “private” corporate assignment.

These lesser executives in government serve particular company
interests—they obtain government orders, arrange for the acquisition
of government properties, handle the corporation’s interests in gov-
ernment regulations and allocations, obtain information for their
employer.

Over these commuting corporate-government executives are the top
policy men of the financial oligarchy, the “Power Elite”"—those with
their fingers in many corporate pies and in the top councils of govern-
ment. These settle the great mergers and foreign investments in their
“private” offices; they make government policies on foreign affairs,
finance, and “internal security” as key officials or advisors of the
Administration in power.

Intermingled in the Executive structure are corporation lawyers
doubling as government officials, career government administrators
linked to the financial oligarchy by social and ideclogical ties; pro-
fessional politicians defeated for office and military men occupying
civilian government posts. The three last-mentioned groups often en

WASHINGTON, INCORPORATED 277

up in the corporate officialdom, after their tour of service in the govern-

* ment apparatus.

Within the Executive, the reality is quite different from the formal
picture of a supreme, elected President who appoints Cabinet members
and other aides to carry out and advise him on policies. Since 1921,
at least, except for Franklin D. Roosevelt there has been no President
who exercised a decisive personal role in that office. The lines of policy,
the important decisions, are usually made by the inner circle of the
Administration, sometimes with the participation of the President, but
often with his mere formal approval. Despite all the talk about the
“killing” character of the presidential job, its successive occupants
spend an increasing proportion of their time on vacation.

When President Eisenhower occasionally would “step out of line”
with an impromptu press conference statement sounding too pacific
or too friendly to the USSR, his White House aides or Secretary of
State would hasten to correct him. A striking example occurred in
June 1956. Eisenhower expressed understanding of the role of neutral
nations, and doubts of the efficacy of military alliances. The next day
the “White House” issued a partial “explanation” which wiped out
half of what the President had said. And the following day Dulles
directly contradicted Eisenhower, calling neutrality “immoral.”

In the traditional theory of government, a Cabinet member who
disagrees basically with the President resigns or is fired. But in the
reality of current American political life, a President who disagrees
with a Secretary of State directly representative of very powerful
financial interests eats crow and avows his great friendship for the
gentleman in question.

The key government jobs are filled by self-appointment and selection
of close associates by the particular oligarchies in control of a given
f\dministration: “As in the private corporation, the rule is the
co-optation’ of one’s own kind by those who have taken over the
command posts.” ?

B‘Ut, one will ask, why should an elected President, representing a
national political party, appoint and defer to men of great wealth?

e answer, in brief, is that the men of great wealth have an iron
8r1p on the political parties, and can usually determine the presidential
Dominees, or at least make certain that they will be individuals
amcnab.le to big business domination. This involves long-standing
connections with the local political machines, control of publicity
In?dm, and possession of the incomes needed to finance national cam-
Paigns, now generaily estimated to cost about $150 million.

Professor Alexander Heard told a Senate Committee that the buying
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of elections is not the fault of individuals, but of “the system we
tolerate and perpetuate”: “It is standard operating procedure for
officials of business (and other) organizations to make contributions
to candidates, parties, and campaign committees . . . one-third of the
directors of the Nation’s 100 largest corporations made officially
recorded campaign gifts in 1952 of $500 or more.”?

In 1956 reported contributions of $500 or more accounted for 399
of the moneys spent by Republican Party committees and 26% of
the Democratic spending. Emphasizing the fact of Wall Street domi-
nation, 309 of the large Republican contributions, and 36% of the
large Democratic contributions, came from New York State.* The
difference between the two parties is that usually more money goes
to the Republicans, and the very wealthiest men concentrate their
funds on that party, with lesser lights of big business supporting the
Democrats. However, in view of the dependence of the lesser monop-
olists on the main financial centers, ultimate domination of Demo-
cratic Administrations generally remains in Wall Street.

The small minority voice of labor in the Democratic Party since
the 1930s has had a certain influence on that party’s campaign
programs, but has not been translated into any significant partici-
pation by labor in the actual conduct of Democratic Administrations.

The main issue it the choice of presidential candidates, then, is not
which class in society and general line of policy shall prevail; but
rather which particular coalition of financial groups shall have the
greatest influence and be able to derive the most profits from govern-
ment-business arrangements.

During the 1948 and 1952 campaigns Chicago and other midwestern
interests, backing Senator Taft, sought to win control of the Republican
Party. As the Wall Street Journal put it after Taft’s 1952 defeat:
“Again it can be said in a general way that the Middle West lost
to an East-West axis.”®

Before selecting Eisenhower as their nominee, the Wall Street groups
had cultivated him and primed him for many years, and assured
themselves of his basic loyalty to their interests. Within the Wall Street
coalition ruling the Republican Party, the Rockefeller-Standard Oil
forces took the lead beginning with 1944. This reflected the rise in the
financial power of the Rockefeller group, and the war-derived increase
in American power abroad, from which the oil interests had gained
so much.

The fact of that group’s leading role was evidenced in many ways
including their first place in 1948 and 1952 campaign contributions,
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the alleged role of the Chase National Bank in the Republican Party
convention of 1952,* and the formation of the Dewey-Aldrich-Dulles
triumvirate to run Republican Party affairs, which persisted from 1944
through 1952. Aldrich was the chief fund-raiser and financial pressure
man, Dulles the foreign policy advisor, and Dewey the political
manipulator.

The key to the sclection of Eisenhower’s Cabinet was revealed by
a New York Times article shortly after his election in 1952. Aldrich,
after a brief visit to the President-elect, spent several hours with
Herbert Brownell, the principal consultant on appointments, and a
veteran Aldrich-Dewey political operator.”

The party spoils system still prevails at a secondary level, such as
in the appointment of postmasters. But party lines are not rigid when
it comes to the decisive Wall Street representations.

Henry L. Stimson, a corporation lawyer close to the Morgan in-
terests, and a Republican, was Secretary of War in the Cabinet of
President Taft, Secretary of State in the Hoover Cabinet, and again
Secretary of War in the Democratic World War II regime of Franklin
Roosevelt. Gordon Gray, a wealthy Democrat, was Army Secre-
tary under Truman, then Director of Defense Mobilization under
Eisenhower.

THE “CADILLAC CABINET”

The Eisenhower Administration marks a new peak in the extent of
direct take-over by big business. Forzune found the proportion of
businessmen in policy-making bodies twice as great as in the previous
Truman Administration. It commented on this “unique” concen-
tration of business power: “In sixty years actually there has been only
one appointment comparable in its political audacity to the naming
of Wilson and Humphrey—a need that Mr. Eisenhower has com-
mitted all at once. That was Andrew Mellon, who, it is well to
remember, was immediately made a target of bitter attacks—Mr.
Eisenhower could hardly have picked two men more representative
of the mid-century Big Corporation, of its methods, its philosophy,
and its elan.”®

* The Chicago Tribune charged that Winthrop Aldrich supplied lists of large stock-
1310!ders all over the country to Dewey and his aides. The latter wired Chase National’s

,800 correspondent banks which, using the names of stockholder-contributors, warned
the dd‘?gatcs to vote for Eisenhower.6 While the Chicago Tribure is not the most reliable
Source in the world, this charge is supported by a variety of evidence.
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Classifying key appointments, Business Week found 17 from
business, 12 from politics, five from government, four from journalism,
two each from labor, education and the military. But, as the magazine
pointed out, a number clasified otherwise “have a strong business
orientation, too.”® To say the least, considering, for example, Nelson
Rockefeller, whom Busines Week classifies as having a “government”
background. The two labor men were soon forced to resign.

Tasre 23. PRINCIPAL OCCUPATIONS OF TOP EXECUTIVES
EISENHOWER ADMINISTRATION, MID-1955

Occupation Number
Capitalists 150
Bureaucrats, technicians, minor executives 66
Lawyers 30
Military men 14
Politicians 12

Total 272

Note: The classifications are not exclusive. Of the capitalists, 29 were also lawyers, 16
also politicians, 12 also bureaucrats, and 1 also a military man. For the purposes of
this classification, a capitalist was defined as including a corporation director, a top
official of a major corporation (vice president or higher), a partner (not mere asso-
ciate) in a leading corporation law firm which has directorates in important corpora-
tions, a member of a family controlling important corporations. Many of those
classified as lawyers, but not capitalists, arc probably also men of considerable wealth
and property. The same applies to many of the State Department career men. Thus,
the “‘capitalist” classification is cautious, and involves some underestimation. The 272
individuals were selected according to positions occupied, as shown in the U.S. Govern-
ment Organization Manual, 1955-56,

Source: Compiled from Who's Who, Government manuals and releases, newspaper and
periodical accounts.

Our own tabulation covers 272 policy-making or top executive
positions within the first Eisenhower Administration—the Cabinet
members, undersecretaries, general counsels and key officials peculiar
to certain agencies, and the ambassadors to major countries (Table 23).
At least 150, a clear majority, were active capitalists or wealthy men
through inheritance or former business activity. Moreover, most of
the 122 not classified as capitalists had a lifetime of intimate connection
with and service to capitalists. They are classified otherwise solely
because there is no available evidence of their being personally
affluent or in control of significant enterprises. Not a single one had
a labor background.

At any rate, men of wealth and capital definitely predominate-
The government careerists and the professional politicians have defin-
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itely given way to businessmen in the executive control of government.
Moreover, the professional military men, who since World War II
have entered the civilian government apparatus, have gained a mere
foothold there. The proportion of military men in key civilian posts
is no larger, and probably smaller, under the Eisenhower Administra-
tion than under the Truman Administration.

The 150 capitalists include some from the largest corporations,
wealthiest families, and most important corporate law firms. Some
are from intermediate ranks, and others still of purely local im-
portance. The one general feature which stands out is the prominence
of financiers and financial industrialists, corresponding to the im-
portance of the financial oligarchy in the general structure of cor-
porate control. Of the 150, seventy-one are either predominantly
bankers or include important financial institutions in their directorates
or known possessions.

The postwar trend towards a more direct operation of government
was planned by the “elite,” and well started during the “Fair Deal”
Administration of Truman—and, it must be said, with that Adminis-
tration obviously collaborating with it.

The definite plan to this end, and its connection with an expansionist
foreign policy and reactionary domestic policy was bluntly set forth
by tho? Treasurer of Standard Oil (NJ), Leo Welch, in 1946. Business
men in g.overnr'nen‘t! was his slogan. He called on corporations to
ma-llfc this possible for their outstanding men by placing them in a
position, either through groups or singly, where they can weather
the strain financially.”*°

Standard Oil went about this quite simply. It merely continued to

Pay its officials their corporate salaries while they collected govern-
ment salaries!

WILL WHITE AND NELSON ROCKEFELLER

} Mr. Will W, White, a Standard Oil official, went to Washington
in 1?54 for his two-year “tour of duty” in government. Being a vice
‘pres1dent.of a Standard Oil subsidiary, he was given the correspond-
1ng rank in government, brigadier general, and appointed staff director
of petroleum logistics in the Defense Department. “General” White
appeared as an Administration witness before a Congressional Com-
Mittee considering a government pipeline to carry crude oil from
St CSEI Texgs to California. He “rejected the proposal,” as indeed,

andard Oil has furiously opposed all projects for government-owned
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pipelines. But “General” White demurely refused to state his reasons
—apparently they were a military secret!

Even the cynical Representatives were a bit nettled by this, and
began to ask “General” White other questions: “Under questioning,
General White revealed he still was drawing pay from the Esso Export
Corporation, of which he was vice president before going on military
duty for two years ending next February. He said he ... was getting
paid the difference between his general’s salary and his former pay
until he returns to his company next year.”***

The Congressmen raised their hands in horror, but the incident was
soon forgotten, and Mr. White duly returned to Standard Oil in 1956
as vice president of another subsidiary.

All this is related to the “conflict of interest” statute which states:
“Whoever, being a government official or employee, receives any salary
in connection with his services as such an official or employee from
any source other than the Government of the United States . . . shall
be fined not more than $1,000 or imprisoned not more than 6 months,
or both.”*?

The same penaldies apply to the payer of the salary, whether an
individual or a corporation. Needless to say, neither Mr. White, nor
anybody from Standard Oil, was ever prosecuted by the Justice De-
partment. If this and other “conflict of interest” statutes were ever
actually enforced, the government of the United States, as presently
constituted, would virtually collapse!**

Will White is representative of thousands of Standard Oil executives,
at various government levels, especially in the Armed Services. Eight
of the 14 directors of Standard Oil (N]), in 1955, had gone through
the cycle—Standard to government and back to Standard. Similar
arrangements are made by other groups, if not on such an all-pervasive
scale as the Rockefellers.

For the really top men of the financial oligarchy, in the Cabinet
and National Security Council, it isn’t a question of continuing pay-
checks. These are the multi-millionaire stockholders in many corpora-

came when Rep. Rivers of South Carolina

#* The really fantastic part of the exchange
“It certainly woul

asked White if his background would affect his economic thinking.
not,” the General replied!

** Another way of keeping the company executive in government on the home payr oll
is through the use of “dollar a year men” or—as they are now known—"“Without Com”
pensation Employees.” Congressional hearings on the operations of the Business an
Defense Services Administration, conducted in 1955, showed how these “WOC'S” syste”
matically use their “government” jobs as highly profitable Washington offices of thef

respective companies.
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tions. They simply retain their investments and continue to receive
the dividends therefrom, while using the government to promote
policies designed to lead to increased dividends and profits of control

Perhaps the best example of this is the career of Nelson Rockefellcr'
to whom the executive-General Will White is ultimately responsibk;
through the various echelons of corporate and financial control of the
Standard Oil empire.

Rockefeller began his government work in 1942, as Coordinator of
Inter-American Affairs. In this and later activity, Rockefeller has con-
sistently used a political variant of the famous Rockefeller philanthropy
Publicly, he is the advocate of people’s welfare, especially the economi(;
welfare of underdeveloped countries where Standard Oil investments
predominate.

But the more effective objective of his role in the CIAA was, as
expressed in his memorandum on the subject, to “take advantagé of
the opportunity afforded by the closing of European markets to draw
the Latin countries closer into our orbit.”*®

La‘tcr, as Assistant Secretary of State in charge of Latin American
Aff:;urs, Rockefeller played for the good will of the most reactionary
Latin Amefican politicians by helping to put over the admission of
the Argentine Colonel’s regime into the United Nations. The late
Senator Tom Connolly said of the San Francisco founding conference
of the UN: “Also from the State Department was Nelson Rockefeller
on Wl_lom we depended to win the support of South American’
countries. He was a man of good ability and had had long association
:iﬁl {..atm American problems. Several times on close issues, we told

Timi..o:)vl:; get your people lined up ‘right away’.” 1
o maugurated. t'h.e famous “mechanical voting majority”
;’mlc Dd:storted UN activities for many years. Rockefeller left the
Per;_zrmf:}:il;t'ment in the wake of conflicts arising largely from his UN
naﬁl;;allnDlzfg,oh; er;:ta;;{:flalred inBWashington, as head of the Inter-
ing ote Preaie D o visory oard, ’t’o recommend ways of carry-
Administrationnht ruman’s “Point Four” program. In the Eisenhower
elfare g G :i :;jasn mafdc;h Uni:lrs.ccretary of Health, Education and
corganivation. 1o of the Advisory Committee on Government
resont £ - Then in Def:ember 1954 he was promoted to be the
an unes] Z;gn pcﬁl.q‘(‘ advisor. The order appointing him contained
Cabioe; pth g;p 1: You are rcquesth to attend the meetings of
. P, e National Security Council, the Council on Foreign
ic Policy, and the Operations Coordinating Board.”*®
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In short, Rockefeller was appointed to all of the main strategy and
operating centers of the government, including its top body, the
National Security Council. At the same time he remained head of
the Government Reorganization Committee. On some of these boards
he acted as the President’s Deputy.

In short, here was a man, never elected to any office—and probably
incapable of election by virtue of the Rockefeller name—who was
given the key to Washington, and a voice in all councils solely by
virtue of his family’s enormous economic power and financial position
in the Republican Party.

One would think that a man with such varied government responsi-
bilities would be head over heels in work. Not so Rockefeller. All of
these taken together were merely a part time job, paid for per-diem
on the days Rockefeller was on the scene.* On the other days Rocke-
feller had to participate in the “private” affairs of Rockefeller Brothers,
Inc., and to establish the proper relations between these private interests
and his government activities.

Here we see he acme of C. Wright Mill’s “decision maker,” the
ordinary human being who, by virtue of family fortune is transformed
into a “superman” empowered to determine issues affecting hundreds
of millions of people over a virtually limitless range of economic and
political affairs.

Of course, his power was never uncontested. Besides hostile class
and national forces, he had to reckon with other “decision makers”
representing combinations of comparable power with certain interests
in conflict with his. Thus Rockefeller quit the Eisenhower Adminis-
tration after failing to get adoption of his proposals—their content
never publicized—for stepping up the economic cold war after the
Geneva Conference had eased it. But while this resignation may have
been a sort of personal protest, his group had no intention of ceding
the key post. Rockefeller was replaced by W. H. Jackson, another
representative of the same approach and set of interests.

DULLES

John Foster Dulles represents the last word in the merging of
“private” and “government” affairs. Part of the financial oligarchy,
he is connected with most of its important groupings. At the same
time, he is specially trained for the tasks of modern imperialist

*Of course, the compensation, at the rate of $15,000 per year, was a joke, that sum
being a fraction of Nelson Rockefeller’s dasly dividend income.
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government. His grandfather, John Watson Foster, and his uncle,
Robert Lansing, were prominent in expansionist diplomacy. And even
before World War I Dulles entered the diplomatic scene. His business
career has been as a law partner in Sullivan & Cromwell, which
specializes in the foreign affairs of U.S. big busines. With the expansion
of these foreign interests, it has emerged decisively as the largest
Wall Street law firm, and Dulles as its leading partner.

Besides representing American corporations overseas, Sullivan &
Cromwell represent the affairs in the United States of their European
cartel partners. Prior to World War II, this meant most conspicuously
the business affairs of Nazi Germany. Dulles’ firm represented 1. G.
Farben, Vereinigte Stahlwerke, and the American subsidiaries and
agents of the former. It did and still does represent the Schroder
Trust, formerly Hitler’s financial agent. Dulles became dummy voting
trustee of German-controiled corporations here in a vain attempt to
prevent their seizure during World War II. Hitler’s personal agent
here, Westrick, had been a Sullivan & Cromwell representative in
Germany.*®

Dulles helped his clients politically as well as professionally. The
Mr. Dulles who now condemns neutrality as “immoral” was a great
advocate of American neutrality towards fascism. He and his wife
were contributors to the America First Committee, and his sister, still
in the State Department, was an open Hitler supporter. Dulles was
Fhe author of those “famous last words”: “Only hysteria entertains the
idea that Germany, Italy or Japan, contemplates war upon us.”*

Or, one might think, they should have been the last words so far
as Dulles’ political future was concerned. But his powerful friends
recognized this as a calculated “mistake” for purposes with which they
sympathized. During World War II, Allen Welsh Dulles, brother
and law partner of John Foster Dulles, was behind-the-scenes negoti-
ator with German big business for the Office of Strategic Services in
$w1tzerland. After the death of Roosevelt, John Foster Dulles became
Increasingly prominent as a State Department advisor, and in many
Tespects virtual alternate to the Secretary of State. With the election
of Eisenhower, he formally occupied that post; while his brother,
already active in government affairs, became director of the Central
Intelligence Agency.
¢ Cﬁfta.unly no man has been as influential in American foreign policy
sffrmatmn dung the postwar decade as John Foster Dulles. His
Ogans_ of “liberation,” “massive retaliation” and “brink of war”
Symbolize the aggressive and dangerous game he plays.
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Sullivan & Cromwell partners, including the Dulleses when they are
off the government payroll, represent and have interlocking directorates
with many leading corporations and banking houses.

While these positions connect with every important New York
financial group, two relationships are outstanding. The closest tie is
with the main Rockefeller-Standard Qil interests. Sullivan & Cromwel}
represents Standard Oil (NJ) and the First Boston Corp., key indus-
trial and investment banking firms of the Rockefeller group. Dulles
personally was on the board of the Bank of New York which is
controlled by a group of Rockefeller-Standard Oil families, and
Sullivan & Cromwell represents the industrial corporations closest to
the Bank of New York. Dulles was also a director of International
Nickel, in which the Rockefeller interests—though not necessarily
controlling—are sufficient to justify a personal directorship for Laurance
Rockefeller. Before taking the State Department job, Dulles was
Chairman of the Rockefeller Foundation, signifying a relationship of
unusual trust with the Rockefeller family. As does his taking Joha D.
Rockefeller 3rd as advisor in making the Japanese Peace Treaty, and
his decade-long association with Dewey and Aldrich as the top trium-
virate of the Republican Party. The other intensive connection is with
the Stillman-Rockefeller family of the Schroder Trust and the First
National City Bank (see Chapter X).

One other group of Sullivan & Cromwell connections is of particular
interest. In 1950, when Dulles unsuccessfully ran for the Senate against
Herbert Lehman, it was alleged by Lehman supporters that ant-
Semitic propaganda was used by the Republicans. The special associa-
tions of the firm with the anti-Semitic Nazis have been noted.

Yet Sullivan & Cromwell has been attorney for Lehman Brothers in
some cases, and is the general counsel for the associated investment
banking houses of Goldman, Sachs & Co., and Lazard Fréres, as well
as the Lehman-Lazard investment trust, General American Investors,
and the largest of the Lehman department store chains, Allied Stores.

INFORMAL CONTACTS

The affiliation of government and business is not limited to the
formal occupancy of government posts. Intimate contact is maintained
through Congressional lobbyists, the network of business and financial
advisory committees that are consulted on all major policy questions,
newspaper editors, public relations and advertising firms. The men
in government are in frequent contact with their counterparts in the
home offices.
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At the highest level, the personal meetings and friendships of
President Eisenhower synthesized these contacts. U.S. News and World
Report listed 474 non-governmental visitors at 38 White House “stag
dinners” during 1953 and 1954. The magazine conservatively classified
294 as business men. In contrast, there were eight union officials.

These informal meetings have a definite role in policy formation:
«The President mentions a few topics he would like to discuss. As
the evening moves on, he may ask each guest, in turn, for his views.
Usually, the guests are ready to talk.”

Most of the guests are the really top men of the main financial
groups. Wall Street influence is shown by the New York addresses
of 161, or over one-third of the guests; others reside in New York
City suburbs or manage Wall Street controlled corporate affairs from
other home addresses. Four Rockefeller brothers are on the list, and
the fifth was seeing Eisenhower as a government official. The Morgans
matched this with five directors of J. P. Morgan & Co. Also present
were the chief executives of financial and industrial corporations of
the Rockefeller and Morgan empires.

Leaders of the other major financial groups, of the important in-
vestment banking firms, of the utilities, major industrial corporations,
and radio-TV and newspaper firms were all there, along with assorted
Texas oil men and California tycoons. Of those occupying the citadels
of power, only one family was missing. Not a single du Pont came
to an Eisenhower dinner. Truly a strange omission.'®

COMPARATIVE INFLUENCE OF DIFFERENT
FINANCIAL GROUPS

The distribution of power within the government does not auto-
matl‘ca'lly correspond to the hierarchy of economic power. Inner-
adm:p}stration conflicts, and the direction of particular policies, are
conditioned by the exact financial interests having the greatest voice
n the. clique exercising political control.

During the Truman Administration, for example, the Wall Street
firms Brown Brothers Harriman & Co. and Dillon, Read & Co. had an
IIiIDUS%Ial degree of influence. The former was represented by W. Averell
Se?:::‘man’ Secretary of Commerce and later Director of Mutual
Sccretlty, and by Robert A. Lovett, Undersecretary of State and then
b ary of Defense. The latter firm was represented by the schizo-
Ehi;mcf]ames Forrestal, first Secretary of Defense, and by Paul Nitze,

of the State Department’s Policy Planning staff. Harriman,
vett, and Forrestal were influential, beyond their specific jobs, in
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" fomenting and accelerating the cold war policies which were the chief
feature of the Truman Administration.

Morgan influence was most prominent in the general conduct of
foreign affairs, with special reference to their main area of interest,
Europe. Three of the four secretaries of state in the years 1944-52 were
closely connected with the Morgan group—Edward R. Stettinius Jr,,
son of a Morgan partner and chief executive of US. Steel; James F,
Byrnes, between government jobs a director of Newmont Mining
(Morgan investment trust), and Dean Acheson, a veteran lawyer of
the Morgan-associated law firm, Covington & Burling. Acheson was
generally credited with authorship of the Marshall Plan. Lewis
Douglas, prominent financier of the Morgan group, was Ambassador
to Great Britain in 1947-50, while the son of the original J. P. Morgan’s
righthand man, George W. Perkins, was Assistant Secretary of State
for European Affairs.

The Rockefeller influence, while less distinct, was still potent. The
positions of Nelson Rockefeller and Dulles in the Truman Adminis-
tration have already been discussed. Representatives of Standard Oil
man John Hay Whitney were prominent in intelligence and propa-
ganda work, while the Chase National Bank dominated the Inter-
national Bank.

In the Eisenhower Administration, this balance was considerably
changed, with the Rockefeller interests coming to the fore. The inner
sanctum in this Administration was the National Security Council,
composed of a baker’s dozen of men.

NATIONAL SECURITY COUNCIL

Traditionally the Cabinet was the chief advisory body to the Presi-
dent. However, in recent decades it has deteriorated. Its meetings have
become hardly more than informal gossip sessions. Cabinet members
excrcise their influence mainly through individual contact with the
President.

In 1947 a new, smaller body was set up: The National Security
Council. The passage of power from the Cabinet to this Council signi-
fies the emergence of military-foreign affairs considerations as the
secret but decisive core of State policy. The National Security Council
became most active under Eisenhower. It met regularly, had a networ k
of subordinate staff agencies and decided really vital policy issues-
During the first two years of the Eisenhower Administration along,
579 Presidential decisions came out of National Security Cound
meetings.
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Fortune writes: “His (Eisenhower’s) use of the National Security
Council as the strategic planning body at the apex of government
may well become his most significant contribution to the executive
technique.”*® Busines Week writes that the Council is becoming: “The
Nation’s top board of directors of national security. . . .The scope
of the National Security Council cuts across all branches of the federal
government from military matters to atomic energy, ecenomic aid, and
psychological warfare. . . . In short, the National Security Council is
becoming the top thinking staff for the President. . . . And that may
include even domestic policy.”**

The National Security Council has five members specified by law
and eight others by a practice crystallized during the Eisenhower

Administration. The thirteen, as of mid-1956 were:

Dwight D. Eisenhower
Richard M. Nixon
John F. Dulles

Charles E. Wilson
Arthur 8. Flemming
George M. Humphrey
Percival F. Brundage
Harold E. Stassen
Allen W. Dulles

Adm, Arthur W. Radford
Lewis L. Strauss
William H. Jackson
Dillon Anderson

President

Vice President

Secretary of State
Secretary of Defense
Defense Mobilization Dir.
Secretary of Treasury
Budget Director
Disarmament Advisor
Intelligence Director
Chmn. Joint Chiefs Staff
AEC Chairman

“Cold War” advisor
Pres. Asst, NSC Affairs

Chart VII shows the main formal business or occupational connec-
tions of each, and the major financial interest groups with which each
man has the closest ties.* Three are financiers, three corporation law-

* Most of the connections shown in Chart VII are obvious from well-known corporate
positions. Others require brief explanations. Strauss, tormerly a Kuhn, Loeb partner,
became in 1951 financial advisor to the family firm of Rockefeller Bros. Inc., and director
of various family-owned corperations. Brundage was a partner in the largest corporate
accounting firm, Price, Waterhouse & Co., which audits the books of many giant cor-
porations, with special emphasis on the Standard Oil group. Anderson was a partner in
the Houston law firm of Baker, Botts, Andrews & Sheperd, which represents local inter-
ests as well as Wall Street interests in Texas. Anderson was himself director of Houston
firms, as well as Westinghouse (Mellon-Rockefeller), and chairman of Electro-Mechanical
Research Corp. of Conn., a small but significant armaments firm in the First Nationfil
City Bank sphere. Nixon was brought to political prominence by the Southern California
reactionary capitalists. He received a private slush fund from several score of these, includ-
ing Herbert Hoover, Jr., and others who later obtained Eisenhower Administration posts:
His acceptability to the Wall Street interests is indicated by the fact that he was selcctid
for the vice-presidency in 1952 out of cight potential candidates by Dewey and Brownell.?*
Stassen was floor manager of Wendell Willkie, the Morgan utility man, at the Republican
Convention in 1940, His own 1952 campaign manager was Bernard Michael Shanley:
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yers, one 2 corporation accountant, and one an industrial executive.
Seven of these eight are from the zenith of the financial ruling cliques,
and the eighth was brought into contact with the top circles shortly
before his governmental appointment. Two are (or were) professional
military men, two are professional politicians, and one a professional
bureaucrat. In short, eight from the highest circles, five their technicians
and operators.

Eleven of the thirteen have close connections with one or more.
major financial groups. Eisenhower, the President, is shown as con-
nected to “all major groups,” reflecting the inclusive combination of
Wall Street interests which put him into power. Five have their
strongest links with the Rockefeller-Standard Oil group; two of
these also having strong ties with the National City Bank-Stillman-
Rockefeller interests, one also having ties with most major groups.
One has his primary connection, and another a close secondary link,
with the Morgan group. California (Los Angeles), du Pont, Cleveland
and Texas interests are each represented by one National Security
Council member.

There were periodic changes in membership, but the general balance
of forces remained fairly stable throughout the first Eisenhower
Administration.

CHECKS AND BALANCES

The title of this chapter names a tendency, not a fully accomplished
faFt. The tendency towards corporate political monopoly coincides
with the tendency towards curtailment of civil liberties and repression
of political dissent, as it coincides with the tendency towards a garrison
state and war.

ShOl:lld a particular combination of aggressive, globally expanding
financial empires obtain complete dictatorial sway in Washington,
thCI.l we shall truly confront the danger of the corporate state, and
fascism,

_But, while particular groups of high finance have, from time to
time, obtained a leading place in the Washington hierarchy, none has
yet established an outright monopoly of power, or been able to wholly
Suppress rival financial groups politically.

g:;“;];oﬁrﬂoration lawy'er and director of Morgan-group comganies. Just as Eisenhower
the Univcrscit atholumbxa, Sfassen was prepared for a top political post as president of
o presd y OT Pcnnsylvlama—where from 193'0 to 1944 a J. P. Morgan partner had
ston 1o ;nt. h‘c most important banker behind Stassen, according to newspaperman

» Farrar, is John W. Hanes of the Bankers Trust.22
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More to the point, if Wall Street generally predominates in Wash-
ington, its power is not yet absolute. Governments in America must
still reckon with the labor movement, farmers, small business. They
must still take into account elections and parliamentary and judicial
procedures. On important occasions they have been forced to bend
their sails to the winds of public opinion.

The point of this chapter, then, is not to break down confidence in
democratic action, procedures, and institutions. On the contrary, its
lesson is the need for a multiplied participation of the population in
these affairs, and with that unity and organization required to match
the concentrated power of high finance. Our future requires success
in this, in order to transform “Washington Incorporated” into “Gov-
ernment of, by, and for the people.”

CHAPTER XVII

Wall Street Abroad and Foreign Policy

The U.S. has had a hand in making and unmaking several govern-
ments since World War II. US. ambassadors are today “running”
more countries than the record will ever show. Through USIA,
Americans are laboring not only to “make jriends” but to mold the
group and individual minds of millions to U.S. ends. Officially and
unofficially, Americans around the world are working to build anti-
Communist unions and smash pro-Communist unions. They instruct
and indirectly command foreign armies. They manage and sustain

national economies. —ForTuNE, FEBrRUARY 1957,

INTERNATIONAL NEWs UsUALLY dominates the front page of the New
York Times. World events usually come first in radio news broad-
casts. Since the 1930’s the center of governmental action and informed
public attention has been shifted from internal to external affairs.
And with good reason.

For two decades, the world has either been at war or afflicted by
serious international tensions containing the danger of war. America
has emerged as one of the two great world powers, with its inter-
national military and economic expansion beyond precedent. The
U.S. Government, for a decade, has followed a policy loosely described
as the “cold war.” Instituted and carried forward by Wall Street
administrations, it synthesized the drives and aims of American big
business. These include the seeking of profits from military contracts
and foreign investments, the attempt to suppress or “contain” the
socialist system, whose successes can undermine the political domina-
tion of monopoly in other countries, and the use of “international
émergency” as a political weapon against American anti-monopoly

forces, who can conveniently be branded as “subversives.”

Here we focus attention on one of these driving forces, promotion
of ff)reign investments, which is of particular interest in a volume
dealing with monopoly domains. It is all the more useful to do so,

Cause the general public is given little information on this score.
Facts concerning the scope and profitability of foreign investments,

203
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and their relevance to crucial foreign affairs questions, are minimized,
shrouded in silence, or distorted into a supposed kind of charitable
aid advanced by cur country to others.

The foreign properties of American corporations now exceed cor-
responding holdings of any other country in all history, and are grow-
ing more rapidly and yielding more profits than foreign investments
ever did before. The cold war has contributed much to these results,
and a continuing major objective of U.S. foreign policy is the pro-
tection and advancement of the international empire of high finance.

A penetrating conclusion of Lenin’s theoretical research is par-
ticularly applicable to the United States today: “Under the old capital-
ism, when free competition prevailed, the export of goods was the
most typical feature. Under modern capitalism, when monopolies
prevail, the export of capital has become the most typical feature.”

The volume of U.S. foreign trade, in comparison with the 1930,
has doubled, and the United States now leads all other countries in
trading volume. More significant, the value of U.S. long-term foreign
investments has multiplied four times since 1939, and far exceeds the
combined totals of all other countries put together.

Already, the scale of business based on foreign investments is more
than twice that based on foreign trade. (Table 24.)

Tarre 24. BUSINESS GENERATED BY EXPORT OF CAPITAL AND
BY EXPORT OF GOODS, 1955

Sales Abroad of
U.S. Subsidiaries - Exports from US2
Country or Area (millions) {millions)
World $30,000 plus $14,262
Canada 6,000? 3,400
Latin America 4,946¢ 3,490
United Kingdom 2,5000 924
@ Excludes military grant aid shipments. b Manufacturing companies only, ¢ Ap-

parently excludes European colonies in Latin America, notably Aruba.

SourcEs: Exports from Survey of Current Business, December 1956. Sales abroad of U.S.
subsidiaries: World: estimate of Lionel Edie, in Business Week, April 7, 1956; Canada:
ibid; Latin America: Survey of Current Business, Jan., 1957; United Kingdom: esti-
mates of Prof. John H. Dunning, in Business Week, March 31, 1956.

Moreover, foreign investments are the dynamic factor which assures
the foreign trade position. A substantial proportion of U.S. machinery
exports are to foreign subsidiaries of American corporations. U.S.
exports of general commodities are wholly predominant in those
countries where American corporations control the main industries.
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Of the imports of major raw materials into the United States in 1955,
some 58% came from U.S. companies abroad.” It is safe to say today
that foreign investments and the profits therefrom are the main factor
in international economic relations, with foreign trade in a secondary
and derivative position.

The growth of American foreign investments is shown partially in

Table 25:

TasLe 25. U. S. INVESTMENTS ABROAD, SELECTED YEARS, 1914-55
(billions of dollars)

Investments
Year Total Direct
1914 $ 3.5 $ 2.6
1919 7.0 39
1930 17.2 8.0
1939 11.4 740
1946 18.7 7.2
1953 396 16.3
1955 44.9 19.2

Source: Survey of Current Business, Aug., 1956.

Direct foreign investments—that is, the foreign properties of U.S.
corporations—doubled in the decade after World War 1, and tripled
in the decade after World War II (allowing for the further growth
during 1956 not shown in Table 25).

Foreign investments are more profitable than domestic investments,
for a very simple reason: Wages everywhere are lower than in the
United States, and, in some countries where foreign investments are
concentrated, are a mere fraction of those prevailing in the United
States. Table 26 shows the rapid postwar rise in profits on foreign
investments, and how American corporations’ dependence on foreign
profit sources is increasing.

In the ten years since 1946 corporate profits from foreign investments
increased more than 2509, while profits on domestic investments
increased less than 50%. Formerly accounting for 7% of total cor-
porate profits, foreign investments now account for 15%, and the
Proportion is growing rapidly.

Moreover, foreign investments are highly concentrated among the
largest corporations. It is not unlikely that the 200 largest corporations,
now receiving 579% of total corporate profits, receive over 0% of
foreign investment profits (omitting financial companies in both
cases). Considering giant corporations as a whole, something like
one-fourth of their profits come from foreign investments.



296 THE EMPIRE OF HIGH FINANCE

TasLe 26, PROFITS ON DIRECT FOREIGN INVESTMENTS AND TOTAL
PROFITS, U.S. CORPORATIONS, 1940 AND 1946-56

Corporate Profits after Taxes

(millions) Percent Foreign
Year Foreign Toral of Total
1940 $596 $6,486 9.2
1946 939 13,440 7.0
1950 1,769* 22,141 8.0*
1955 2,846 21,133 13.5
1956 (preliminary) 3,153 21,500 14.7

* Commerce Department tabulations beginning with this year are compiled on a new
basis which reduced the official figures of foreign investment profits by 7.59% in 1950,
and may be presumed to have a corresponding effect in later years.

Source: Compiled from various publications of the U.S. Department of Commerce. 1356
estimates based on trend for first 9 months.

All this appears on the surface. Like an iceberg, the larger part is
hidden from view. The official figures are based on back value, bur,
as the Commerce Department observes, “the market value of direct
investments could well be more than double their book value.”
Furthermore, “the market value would more nearly reflect the great
productivity and earning power of these enterprises.”® Fortune com-
ments that this statement “opens up some tremendous vistas. For the
real value of direct corporate investment overseas may well be on
the order not of $19 billion but of §50 billion or more. . . . The total
U.S. commitment overseas may well be in the neighborhood of
$75 billion, or roughly equivalent to the annual national incomes of
the U.K., Canada, and the Netherlands combined.”

Moreover, if various forms of reinvested hidden profits were counted,
1955’s “new direct investments . . . might be $3 billion to $5 billion
rather than $1.6 billion, and certainly American investment abroad
would be seen in a new dimension.”

Taking the midpoint of the range suggested by Fortune, the total
profits from foreign investments come to $5.8 billion in 1955. Beyond
this, there are the collateral incomes derived from a dominant foreign
investment position (shipping and insurance income, royalties, sales
above value and purchases below value), estimated in American Int-
perialism to have totalled $5.6 billion in 1948.° If these have not been
reduced, the total take, direct and indirect, of American big business
from its foreign holdings now exceeds §11 billion yearly.

Special reports of the National Association of Manufacturers and
other big business organizations project an accelerated future growth
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in foreign properties and profits. Business Week devotes a special
report to executives to this subject, under the tite: “The World in
25 Years: How the U.S. Economy Will Reach Around It.” It is based
on the theme that “American business will have to look overseas as
it has never done before” for raw materials and for “foreign invest-
ments to find a profitable use for its capital.” The entire Western
Hemisphere, all of Africa and the Middle East, and Australasia, will
be under the sway of U.S. capital, with European imperialism com-
pletely squeezed out. One college graduate in four will be employed
by U.S. corporations abroad, living in style in transplanted American-
suburbia type communities isolated from the local populations. The
beauty spots of the world, from North Africa’s Riviera to Australia’s
Great Barrier Reef, will be transformed into vacation resorts for
American tourists prospering from their share of the fabulous profits
from foreign investments that are projected.®

The impact of all this on the half a billion people living in the
areas claimed (Business Week, unlike some others, “modestly” leaves
the Far East to Japan), is dismissed with generalities about rising
fiving standards and warnings against their trying to industrialize too
rapidly. The bland assumption that they will permit the realization of
this imperialist Utopia is certainly open to question. But that U.S.
foreign policy strives to implement it is not.

OlL

The stake of American big business in foreign investment is dis-
tributed most unevenly as between different industries and different
centers of financial power. The varying intensity of foreign invest-
ment is shown in Table 27.

In every case, the real importance of foreign investments 1s greater
than indicated by the percentage figures, because of the factors of
understatement mentioned above. This applies particularly to oil
investments. The Chase Manhattan Bank estimates the gross invest-
ments in fixed assets of U.S. oil companies abroad at about $8 billion
in 1955, and the “intrinsic” or “going concern” value as “some mul-
tiple” of that.” Thus the actual foreign stake of American oil com-
panies is at least $16 billion.

Table 31 makes apparent the overwhelming position of oil, both in
the stated value of its foreign investments, and as having the highest
percentage of foreign investments to total investments. Second place
is occupied by the metal industries, but this also is very uneven.
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Foreign investments are a very large proportion of the total for
aluminum, copper, and certain other non-ferrous metals, but com-
paratively small though growing for steel. The “all other” manufactur-
ing industries, with the very low percentage of foreign investments,
consist mainly of consumers goods. Public utility investments abroad
are low, because they do not yield such high rates of profits, and
because the low level of economic development in the traditional areas
for investment limit the market for power and other utilities.

TaeLe 27. FOREIGN INVESTMENTS AND TOTAL INVESTMENTS,
MAJOR INDUSTRIES, 1955

(millions of dollars)

Investment
Percent Foreign
Industry Foreign Total of Total

MINING AND MANUFACTURING

Petroleum $5,792 $24,000 24

Metals 2,966 21,500 14

Motor Vehicles 963 9,105 11

Chemicals 945 11,672 8

Machinery (non-elect) 673 10,891 3

Food Products 622 11,362 5

Electrical Machinery 602 5,814 10

Rubber Products 386 2,127 18

All other 848 35,000 2
Public Utilities 1,588 53,000 3
Trade 1,289 35,000 4

Sourck: Foreign investments from Survey of Current Business, Aug., 1956. Total invest-
ment equals stockholders equity of manufacturing corporations, as shown in FTC-SEC
Quarterly Financial Report, Fourth Quarter 1955, plus same for mining corporations,
public utilities and trade corporations, as shown in Statistics of Income for 1952, with
roughly estimated additions to allow for growth between 1952 and 1953,

While oil has long been a leader in American foreign investments,
its clearcut dominance of the field developed during the postwar
decade. Between 1943 and 1955 petroleum investments abroad in-
creased fourfold, and from 19% of all direct foreign investments to
30%.°

In 1955, 77% of the profits of Standard Oil (N]) came from abroad,
and the rate of return on its foreign investments was six times that
on its domestic investments. More than half the profits of each of the
remaining four of the Big Five U.S. international oil companies came
from foreign sources. Table 28 shows the dramatic rise of the oil
companies in the amount and share of foreign investment income they
receive.
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TasLe 28. INCOME FROM DIRECT FOREIGN INVESTMENTS, 1940 AND 1955
(millions of dollars)

Number of Times

Indusiry 1940 1955 Increase 1940-1955
Total 412 1,978 4.8
Petroleum 94 1,039 11.1
Manufacturing 113 398 35
All other 205 541 2.6
Percent petroleum of total 22.7% 52.5%

Nore: The income figures shown here are less than the profit figures shown in Table 26
because Table 28 excludes all reinvested profits.

Sources: 1940 from U.S. Dept. of Commerce, International Transactions of the United
States during the War, 1940-1945, Table 16, p. 73, Wash., 1946; 1955 from Survey of
Current Business, Aug. 1946.

The billion dollars shown here for 1955 petroleum income is a
fraction of the actual return. For example, it includes $351 million
of income from the Middle East. But Burnham & Co., a Wall St.
house, estimates the “gross profits” of the Big Five American com-
panies from Middle Eastern oil at $867 million, and notes that its
estimate is less than the “cash flow” basis used by oil stock specu-
lators.’

But the table does give a reasonably accurate comparative picture.
In 15 years oil companies’ foreign profits multiplied eleven times, as
compared with three times for all other corporations. Oil companies’
share in total foreign income increased from over one-fifth in 1940 to
over one-half in 1955. Almost all of the foreign oil profits go to the
Big Five, distributed roughly as follows: three Standard Oil com-
panies, 66%; Gulf Oil (Mellon), 20%; Texas Co., 14% (prorated
according to foreign crude oil production).

This means that the Rockefeller interests control from their foreign
oil properties alone more than one-third of all profits from direct
foreign investments, in addition to the foreign investment profits of
the Chase Manhattan Bank and other enterprises of the group. Con-
sidering the foreign oil, aluminum and other properties of the Mellon
interests, it is reasonable to estimate that these two allied groups
together control about one-half of all foreign investment profits.

INVESTMENTS IN EUROPE AND THE MORGANS

Al major big business groups, in greater or lesser degree, have
extended their foreign holdings with the postwar surge of American
economic and military power. The Rockefellers, despite their primacy
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in this respect, could not alone determine the general course of U.§,
foreign policy. The others, by and large, have similar objectives,
although with variations in detail which on occasion become significant.

Especially important has been the expansion of American interests
in Western Europe. The capitalists of this area depended on American
military and financial support to maintain their power after World
War II. In return, they had to open the doors wide to U.S. investors.
Professor John H. Dunning found that in England, manufacturing
production by U.S. firms expanded five and cne-half times between
1938 and 1955. In the latter year they employed 300,000 British factory
workers, accounted for 6% of British manufacturing output, and
10% of British exports. American corporations accounted for more
than half of total British production of many kinds of machinery,
including strategic oil drilling equipment, and of chemicals. An indi-
cation of the profitability of this financial invasion is the fact that the
American companies pay British workers one-third the stateside
wages, although the British workers operate at 95% the efficiency of
their American counterparts.’® Investments in West Germany, France,
and other countries have also expanded.

Besides the establishment of more factories owned or controlled
outright, American investors have bought up substantial minority
blocks of shares in the leading European combines. By the start of
1955, foreigners owned 24% of the shares in 1,110 large German cor-
porations.”* Details were not reported, but it is likely that a substantial
proportion of that 24% was held by Americans, directly or through
Swiss intermediaries. By the start of 1957, the Royal Dutch company
president reported that Americans owned over 25% of the shares in
his company, second largest aggregate in world oil production.** Other
European corporations have become the object of avid speculation on
the New York Stock Exchange, with more and more of the shares
crossing the Atlantic.

A few examples will show the importance of this move to American
interests. In each case, the statistics refer to world-wide investments,
but Europe occupies first place. As recently as 1948, 75% of the
products sold by Remington Rand abroad were manufactured in the
United States, 25% manufactured abroad. By 1956, when it merged
with Sperry Corp., these proportions were reversed.’® Almost half of
the 1955 profits of National Cash Register (First National City Bank
group), were made by foreign plants** International Harvester, of
the Chicago group, often thought to be disinterested in European
affairs, derived 39% of its 1956 profits from foreign operations, par-
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ticularly in Europe. United Shoe Machinery (Boston), Goodyear
(Cleveland), General Motors (du Pont), are among the big ten U.S.
investing corporations in England.

The Morgan group, now definitely second to the Rockefellers in
world-wide interests, has held its place in the postwar expansion of
U.S. interests in Europe, and retains a certain financial leadership in
the area. Historically, the house of Morgan arose as the agent for the
flow of European capital to the United States. Now it strives to main-
tain its position by guiding the reverse flow of capital from America
to Europe. It is the leading influence in corporations with outstanding
European investment positions, such as General Electric, International

' Business Machines, and International Telephone & Telegraph (with

First National City Bank).

The Morgans are the leading U. S. banking interests in England and
France. The merchant banking house of Morgan Grenfell is flanked
by three London branches of Guaranty Trust and Bankers Trust.
Morgan Grenfell directors are on the boards of Shell Transport and
Trading, British portion of the Royal Dutch-Shell group; Vickers, the
armament trust; Harrods, and leading British insurance companies.

Morgan & Cie., the Paris branch, is the largest U.S. bank in France,
where there is also a Guaranty Trust branch. It is represented on the
Boards of de Wendel, leading heavy industry combine, and various
other industrial and financial companies. Moreover, the Morgans
handle the European financial affairs of American industrial corpora-
tions in varied spheres of influence. Morgan & Cie., according to French
sources, performs this function for General Motors, which in 1955
manufactured 554,000 vehicles abroad. It is represented on the boards
of French subsidiaries of Bendix Aviation (du Pont), International
Harvester (Chicago group), and Simca, the Credit Suisse firm which
recently took over the French Ford subsidiary.*

The Morgan group is also very active in organizing the buying into
European corporations by American investors. Perhaps as a means of
entry into the Rockefeller-dominated international oil business, it
specializes in the leading European oil companies—Royal Dutch,
British Petroleum, and Petrofina (Belgian), in addition to promoting
Montecatini, the Italian chemical trust, and other major enterprises.

A number of other Wall Street banks participate in this business,
notably Chemical Corn Exchange, Irving Trust, and Chase Man-
hattan, The Rockefellers, with their huge oil investments, offer a
serious challenge to Morgan leadership in U.S. financial penetration
of Europe, and their Chase Manhattan Bank appears to be the most
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important U.S. financial mechanism in the key country of Wegt
Germany.

Besides their European penetration, the Morgan group has been
prominent in the postwar expansion of U.S. metal mining investments,
Through such companies as Kennecott Copper, Newmont Mining,
and U.S. Steel, they lead in the multiplication of American invest.
ments in colonial Africa. They are investment bankers for the
Rothschild-Rio Tinto companies, which have one-third of the $1.5 bii-
lion in contracts for uranium in Canada, developing as the main
center of production of this metal of the future. A number of the
Kennecott developments are also in strategic war metals, such as
columbium and titanium, in Canada and Africa.

CORPORATE FOREIGN POLICY AND ITS INSTRUMENTS

Greatly enriched by World War II, American big business had the
capital to carry out the foreign economic expansion outlined. With
multiplied military strength, it was able to impose the political
“climate” necessary for these investments in a large part of the world.
This meant: the continuation of capitalist social relations, regardless
of the wishes of the populations concerned; the dislodging of com-
peting imperial interests, notably the British and French; the direct
establishment of military bases in a position to police the main areas
of economic interest; the support or imposition of rulers and armed
forces which would collaborate with U.S. financial and political
interests, Relevant details of the operation of this strategy were dis-
cussed in the earlier work dmerican Imperialism, and in many other
books by progressive writers.

Of course, all this was presented to the public as a program for
protecting the world from the supposed menace of Soviet aggression,
and as motivated by an unselfish desire to aid other countries in
obtaining higher living standards and political freedom. This is not
the place to repeat the exposés of this justification. Suffice it to say that
many of the countries concerned have been subjected to the most notori-
ous of dictatorial regimes, and that the people therein remain, by and
large, in abysmal poverty and, in many cases, continue to subsist in
a state of near starvation, as attested by a series of United Nations
reports. Suffice it to say that within the United States, the population
bears the bulk of the rising burden of taxes associated with the im-
mense military effort abroad. While the U.S. Government has not
formally annexed other areas, the reality of domination has been
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expressed in the seizure of key economic positions by American cor-

rations, and key military bases by American armed forces. And the
reality of exploitation is expressed in the fabulous profits realized, and
by the draining from the rest of the world of natural wealth, to the
point where U.S. corporations now control something like half of all
the industrial materials of the capitalist world.

Despite State Department protestations to the contrary, Asians and
Africans increasingly refer to this as the substitution in new forms
of the hated colonialism of the European powers.

Whatever it is called, the broad lines of policy reflected monopoly’s
never-satiated drive to expand. All sections of big business supported
and participated in organizing this overseas movement. Different
groups, however, have been most prominent at different times, reflect-
ing the changing areas of emphasis, and changes in the economic and
political power positions of the monopoly groups.

Immediately after World War 11, the center of attention of U.S.
policy was Europe, where the very existence of capitalism was ended
in the East, and shaken by powerful pro-socialist movements in the
West. The Marshall Plan, the restoration of cartelists and militarists
to power in West Germany, the formation of the North Atlantic Pact,
were the high points of that stage.

In view of the intimate involvement of the Morgan interests in
Western Europe, it is not surprising that they had much to do with
those aspects of foreign policy. The prominent role of this group in
State Department affairs during the period following World War II
was shown in Chapter XVI, along with that of the Harrimans, who
also specialize in Eurcpean investments (Chapter X).

By the 1950’s, with capitalist rule temporarily secured in Western
Europe, and the basic postwar military alliances and bases established,
the center of political attention turned to Asia and Africa. Here were
the most lucrative opportunities for profits from the cornering of the
world’s raw materials, and the exploitation of the very lowest-wage
labor. And here was the great upheaval, the mighty movement of a
billion and a half people against colonialism in all its forms—a threat
to foreign investment interests dramatized by the final defeat of
Chiang Kai Shek in China in' 1949.

Overwhelmingly, the oil interests have been the greatest benefi-
ciaries of U.S. penetration in Asia. The Near East has not only been
the prime area of their multiplication of foreign oil holdings since
World War 11, but the key to their growing influence in Europe,
where they refine and market much of the Middle Eastern oil.
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Add this to the clear emergence of the oil interests as the leaders—
by a wide margin—in foreign investment profits, and it becomes
understandable that the Rockefeller interests should appear so prom-
inently in recent years in governmental posts dealing with international
affairs.

Of course, this change did not occur in any simple mechanical way.,
It was the resultant of complex political maneuvers and struggles
maturing over a long period. For example, these involved the con-
solidation of control of the Republican Party by the Dewey-Aldrich
machine, the winning of the popular figure Eisenhower by the Repub-
lican Party, and the ensuing electoral victories of the Republicans.
Also involved were the Korean War, the rise of McCarthyism, and
the intensive smear campaign against Acheson, as being, of all things,
“soft on Communism.” But regardless of the details of political in-
fighting, the material basis for its outcome was provided by the great
rise in power of the Rockefeller and associated interests, and the
incentive for seizing the key positions by the prospect of even greater
gains to come. And regardless of most changes in the top Admin-
istration, the entire diplomatic and military apparatus remains at the
service of all leading big business groups in the pursuit of their
strategic policies and immediate profit needs.

The private diplomatic apparatus of the great corporations buttresses
the official agencies. Let us hear from Mr. Berle on this: “Some com-
panies with large and widespread overseas interests frequently main-
tain their own edition of a tiny State Department. . . . They have their
own resident or traveling diplomats.” These private staffs may be
smaller, but are scarcely less powerful than the governmental. Indeed,
according to Mr. Berle, the corporate giants deal directly with foreign
governments in preference to going through American embassies.

The balance of power he presents is as follows: “In foreign affairs
as in domestic economy, the United States relies on the large corpora-
tion as a substantial factor. In foreign as in domestic matters, the
American state leaves primary responsibility in the hands of the
corporate managers.”

The corporations regard American government diplomats as aux-
iliaries, “rating them according to their probable usefulness in ad-
vancing or protecting the company’s interest.” But, to go beyond
Berle, the corporations while preferring to use their own staffs as
much as possible, mast be assured of support by U.S. Government
diplomatic and military power—or else their private diplomats could
get nowhere. Hence the international giants will strive to obtain the
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decisive influence in these key governmental agencies, and those that
succeed will be in the most favored position for further expansion
abroad.

Standard Oil, as the leader in foreign investments is also the leader
in corporate foreign diplomatic activities. Berle refers to the oil industry
as “the outstanding illustration” of that “stable and working world
government” which he claims has been approached through the inter-
national cartel structure and the diplomatic apparatus of big business.”®
We may disagree with Mr. Berle on the stability of the structure, but
scarcely on its scope and its striving for absolute power.

In addition, one must consider those organs of foreign policy which,
while private in form, have a semi-official status. Prominent in this
category is Crusade for Freedom and its affiliates, Radio Free Europe
and Free Europe Press. They are devoted to cold war activities in
Eastern Europe, their objective being the “liberation” of these coun-
tries from Communist rule. Based on U.S.-occupied West Germany,
they operate the largest radio stations in Europe, and the hundreds of
thousands of propaganda balloons launched by Free Europe Press have
been a source of continuing friction: “Both operations are considered
delicate. Unlike the Voice of America, which is necessarily subject to
diplomatic limitations, Radio Free Europe enjoys a wider freedom of
expression.”™"

The control of Crusade for Freedom is a striking commentary on
the character of many “public” organizations today. Millions are urged
by billboards, newspapers, and radio plugs to contribute. But the
public is not even given a token participation in the affairs of this
outfit. Nor would it be sufficiently precise to speak of it as a big
business enterprise. More specifically, every one of its ten directors is
a major Wall Street figure. Seven are top men in corporations of the
Rockefellers, Morgans, First National City Bank, du Ponts, or Mellons.
The other three are heads of key corporations in propaganda (Time,
CBS, and a public relations counseling firm).

The chairman of the board is Eugene Holman, also Standard Oil
(NJ) chairman, and that corporation also has its counsel, Cecil Morgan,
on the Crusade for Freedom board. It was founded by a committee
headed by Allen Dulles, whose Rockefeller connections have been
noted, and who subsequently became head of the U.S. Central Intelli-
gence Agency. Thus the closest possible personal ties connect the
“private” and “public” intelligence, propaganda, subversion and sabo-
tage agencies of the cold war, and Standard Oil influence leads in both.

“The cold war is still on in earnest,” asserted Holman, launching
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the annual $10-million fund drive of Crusade for Freedom in 1955,
He said that knowledge of contributions from millions of Americans
“gives a lift” to persons in the “satellite countries,” and gives the Rus.
sians “plenty to worry about.”*® Actually, little money comes in from
individual contributors, with the great bulk coming from giant cor-
porations. Standard Oil (N]) leads the list with $250,000 yearly,
deducted for tax purposes as a business expense.

The fruits of Radio Free Europe’s “freedom of expression” were
revealed at the time of the Hungarian uprising in 1956. It was widely
charged by conservative German and French sources and by Hun-
garian emigres that Radio Free Europe encouraged discontented
people to turn to armed revolt with false promises of U.S. military
aid. Moscow charged further that Radio Free Europe officials super-
vised the flying of armed Horthyite agents into Hungary. Much of
the practical work of Radio Free Europe is carried out by fascist
emigré elements, who move freely between Radio Free Europe pay-
rolls and those of large American corporations, notably Standard Qil.

The large corporations behind Crusade for Freedom talk of restor-
ing “free enterprise.” A more practical concern is recouping their
$279 miliion investment stake in Eastern Europe, long since nation-
alized. The valuable Standard Oil investments in Hungary and
Rumania, for example, were taken over in 1948 after Standard Qil
had persistently kept output below peak levels, and claimed it was
impossible to find more oil. Strangely enough, the supposedly incom-
petent nationalizing governments soon raised oil output to record
levels and found new oil fields.

STANDARD OIL FOREIGN POLICY

Owing to the importance of Standard Oil in foreign investments,
it is relevant to examine the particular emphasis which it seeks to
impose on the general big business foreign policy of the government.
There are two main themes: to obtain additional foreign concessions
and to ward off or reverse nationalization measures. The first objective
involves conflict with the oil companies and governments of other
countries, most notably Great Britain, and with the peoples of such
countries as Brazil who have so far prevented the granting of oil
concessions. Prior to World War II the main emphasis was on this
theme, and the main weapons were diplomatic and economic bargain-
ing with European rivals. This continues, and at every critical turn
during and since World War II American oil companies have suc-
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ceeded in extending their positions at the expense of the British trusts,
taking advantage of their inability to cope with anti-imperialist move-
ments unaided.

But perforce the emphasis has shifted to dealing with the national-
jzation of foreign investments.

Mr. Charles R. Carroll, Counsel to the Natonal Foreign Trade
Council, observes that foreign manufacturing investments are largely
concentrated in Canada and the developed countries of Western
Europe, avoiding areas of great political risks. But mineral interests,
especially oil, have gone everywhere, regardless of the political en-
vironment: “the world demand for oil has been so insistent, and its
strategic value so obvious, that no large field (certainly not one con-
taining three quarters of the world’s known reserves) could be
ignored—however unpropitious the climate for investment generally.
That is, simply stated, why the United States oil interests in the
Middle East are so substantial—whereas investments of other categories
are not significant in this region.”

“Investments in extractive ventures,” Mr. Carroll tells us, “are
almost unique in their exposure to outright expropriation.” Such
actions are “defiant delinquencies” which cannot be excused on the
grounds that the nations so acting have “but recently emerged from
colonial status . . . The United States is committed to the institution of
private property, and to the sanctity of contract. Its foreign economic
policy parallels its domestic law in requiring respect for these con-
cepts.””*?

The enormity of this position scarcely needs comment. Nor is it
essentially new. It is merely an unusually blunt statement of the drive
of monopoly for the past 70 years—to seize for itself every possible
source of raw materials anywhere on the globe. At the same time it
exposes the cant of politicians who attempt to clothe this in fine moral
precepts. The claimed right of American oil interests to all the fields
is sheer jungle morality. The support demanded of American law,
backed by the wealth and blood of the American people, is an out-
rageous swindle.

As suggested by Mr. Carroll, “defiant delinquencies” of people who

> not wish to be jungle victims are a growing problem for Standard
Oil In all parts of the world, people demand that their natural re-
Sources, above all oil, be controlled by nationals and that the proceeds
be used for building up their own countries and raising living stand-
ards therein. Movements reflecting this aim have become very powerful,
and have won control of many governments, embracing different
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social systems. Qil investments have been nationalized in Mexico,
Bolivia, and—temporarily—in Iran, countries retaining the capitalisy
system. They have also been nationalized in all the countries where
socialist revolutions were accomplished.

Because of the new power of the anti-colonial movement, the means
of combatting it have become more decisively military in character.
Oil investments are protected by U.S. military bases, arms, and
advisors, and by more or less open U.S. intervention in the politica]
life of the countries concerned.

Going through the main expressions of U.S. foreign policy through.
out the postwar period, we find the influence of oil repeatedly prom.
inent, The Truman Doctrine had as its primary strategic aim the
creation of a “hard shell” of U.S. military power around the Middle
East oil fields. Standard Oil investments were continuous sources of
friction between the United States, on the one hand, and Hungary
and Rumania, on the other, with State Department documents parrot-
ing the positions taken by Standard Oil. The future of Standard Oil
in Austria was the principal stumbling block which delayed for years
conclusion of the peace treaty with that country.

While not primary, oil interests gained as much as any in new
foreign investments and foreign trade positions from the operation
of the Marshall Plan. Nor did they suffer from the erection of military
oil pipelines across Western Europe as NATO installations. Qil did
not figure publicly in the tense conflict between the United States and
China, but the leading position of Standard Oil among U.S. investors
in China under the old regime is well known.

The central role of oil in the Eisenhower Doctrine of 1957 was
widely noted. Senator O’'Mahoney (D., Wyo.) charged on the floor
of the Senate that Dulles had openly asserted that “our policy. in the
Middle East will be to protect the concessions” of the major oil com-
panies. And Senator Kefauver, a former vice-presidential candidate,
denounced the doctrine, explaining: “I don’t think the American
people want a foreign policy based on the judgment of the inter-
national oil interests,”*’

In a number of countries dominated by U.S. investments anti-
imperialist governments which had arisen were overthrown. Standard
Oil was the obvious main beneficiary of three of these coups—in Pert
and Venezuela in 1948, and in Iran in 1953. The deposed President of
Venezuela, Romulo Gallegos, charged that foreign oil interests, dip-
lomatic agents of an unnamed foreign government, and certaifl
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Venezuelan capitalists were responsible for the reactionary conquest.?*
The Saturday Evening Post credited the Iranian coup to “a CIA
[Central Intelligence Agencyl maneuver,” involving Allen Dulles,
U.S. Ambassador to Iran Loy Henderson, and U.S. General H. Nor-
man Schwarzkopf, who made the necessary arrangements with the
Shah’s entourage and Iranian reactionaries and supplied them with
arms.”

Oil was not immediately involved in two other reactionary over-
turns, in Costa Rica and Guatemala, but American oil companies
received concessions in both these countries after they succeeded.

Big business hostility to the Soviet Union and China stems from a
complex of causes, of which their nationalization of foreign invest-
ments is not necessarily the most important one. This conflict involves
the continued possibility of World War, and the maintenance of huge

‘armaments to create the material basis for such a conflagration. On

the part of Standard Oil, vunlike certain manufacturing interests, this
hostility is not mitigated by the desire to trade with socialist coun-
tries, in view of the increasing competition on world markets offered
by Soviet and Rumanian oil.

The Rockefeller family personally exhibit the more irreconcilable
cold war tendencies. In the work of the Rockefeller Foundation,
“Special emphasis has been placed on the Russian Institute of Colum-
bia University, which has been given about half a million dollars to
train specialists and promote knowledge about Russia and the Russian
people. Many of the State Department’s experts and advisors on Russia
have come from the Institute.”*

At a conference held by the State Department on policy towards
China in 1949, all but one of the big businessmen there favored trade
with and recognition of the new regime. Only one, John D. Rocke-
feller 3rd, strongly opposed any friendly relations, and advocated
economic pressure to discredit the new regime and bring about its
downfall** Evidently, Rockefeller had more influence on the actual
development of U.S. policy than the combined voices of General
Electric, Bankers Trust, and American and Foreign Power, whose
spokesmen took an opposite position. They enthusiastically urged trade
with the new regime, in which they saw greater opportunities than had
existed under Chiang Kai-Shek.

At the time of the Geneva Heads of State Conference in 1955 there
Was a significant trend within the Administration for coming to some
real agreement for disarmament with the USSR. Stassen, reflecting this
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trend, advanced a disarmament plan sufficiently close to proposals of
other countries to provide a basis for agreement.

Nelson Rockefeller, then in the Administration, personally led ip
defeating Stassen’s plan, and in counterposing the “gimmick” of aerig]
inspection and blueprints without disarmament, to which Stassen wa;
“quite cool”: “Nelson S. Rockefeller, President Eisenhower’s specia
assistant for psychological warfare, took the lead in bringing the
blueprint proposal to the attention of the President. In addition, the
proposal had the support of Admiral Arthur W. Radford, Chairmap
of the Joint Chiefs of Staff.”*®

Thus, Rockefeller-Standard Oil interests have been among the most
consistent in promoting aggressive, brink-of-war, “cold war” policies.
However, they have not been clearly identified with the most irrespon-
sible elements, such as Knowland, McCarthy, and sometimes Nixon,
and certain fire-eating generals, who if they had their way would have
long since pushed us over the brink.

THE MORGANS AND FOREIGN POLICY

Granted the present leading role of Standard Oil in foreign affairs,
the situation is far from that where cil alone can determine the course
of American foreign policy. The Morgan interests are much less given
to publicity than the Rockefellers. And since the Korean War, com-
paratively little was heard from politicians close to them. But late in
1956, when international tension mounted, Henry Clay Alexander,
chairman of J. P. Morgan & Co., expressed his views in one of the
rare public statements emanating from the House of Morgan. He
called for higher arms outlays, and denounced most vehemently the
USSR and Egyptian President Nasser. He demanded that our country
threaten war rather than permit the oil of the Middle East to “go to
the Soviet side”: “We cannot abdicate to the United Nations. There
should be an American doctrine for the Middle East, as there is an
American doctrine for Greece and Turkey, and as there is an Americant
doctrine for Formosa, Quemoy and Matsu.”?® Within a few weeks the
President obliged with the “Eisenhower Doctrine” for the Middle East.

True, Alexander’s insistence on retaining Middle Eastern oil 15
linked with his group’s specific interests. He stresses its need for the
stability of Western European capitalism, with which the Morga?
group has its main overseas connections. But if the Rockefellers are
fighting to directly profit from the oil, and the Morgans more t©
guarantee continued profits from their European investments needing
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that oil, the result of their united drive can be quite disastrous to
eace, regardless of the variations in motive.

Aiding Standard Oil’s Holman on the board of the provocative Cru-
sade for Freedom is Benjamin Fairless, former chairman of U, S. Steel,
key industrial corporation of the Morgan group. The President of
Crusade for Freedom, Arthur W. Page, is an AT&T man connected
with both Morgan and Rockefeller corporations. And if Standard Ojl
had hopes of regaining Hungarian oil fields out of the abortive 1956
revolt there, the ten-day uprising provided ample time for Morgan
group executives to stake their claim: “LB.M. (International Business
Machines) officials got their first peck at their Hungarian plant in
years. Just before the Iron Curtain closed again last week, a group of
the office machinery manufacturer’s executives visited the factory taken
over by the Reds in 1945,727

The investment has been written off years ago, and the corporation
is engaged in collecting compensation from the U.S. Government,
but Wall Street still regards it as “their” plant. Similarly, in greater
or lesser degree, one finds that most major centers of finance capital
publicly assume and support the general line of the cold war, with its
high military budgets, hostility to the USSR and China, and interven-

tion in the affairs of other countries.

CONFLICTS IN INTERESTS AND POLICIES

In the pursuit of cold war policies, there are frequent divergencies
on details among big business men and their political representatives.
E_Xamplcs are the fights over foreign aid, “Asia First” versus “Europe
First,” airpower versus “balanced forces.” These differences are com-
pcfl{nded of particular profit interests, the pressures of competing
military groups, political judgments as to which course will be most
successful for big business generally, vote-seeking, and degrees of
adventurousness or caution.

" Si:tz(e)tlmcs the particular profit motive s f‘airly.cle:.ar. For example,
conmenn éﬁyst.ery why Scngtor Symmgtpn, with his alrplape company
why Ha, S,Fls Gan 1ndefa-t1gable campaigner for greater airpower. Or
shold dCI)]’] .d uggcnhelm, of. the Ame'ncan Sn'leltl.ng & Rcﬁning Co.,
t s gl uand major emphasis on Latin America in foreign policy.?®
gron nderstandable why the Morgans aqd other Wall Street
> "UPS persistently support aid to Europe, while Chicago financial

1ntere ;
in bStS_ OPpose 1t so long as they are excluded from the lucrative bank-
& Dbusiness involved.
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In other cases, direct profit considerations are so intertwine'd with
political, military, and psychological factors that they cannot be isolated
with certainty. _ '

Most important are the conflicts affecting the entire policy of the
cold war, or at least its intensity. A whole series of developments, in
the world and at home, have undermined the basis of that policy,
Here they can only be sketched: The USSR gained in e.conomic
strength and obtained nuclear weapons, rendering more dubious the
military threat which was always the logical conclumgn of the cold
war policy. The Western European allies of Washington sought
increasingly to follow a more independent line. There dt?veloPed
everywhere an unprecedented movement of entire peoples against war
and imperialism, leading to the formation of a large "‘ncutral blgc,”
particularly among the former colonial lands of Asia and Af.nca.
Growing peace sentiment in Western Europe further undermined
ties with U.S. policy. And in the United States a.lso, mass peace
sentiment grew, balking threats of U.S. intervention against th‘e
Chinese mainland and in Indo-China, and forcing Presidential candi-
dates to stress their peaceful intentions in the 1952 and 1956 election
tampaigns. . .

Whenever the cold war weakened, conflicts about it among big
business circles came to the surface. Practically alone among the upper
crust was Ernest T. Weir, Chairman of National Steel Corp., Who
for several years has advocated abandonment of the cold war policy,
and substitution of one of peaceful coexistence. More recently another
financial leader of the Cleveland group, Cyrus Eaton, has expressed
similar sentiments. And many big businessmen have advocated relax-
ation of particular aspects of cold war policies. .

Some, such as Philip Reed of General Electric and Charles. E. Wilson
of General Motors, expressed deep concern about the excessive lev§1 'Of

military spending. Many more showed a desire to trade With.SOCIahS;
countries, either verbally or by specific actions. These have include
top officials of the automotive Big Three, Kaiser Motors, Genera&
Electric, International Harvester, Anderson, Clayton & Co., St. Josep!
Lead, and others. In the same category, but expressed more condi-
tionally, were statements of the U.S. Chamber of Commerce and }?
the U.S. Council of the International Chamber of Commerce. T “;‘
Wall Street Jowrnal and the Pacific Shipper, organ of West Coas
maritime interests, at times editorialized in this direction. .
By and large, such positions were taken by particular manuf.aq}ll'lf;g
corporations at times when business was slack, and the possibility
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additional orders appeared attractive. There was never a persistent
Propaganda campaign, for which such giant corporations certainly
have the resources, and their suggestions ceased when they obtained
instead larger military orders or a boom in civilian business.

A still larger number of corporations never expressed any interest
in East-West trade. One can look far and not find any statements by
oil, aircraft, or aluminum manufacturers, or with few exceptions, other
primary metal companies. Nor from many large processing and fab-
ricating corporations, which might just as logically profit from East-
* West trade as those mentioned above.

In general, then, the division of opinion in business circles cuts
across the major financial groups analyzed in Part Two, with none
giving consistent support for the decisive easing of trade barriers or
other cold war features. Certain major groups, however, notably the
Rockefellers and Mellons, showed no signs of division. They remained
solidly pro-cold war.

Growing public sentiment in favor of a more pacific foreign policy
encourages, and is aided by, divergencies in big business circles. This
was reflected in increasing differences in the Eisenhower Administra-
tion. During the 1950’s frequent Washington accounts told of such
differences, with Dulles, Nixon, and the military men on the more
aggressive side, Humphrey and Wilson on the more pacific side. The
New York Times political correspondent James Reston in August 1955
describes how Dulles’ “control of foreign policy has been almost com-
plete. But at critical points, usually when he seemed to be veering
close to war with the Communists, the President has intervened and
imposed a more moderate line.”

According to Reston (and others) the 1955 Geneva Conference was
a setback to Dulles, “and he played an important part in the recent
decision to start emphasizing the substantive differences that still exist
between Washington and Moscow.”?®
_ The inside resistance to the more aggressive circles in the Admin-
istration was neither firm nor consistent. For example, Humphrey
a}Id Wilson, despite their occasional fretting, ended up supporting
rising military budgets. Stassen, the Morgan-associated politician, fol-
1°W_Cd a shifting course which suggested temporary political oppor-
tunism more than basic policy. Prior to 1952 he attacked the Truman
Ad'ministration as not aggressive enough, particularly in regard to
C.hlna. Within the Eisenhower Administration, he tried to promote
d-lsarmament——since any success in this field for which he was respon-
sible would be a feather in his cap—but joined the Republican chorus
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of denunciation of Adlai Stevenson when that Democratic candidage
urged stopping H-bomb tests in 1956.

The differences within big business, despite their conditional chay.
acter, have importance. For example, on at least one occasion, early
in 1955, fear of the consequences in Wall Street circles was one of the
factors which pulled Dulles back from a “brink of war” crisis. In past
works, big business differences have been studied in relation to such
secondary foreign affairs issues as the tariff. Here such differences
have been explored in relation to the decisive issues of world affairs,
A really intensive study of this question would certainly be in order,

At the same time, the limited significance of big business differences
should be clearly recognized. The attitudes of different sections of
finance capital, the policies of their “private state departments,” which
they attempt to transfer to the U.S. Government, are basically reac-
ionary policies of war-oriented monopolies. They vary from time to
time, not according to principle, but according to the shifting evalu-
ation of each group’s interests in a changing world situation.

For example, Louis Fischer, in his 1926 study, O# Imperialism,
found that “the position of Standard Oil was for years the most
effective bar to the establishment of normal relations between the
United States and the Soviets.”* But he noted that at the time he
was writing Standard Oil, because of contracts just concluded with the
Soviet oil industry, had reversed its attitude towards recognition, at
least for the time being.

Such changes can occur again. But for a rather long moment in
history the Rockefeller-Standard Oil interests, and their immediate
allies, have been among the leading, most persistent forces, pressing a
foreign policy devoted to the expansion and protection of their over-
weening world-wide interests, at the cost of much money and frightful
threats to the existence of peoples everywhere, including the United
States. Mr. Fischer’s concluding words had prophetic insight: “King
Coal has been dethroned; coal and iron probably chalked the last war
to their credit when the guns began to boom in the summer of 1914.
Now oil is having its day. We are living in the Oil Age, and Oil
Imperialism is in the saddle. The history of the next generation or two
will be read in the light of the struggle for oil.”**

The Morgan interests are quite prominent in uranium. In the future
the world hunt for uranium may surpass that for oil as a source of
profits and conflict, although such a development appears at least 2
decade away. Even today, Fischer’s assessment would have to be
broadened to include, besides oil, the whole congerie of expanding
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foreign interests and armament industries which provide the driving
force behind the foreign policy of imperialism.

The character of the history of our generation can be changed, but
only if the people of all countries, especially our own, succeed in
subordinating the struggle for oil, uranium, arms orders, etc., to their
own interests. Ninety-nine percent of the American people own no
shares in international oil companies. However, it is they who are
called on to pay the costs of advancing the oil cartel’s interests in a new
world—a world which has changed so that to advance these interests
is infinitely more complicated, infinitely more expensive in lives and
money than ever before.

Never before have so many people in all parts of the world demanded
the ending of the arms race and of the nuclear war danger. If the
American people join in this demand with sufficient forcefulness, there
is real hope of success.

The basic structure of the American economy, as shown in this
volume, remains as it was thirty years ago. There is no “People’s
Capitalism,” but more monopoly domination. There is no diffusion of
financial influence, but a more potent Wall Street center. The increased
concentration of private ownership of the means of production makes
for more instability. The present boom, like that of the 1920's, contains
features which presage a new depression.

During the major depression of the 1930’s the American people
struck back against the money power. Their actions led to reforms
which eased depression hardships and set the stage for improved living
conditions later. A revival of anti-monopoly actions now can do much
to protect these standards against the effects of future economic
fluctuations.

The main operative changes in the system have been in the relations
between government and big business, now much more comprehensive,
More intimate, and more decisive for extra-large profits.

The trend towards the interlocking of government and private
€conomic life is not likely to be reversed. But anti-monopoly politics,
to be fully effective, will have to change its content—from government
service to monopolies at the expense of the public to government
Service of the people’s needs at the expense of big business; from the
Covert encouragement of greater concentration of economic power to
Icreasingly effective restraints on that power; from emphasis on arma-
Ments and foreign investment to emphasis on schools, hospitals, low-
st homes, conservation and development of natural resources; from
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government backing of corporations in laying off millions of workers
seasonally and cyclically to government insistence on the maintenance APPENDICES
of full employment in constructive ways; from technological unemploy-
ment to the translation of automation into a shorter work week and A 1.
larger income; from government buttressing of the money and credit i CORPORATE SHAREED
. . : : : : TE S LDINGS OF DU PONT, MELLON AND
manipulations of.h.lgh finance to effective pl.lbllc control and use of ROCKEFELLER FAMILIES, APRIL 1956
the hundreds of billions of dollars in the financial system; from hostility :
to nations abroad secking to control their own natural resources to 5 W nglr of )
genuine assistance to them in developing these resources in their own % of Shares  Shares Value
behalf, and to our own ultimate advantage as well; from tax gimmicks ) anily and Corporation Quistanding  _(000) =~ ($000,000)
and giveaways which increase the power and wealth of billionaires to du Pont
measures which will make the “American standard of living” accessible American Sugar 1.05 5 -
el . A e du Pont: common 43,93 19989 $aq17
to the tens of millions of Americans who do not enjoy it; from the ® : 4.5% prd. €.33 "106 12
f tomi " 3 _5.5% pfd. 6.33 44 3
development of nuclear weapons to th‘e development of peace ul atomic Conaral lotons orome oans 108
power and that great advance in the life of our country which modern U.S. Rubber: common 15,74 851 47
« . . "
ible. s pfd. €.46 42 7
science, technology, and l_abgr skills make possible o ' p 08 Potral, o6z P -
Someday the strong majority who oppose monopoly will jointly strive United Pruit 0.27 28 1
to accomplish these ends, regardless of their differences in interpretation Filpington Trust 50.00° e —
of the facts and in ultimate programs. That will be the start of the Total, 4660
people’s victory. Mellon
ALCOA3 common 35.21 7199 864
" 3 ped. 24.98 165 16
Aluminiua Ltd. 7.00% 698 84
Bethlehem Steel 2.20 11 34
Gulf 011 70.22 19724 2387
Jones & Laughlin: common .47 219 n
» 3 pfd. 5.4l 10 1
Koppers Co.: common 52.42 1202 79
" 1 4% prd. 82.00 125 12
Lone Star Ges 6.1% 539 10
Pittsbargh Cons. Coal 20.03 1501 52
Pittsburgh Plate Gless 5.43 533 49
Pullman, Inc. 10,13 224 18
Westinghouse 0.47 k] 5
Mellon Naticnal Bank 50.00° 1202 135
Total 5769
Rockefeller
Atlantic Refining 1.50 134 13
Ohio 011 18.65 2448 108
Sinclair 0il 5.98 876 €0
Socony Nobil 0il 16.34 5716 463
Stardard 041 Cal.} 11.88% &756 421
Standard 011 {Ind. 11.3 3758 229
Standard 041 (NI) 135.51 26521 1591
Cons'd, Natural Gas 15,51¢ 1097 38
Union Tank Car 13.514 517 1n
Eagtern Air Lines 5.228 8l 4
Chase Manhattan Bank s.007 6000 500
Rockefeller Center 150°
317
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Appendix 1 cont'd.

(1) (2) (3)
Number of
£ of Shares Shares Value
Family and Corporation Qutstanding  _(000) = ($000,000)
Aviation, muclear,etc.cos. $ 15°
Int'l. Basic Economy Corp. 12;
Misc. foundation holdings 100
Total 515

Scurceg: (1) TNEC Monograph #29, pp. 1508-1528, except as indicated
below; (2) (1) times number of shares outstanding; (3) (2) times mare
ket price per share Apr. 30, 1956; shares outstanding and market
price from Fitch Stock Record, May 1, 1956,

otes:s du Pont: a) Excludes holdings by the du Pont Corporation.

b) Arbitrary estimate. c) Shares cutstanding and market price from
Paine, Webber, Jackson & Curtis, A Comparative Analysis of the 100
Largest Banks as of Dec. 51, 1955. Mellon: as Estimated from data
on Mellon stockholdings in Moody's Irndustrials, 1955, as of the first
quarter 1954. b) Estimated at 2/5ths of proportion of Pittsburgh Coal
Co. common stock held by Mellon family in 1837, on basis of terms of
subsequent mergers as reported in Moody's Industrials. ¢) Based on
Harvey O'Connor, Mellonts Millions, N.I. 1933, p. 428. Q'Comnor
estimated Mellon holdings in this bank and the Union Trust, since
merged, at 80% each. ©Substantial dilution is assumed subsequently,
because of the numerous small banks bought up. Rockefeller: a) Ex-
cludes holdings of William Rockefeller heirs, b} Excludes holdings by
Standard 01l Co. (Indiana). c¢) Companies established by distribution
of shares to holders of Standard 0il Co. {NJ) shares. Rockefeller
proportion 2ssumed equal to their proportion in Standard 0il Co. {NJ)
shareholdings. d) Eastern Airlines, Report to the Civil Aeronautics
Board, 1954. e) Fortune, February, 1955. No sllowance for Winthrop
Aldrich stockholdings, nor for dilution of family interest in merger
with the Bank of the Manhattan Co. f) Roughly estimated from annual
reports of the Rockefeller Foundation.

neral: Holdings by controlled industrial corporations are omifted.
Holdings by controlled foundations are included. Except where speci-
fied, no allowance has been made for dilution of family holdings since
date of TNEC statistics, by virtue of issuance of additional company
stock for acquisition of merged enterprises, or for options to com-
pany officials, However, mejor distributions through stock splits
and stock dividende are %taken into account. No allowance is made for
scattered holdings in companies not listed in the table, although
these holdings are substantial for all three families,
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2.

FINANCIAL CONNECTIONS OF
BIG FOUR LIFE INSURANCE COMPANIES

A. Directorates of Chief Executive Officers (end of 1955)

Metropoiltan: Frederic W. Ecker, president, is a director of Chase
Manhattan Bank, Leroy A. Lincoln, chairman, is & director of
Chase Bank {Chase Manhattan subeiciary). Jobhn J. McCloy, chair-
man of Chase Manhattan Bank, is a director of Metropolitan.

Prudential: Carrol M. Shanks, president, is a director of Guaranty
Trust.

Equitable: Ray D. Murphy, president, ie a director of Chase Man-
hattan Bank. H. A. de Butts is also director of both institutions.

New York Life: Devereux C. Josephs, chairman, is a director of J.P.
Morgan & Co, Charles D. Dickey, chairmen of the executive com-
mittee of J.P. Morgan & Co., is a director of New York Life.

There are many other interlocking directorates with leading New York
banks, including Morgan representatives on Rockefeller insurance com~
panies and Rockefeller representatives on Morganp compenies, But the
total pattern is on the whole consistent with the dominant features
shown ebove.

B. Barnk Deposits

Insurance Reguler Deposits Dec. 1953 peak (millions)
Corpany Chase Netl. 4 Morgap* bapks Natl. City
Metropolitan $64 $6 $16
Prudential 2 15 14
Equitable S1 15 14
Kew York Life 2 n 3

Source: Compiled from Annual Reporte to New York State Insurance
Departuent.

* J P, Morgan & Co., Bankers Trust, Cuaranty Trust, and First National
Bank (since absorbed in National City).

C. Industrisl Loans

an \ in c. 51, 1853 {milljon
Metro- New

Iype of Loan pelitan Equitsble Prudential York
All industriel

& miscellaneous  $4,180 $2,441 $2,471 $1,080
Large oil companies 595 415 129 224
01l tanker companies 207 10 0 Q

Certain companies
with strong Morgan
connections:
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Appendix 2 cont'd.

Loans Outstandin c. 31, 1953 (m
Metro-
Type of Loan politan Equitable Prudentisl
Intermational
Business Machines g )] 216
0lin Industries,Inc. )} o] 50
Anderson, Clayton
& Co. 0 48 Q
General Motors
Accept. Corp. 130 K] 205

dons
Rew
York

o oo

41

Source: Anmual reporte to Mew York State Ipsurance Department.

3.

LEADING CORPORATION LAW FIRMS

Law Firm
Sullivan & Cromwell

Morgan Firms
Davis, Polk, Wardwell,
Sunderland & Kiendl

White & Case

Covington & Buriing

Drinker, Biddle & Reath {Phila}
Winthrop, Stimson, Putnam
& Roberts

Rockefeller-Stendard 0il Firams
Dewey, Ballantine, Bushdy,

Palmer & Wood

Principal Compenies and
Interegts Reprepented

Standard 0il (NJ)
First Boston Co.
Bank of New York
Schroder Trust Co.
Blyth & Co.

Glore, Forgan & Co.
Goldsan, Sachs & Co.
Letman Bros, (partly)
Lazard Frerves

Marine Midland Corp.
Internaticnal Nickel

J, P. Morgan & Co.
Morgan Stanley & Co.
American Tel & Tel
Horriman interests

Bankers Trust-
U. S. Steel
General Electric

Guaranty Trust
Smith, Barney & Co.

Drexel & Co.
Morgan utilities

Laurance Rockefeller
American Tel & Tel
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Appendix 5 equt'd.

Lav Fixe
Patterson, Belkmap & Webd
pebevoise, Plimpton & Mclean

Milbank, Tweed, Hope & Hedley
Carter, Ledyard, & Kilburn

Qther Wall Street Firms
Shearmas & Sterling & Wright

Cahill, Gordon, Reindel
& ORl

Craveth, Swayne & Moore
Simpson Thacher & Bartlett

Choate, Hall & Smr;
Morgan, Lewis & Bockius
Reed, Saith, Shaw & McClay
Jones, Day, Cockley & Reavis

Sidley, Austin, Burgess & Saith)
Bell, Boyd, Marshall & Lloyd )

Brobeck, Phleger, & Harrison ;

Orrick, Dahlguist, Berrington
& Sutcliffe

O'elveny and Myers

Baker, Botts, Andrews & )
Sheperd, Houston ;
)

Principal Companies and
Interests Represegted

Yarious Rockefeller and
Standard Oil family
interests

First Bationel City Bank

Dillon Read
8tons & Webster

Kuln, Loed & Co.
Seligman intesrests
(Union Becurities)
Lehman Brothers
Electric Bomd & 8hare
Bostoa isterests
Philadelphia interests
Nellon interests

Cleveland interests

Chicago interests

San Francisoe iunterests

Los Angeles interests

Texaz interests

* These eut-of-town firms also represent the major Wall Street cor—

porations in local matters.
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4.
MORGAN AND BOSTON GROUP LARGE STOCXHOLDINGS IN
GENERAL ELECTRIC, 1938
Stockholder Shares (thousands) Percent of Total
4. Morgan group

J.P. Morgan & Co. 296 1.03
Bankers Trust Co. 207 .72
Guaranty Trust Co. 77 27
Phipps family® b nz .2
Sun Life Assurance Co.of Canada 281 97

Totals 973 5.58

B. Boston group

White family® 89 .31
Gardner f 65, .22
Massachusetts Investors Trust 6L 21

Totals 215 T4

2. In pame of D.T. Moore & Co. The Phipps family were important
factors in the Carnegie Steel Corporation, and joined their fortunes
with the Morgans in the formation of U.S, Steel. b. This company held
shares in some companies through Bankers Trust, indicating a close work-
ing relationship with the Morgan group. c. This iz the family of the
leading investment banking firm, White, Weld & Co, While New York resi-
dents, their main financial connections appear to be with the Stone &
KNebster interests of Boston, although also close to the Rockefellers
since World War II {see Ch. XI). d. An old Boston family powerful in
the First Natlonal Bank of Boston, United Fruit, and other Boston con-
Cerng.

5.
MAIN COMPONENTS OF LEADING FORMER UTILITY HOLDING SYSTEMS

A, gﬂ;hed CO; Pe
Assets, 1955

Company Ares {millions)
Columbia Cas System Ohic-Penna.-W.Va.,
5 otber states and DC $
Consumers Power Co. Upstate Michigan 648
Biagara Mohawk Power Co. Upstate New York 748

Philadelphia Flectric Phila. and environs 766

Appendix 5 cont'd.

Company

Public Service Gas
& Elec,

Southern Corp.

Total:

(As indicated by identity of directors, suppliers of financial and
legal services, and stockholders. Names in parenmthesis represent

secondary interests.)
Columbia Gas System: Norgan

APPENDICES

Area

New Jersey in-
dustrial area

Ala.,Ga., parts of
Miss., Fla,

Controls

(Kuln, Loeb)

Assets, 1955
{mi11ions)

$ 846

880

$4,607

Consumers Power Co,: Morgan {First National City Bank)
Riagara Mohawk Power Co.: Morgan (Marine Midland Corp.)

Philadelphia Electric: Morgan, via associated Philadelphia bankers
Public Service Gas & Elec: Morgan (Newark bankers)

Southern Corp.: Morgan (Boston group)

Notess The United Corp. continues to exist, but is inactive. Morgan
stockholding position in Kiagara Mobawk Power and in Public Service
Cas & Electric based subatantially on former United Corp. holdings

trusteed with First Ratiomal Bank,
to the First National City Bank may affect the balance of power

significantly.
B. Electric Bond & Share
Company

Electric Bond & Share
American & Foreign Power
American Gas & Electric
Kiddle South Utilities
Texas Utilities Co.
United Gas Corp.

Iotal:

* See note to Appendix 8.

Aren
Holding co.
Latin America
Ohio, W.Va.,Ind.,Va.
Ark., La., Mlss.
Texas

Gulf Coast States

Assets, 1955

(millions)
§
687
1,07k
530
537
630

$5,564

323

Shifting of these trust accounts
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Appendix & cont'd.
Con s

Flectric Bond & Share Corp.s Morgan (Lehman, Seligman, Boston)

American & Foreign Power: 58% of stock owned by Electric Bond & Share

American Gas & Electric: Morgan {Lebman)

Middle South Utilities: Morgan (Boston) _

Texas Utilities Co.: close Electric Bond & Share ties predominate

United Gas Corp.: Electric Bond & Share retains effective cootrol, with
4.9% of stock

8,
COMPANIES INCLUDED IN CALCULATIONS FOR CHART IX

Mellops Culf 0il, Alcoa, Aluminium, Ltd. g¢u Pont: Gemeral Motors, B.I,
du Pont de Nemours (operating profit only), U.S. Rubber, North Americen
Aviation. Rockefeller: Standard 01l of WJ, Cal., Ind., Ohio, and
Sccony-Mobil 011 Co. (Cleveland: Republic Steel, Batlonal Steel, Youngs-
town Sheet & Tube, Wheeling Steel, Cleveland Cliffs Iron. Chiecago:
Armour, Swift, Wilson, Cudahy, Sears Roebuck, International Harvester,
Intand Steel, Marshall Field. Morgan: U.S. Steel, General Electric,
Kennecott Copper, Continental 0il. Boston: United Fruit, United Shoe
Machinery, U.S. Smelting, Refining & Mining. Xuhn, Loeb: Pemna. R.R.,
Union Pacific, Chicago, Milwaukee, St. Paul & Pacific.

Soyrceg: Por individual companles, Moody's Industrizls and Moody's
Transportation mamuals. Yor all corporations, U.S. Dept. of Commerce.

7.
MORGAN CONTROL OF UNITED STATES STEEL CO.
1. Directors with Morgan connections:

Arthur K. Anderson, director (recently Vice-Chairman), J.P. Morgan & Co.

H.P, Davideon, president, J.P. Morgan & Co.

Alexander C. Nagle, until 1955 president of First National Bank of City
of New York, now Chairman of Executive Committee of First Natlopal
City Bank,.

Roger M. Blough, Chairman of U.S. Steel, formerly partner in White and
Case, law firn of U.S. Steel and Bankers Trust.

Irving S. Olds, ex-Chairman, U.S. Steel, pertner in White & Case.
M¥yron C. Taylor, ex-Chairman, U.S. Steel, retired from most comnections
formerly director of First National Bank of New York and other key

Morgen corporations.

Enders M. Voorhees, Chairman of finance Committee, U.S. Steel, arcse
to prominence with Johng Manville, Morgan-organized building material
trust,

Jokn S. Temnant, general counsel (not a director), U.S, Steel, formerly
partner, Rhite & Case.
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Appendix 7 cont'd.

2. Banking Services:

Investument barker--Morgan Stanley & Co.

Bond trustee—J.P. Morgan & Co.

Common stock registrar--Cuaranty Trust (also a Chicago bank—company
acts as its own New York transfer agent).

&. Stockholdingss

TNEC Monograph #29 showed that in 1939 Morgan-influenced or controlled

blocks of shares comprised a deminant grouping. There is no evi-
dence of subsequent change,

8.
COMPANIES AND ASSETS IN MORCAN SPHERE OF INFLUENCE
Assets, 1955

Comparny (willions)

Financial Companies

J.P. Morgan & Co. g 978
Guaranty Trust Z,1981
Bankers Trust 2,785
First Pemnsylvapia Banking & Trust 1,088
Philadelphia National Bank 1,026
Girard Trust-Corn Exclange Bank 684
Prudential Insurance 12,521
Kew York Life Insurence 6,051
Mutual Life Insurance 2,475
Connecticut General Life Insurance 1,458
Cornecticut Mutual Life Ins. 1,189
Insurance Co. of North America (group) 820
Hartford Fire Insurance (group) 754
Aetna Insurance 260
Glens Falle Insurance (group) 147
Affiliated Fund (group) 570
Rewmont Mining 295
State Street Investment Corp. § le¢= get
Adame Express 80
Totey 36,261

Traneport and Utility Companies

Atchison, Topeka & Santa Fe R.R. 1,683
Northern Pacific R.R. 923
American Telephone & Telegraph 14,480 7,240b
International Teleplone & Telegraph 687 544¢
Peninsular Telephone €6
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Appendix 8 contt'd.

Company

Southern Corp.

Public Service Flectric & Gas
Philadelphia Electric

Niagara Mohawk Power
Columbla Gas

Consumers Power

Flectric Bond & Share
American Gas & Electric
American & Foreign Power
United Gas

Middle South Utilities

Texas Utilities

Electric Bond and Share group

Total
Industrisl Companies

United States Steel
General Flectric
Kennecott Copper
Internaticnal Business Machines
Olin Mathieson Chemical
International Paper

B. F. Goodrich
Contipentel Qi1

American Can

Anderson, Clayton & Co.
Phelps, Dodge & Co.

J. P, Stevens & Co.
American Viscose

Coca Cola

Scott Paper

Johns Manville Co.
Philco, Inc.

Standard Brands

Merck & Co.

Alr Reduction

J. I. Case

Texas Gulf Sulphur
International Minerals & Chemicals
Rohm & Haas

Berwind-White Coal Mining
American Brake Shoe
Scovill Manufacturing
St. Joseph Lead

Lehigh Coal & Navigation
Pennsylvania Salt Manufacturing
Roysl McBee

Magma Copper

Assets, 1955

{mi12ions)

$ 880
846
766
748
721
648
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Appendixz 8 cont'd.
Company
Olin 0il & Cas
: Total
GRAND TOTAL

a. Control shared with Boston interests.

shared with First Natlonal City Bank.

duplieated in accounts of those companies.
it Estimated, No statistics published.

9’

Company
Financial Companies
(a) J.D. Rockefeller family control

Chase Manhattan Bank

Morristown Trust -

Metropolitan Life

Equitable Life

Merchants Fire Ins. & Indemnity Cos.
American Express

Rockefeller Center

Travelers Insurance

(b) Allied family comtrol
Rew York Trust

Bank of New York
u. S. Trust Co, of N.Y.

Total
Transport and Utility Companies

(a) J.D, Rockefeller family control

Eastern Alrlines
Union Tank Car*
American Tel & Tel

327

Assets, 1955

{millions)

§ 44

12!550.
§65,306

b. Control shared with Rock=-

efeller interests. c¢. Control shared with Lehman-Seligman and Boston
interesta. d. Control shared with Dillon-Read interests. e. Control

#* Total assets where control is shared with other groups.
#* Excluding investments in American Foreign Power and United Gas,

COMPANIES AND ASSETS IN ROCKEFELLER SPHERE OF INFLUERCE
Assets, 1955

{millions)

$ 7,509

13,926
8,048
%0

621
150
3,001

871
570
191

35,028

174
129
7,7408
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Appendix 9 conttd.

APPENDICES

Assets, 13955

Company (=il jons)
Consolidated Natural Gas* $ 496
(v) Allied family control

Yanily
Southern Railway #ilbank 856
Virginia Railway Rogers 188
Jotal 9,083
Industrial Compandes
{a) ._Rockefe
Standard 011 (NJ 7,164
Socony Mobil 041 2,362
Standard 011 (Ind.) 2,252
Standard 011 (Calif.) 1,856
Westinghouse Flectric $1,288 64e®
Olin Mathieson Chemical 622 m*
Intermational Paper 620 3108
Ohio 041 347
8tandard 011 Co. (Ohic) S22
Chesedrough -~ Pond?s Inc,® 29
Punta Alegre Sugar 28
Reed Roller Bit 24
Vertol Corp. 22
(v) Allied family control
Armco Payson %Payu-!’l:ltnay
by sarriage) 563
Borden Co. Nildbank, Borden 30
Corn Products Refining Milbank, Moffett 206
Amer Ican Supar J.D.R., Nilbank
Refining Bedford 156
Great Northern Paper Payne-Whitney 111
Freeport Sulphr Payne-Whitney 82
Minute Maid Payne-Whitney 72
Hatiopal Sugar Refining Bavemeyer 43
Vitro Corp. Payson 12
Total 17,208
CRAND T0TAL $61,409

a, Control shared with Morgan interests. b, Control shared with

¥ellon interests.

* Formerly part of Standard 011 (WJ).
#* Total assets where control is shared with other groups.
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SPHERE OF INFLUENCE OF FIRST NATIONAL CITY BANK

Company
Tinancial Companies

First Natiomal City Bank

Great American Insurance Co. {group)
Foderal Insurance (group)
Fundamental Investore {group)

Iotal
Utilities and Rails

International Tel & Tel
Consolideted Edison
Erie Railroed

Jotal
Industrial Companies

Anaconda

¥. R. Grace & Co.
United Adrcraft

Beeing Airplane
Nationmsl Biscuit
National Cash Regieter
Deering-Milliken
Corning Glass Works
Georgia-Pacific

Jotal
GRAND TOTAL

a, Control shared with Morgan group.
agsets of the coapany.

* Tstimated.

n.

Assets, 1955
io

$ 7,201
515
161
—t30

8,107

$ 687 548

912
415
279
256
219
211
200%
151

_ 59
2,682
$15,185
The $687 million are the total

COMPANIES AND ASSETS IR IU PONT SPHERE OF IRFLUENCE

Lompany
Financial Companies

Assets, 1955
{xillione)
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Appendix 11 conttd.
Assets, 1955

Compagy {millions)

General Motors Acceptance Corp. € 3,800
National Bank of Detroit 2,015
Wilmington Trust 235
Equiteble Security Trust, Wilmington 121
Delaware Trust 61
Continental American Life Ins. 90
United Funds 275

Total 6,655

Industrial Companies

General Motors 6,345
du Pont de Nemours Inc. 2,1562

United States Rubber 576

North American Aviatlon 261

New York Air Brake 29

Total 9,366

GRAND TOTALP $16,071

a. Includes $763 million investment in General Motors, duplicated
in assets of that corporation. b. Excludes Bendix Aviation, where du
:f::;].contrul is doubtful, and holdings of Florida branch of du Pont

> 2

12.
COMPANIES AND ASSETS IN THE MELLON SPIERE OF INFLUEKCE

Aseets, 1955
Sompeny {millione)

Financlal Companles

¥ellon Mational Bank & Trust $ 1,942
Fidelity Trust, Pittsburgh & 249% 1252
General Reingurance (group) 118 sgP
National Union Fire Ins. 82
Total 2,208
Utilities
Lone Star Gas 252

APPENDICES 33[
Appendix 12 cont'd.
Assets, 19355
Coppany (milliong)
Industrial Companies
Culf 011 $ 2,181
Westinghouse Electric 41,288 644°
Aluminum Corp. of America 1,011
Aluminium, Ltd. 9535
Jones & Laughlin Steel 653
Pittsburgh Plate Glass 582
British American 011, Ltd. 2653
Pittsburgh Coneolidation Coal 250 115
Pullman, Inc. 215
Koppers 17¢
H. J. Heins 168 84®
Warren Petroleun 164+
Allegheny Ludlum Steel 164
Crucible Steel 163
Rockwell Spring and Axle 151 762
National Supply 140
Diamond Alkali 126
Blaw-Knox Corp. . 90
Harbison-Walker Refractories 82
Carborundum Corp. 74
Shamrock 0il & Gas €2
Rockwell Manufacturing 55 282
Mesta Machine 54
Superior Steel 17
Pittsburgh Forgings 15
Total} 8,040
GRAND TOTAL $10,500

a. Control shared with Hillman interests, b. Control shared with
Stone & Webster interests, c¢. Control shared with Rockefeller in-
terests. d. Control shared with Cleveland interests. e. Control
shared with Morgan and First Natl. City Bank interests.

# Total assets where control is shared with other groups.
#% pcquired by Gulf 0il in 1956.

18,
CLEVELAND GROUP COMPANIES AND ASSETS
Assets, 1955

Company {nillions)

Tinancial Companies



332 APPENDICES

Appendix 15 cont'd,

Cospeny

Barshaw Chenlcal

Hational Acme

Chesapeake Industries

Lanson & Sesaions

Medusa Portland Cement
Ricikmsan Bros. Co.

Valley Mould & Iron

Weost Kentucky Coal

National Screw & Manufacturing
Basic Refractories

Cléveland Twist Drill

White Sewing Machine Basic Refractories
Jack & Heints

Murray QOhio Mfg.

Towmotor Corp.

Parker Appliance

Apex Electrical

Total
GRAND TOTAL

a. Includes Wheeling & Lake Prie R.R. b. Contiol shared with Mellon

Assets, 1955

millions

5,127
215,664

interests. The $230 million are the total assets of the companmy.

# Fetimated. -

14.

CHICAGO GROUP COMPANIES AND ASSETS

Company
Financial Companies

First National Bank, Chicago
Continental Illinois Bank & Trust
Northern Trust

Harris Trust & Savings Bank

City National Bank & Trust
American National Bank & Trust
Continental Assurance

Continental Casualty

0,8, Life N.Y. {Continental Group)
Lumberments Mutual Casualty
American Motorists Insurance Co.

Chicago Title & Trust .
Allst.gge Ineuranc?fSeara Roebuck)

Assets, 1955
{millions)

$ 2,977
2,739
776
776
437
37
295
278
78
203
62

€9
551

APPENDICES

Appendix 14 cont'd.

Company

Allstate Fire Insurance
American Mfgrs. Mutual Ins,

Total
Transport and Utilities

Chicago & Northwestern R.R.
Chicago, Roek Island, & Pacific R.R.
Commonwealth Edlason

Peoples Gas, Light, & Coke

Sorthern Illinois Ges

Total
Ipdustrial Companies

Texas Co.
Sears Rosbuck
International Barvester
Montgomery Ward
Swift & Co.
Inland Steel
Armour & Co.
Purs 011
John Deere & Co.
Weyerhauser Timber
Borg Warner
U.S. Gypsua
Whirlpool-Seegsr Corp.
Marsball Field & Co.
Quaker Oats
Filson & Co.
Chicago Corp.
Peabady Coal
American Marietta
Splegel, Inc.
Fairbanks Morse & Co.
Wao. Wrigley Jr.
McGraw Electrie
City Products
Anderson-Prichard 011
Stewart-Narner
Li Carbonic

hy Packing
Walgreen
Hart Schaffner & Marx
Elgin Rational Watch
Material Service
Cuneo Preas
Coos Bay Lumbep

$2,215%

146

333

Assets, 1955
ions

$ 31

17

9,527

542
4853
1,250
483

2,914

1,057%

1,596

1,018
741
548
514
470
457
454
572

134
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Appendix 14 comttd.

Company
Poor & Co.
United Stockyards Corp.
Coneolidated Naval Stores
Total
GRAND TOTAL

Assets, 1955
{millions )

$ 2
20
—10
9,564

$22,005

Control shared with (a) Banover Bank and others, {b) Goldman Sachs &

escociates, (c} old San Francisco group.

# Total assets where control is shared with other groupe.

15.

COMPANIES AND ASSETS IR BANK OF AMERICA SPHERE OF INFLUENCE

Company
Financial Companles

Bank of America

Transamerica Corps .
First Western Bank & Trust
Firet National Bank, Portland, Ore.
First National Bank, Nevada
Bank of Nevada
National Bank of Washington
First Hational Bank of Arizona
Southern Arizona Bank & Trust
Occidental Life Insurance Co.
Fire & Casualty Insurance companiss
Allied Building Credits
Capital Co.
Banca D'America E D'Italia
Miscellanecus assets

Total
Transportation Companies

Consolidated Freightways
Pacific Intermountain Fxpress

Total
'Industri.al Companies

Kaiser Companies:®
Raiser Aluminum & Chemical

Assets, 1955

(mil lions !

¢ 9,669
t X3
905
211
-0
143
188
90
517
104
39
19
248

92 3,458

18,127

50

27

57
490

APPENDICES

Appendix 18 cont'd.

Company

Cleveland Trust

Central Natlional Bank of Cleveland
National City Bank of Cleveland
Colonial Trust Co. (New York)
Alleghany Corp.

Portsmouth Steel

Investors Diversified Services {group)
Beneficial Finance

Total
Transportation and Utilities

New York Central R.R.

Chesapeake & Ohio R.R.

Missouri Pacific R.R.

N.Y., Chicago, & St. Louis R.R. {Nickel Plate)
Interlake Steamship

U.S. Truck Lines

Cleveland Electric Illuminating

Jotal
Industrial Companies

Goodyear Tire & Rubber
Republic Steel

National Steel

Youngstown Sheet & Tube
Wheeling Steel

Pittsburgh Consolidation Coal ¢ 230
M, A. Hanna
Sherwin-¥illiams

Thompscn Products
Cleveland Cliffs Iron
Eaton Mamufacturing

White Motor

Glidden

Detroit Steel

Interlake Iron

Industrial Rayon Corp.
Steep Rock Iron Mines Ltd.
Clevite Corp.

Anchor Hocking Glass
Island Creek Cosl
National Malleable & Steel Castings
¥idland Stael Products
Weatherhead

Ferro Corp.

Harris-Seybold

Warner & Swazey

335

Assets, 1955

{millions)

§ 1,447
544
750

80
102
18
1,812
401

5,154

2,638
983
911
4602

31
18
342

5,383

786
764
91
575
279
1sd
148
146
146
141
109
108
107
106
106
94
63
62

59
45
39

T
o~

35

85
83
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Appendix 1§ cont'd.

Assets, 195
Company 1&&.1:9&)_5
Kaiser Steel
Kalser Industries $ f.‘;’;
Permanente Cement 57 $ 1,080
Transamerica companisss
General Metals 25
Columbia River Packers —0 &5
Basalt Rock 10
Lucky Stores 19
Di Giorglo Fruit 20
Natiomal Motor Eearings 11
Producers Cotton Ofl 28
Puget Sound Pulp & Tisber 35
Solar Aircraft 50
Iotal 1,218
GRAND T0TAL $14¢,402

a. Aesete for closest date to Dec. 81’ 1955. svailable.
® Esticated.
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